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COI ' LONDON LINE' INTERVIEW: 15 MARCH 

FROM: I R MACKELLAR 
11 March 1983 

cc: Mr Monaghan 
Mr Page 
DF 

You will be aware that the Chancellor ' s two quasi-media engagements 

in the eve1'l.irrn of Budget day are the Budget broadcast and the short 

interview with COI, London Line. 

In the r ecent past the COI man has turned up at about 6 pm at No 11 and 

waited (patiently, of course) until about 8. 30 pm for the interview. 

Robert Wilson, who will be asking the questions , wonders whether it would 

not be more sensible for him to turn up lat er t his year - say, at 8 pm. 

This would allow him to have the rest of the London Line progr amme 

(i e extracts f r om the Budget speech and Mr Shor e ' s response) ready f or 

transmis sion, i nstead of having to return to t hat after the i nterview. 

May we gi ve him a realistic time ? If so, would 8 pm suit - or a bit 

later? 

IAN MACKELLAR 

,,~.Jvr-
Contact: Robert Wilson 930 7701 

. 
/J~~-r {111~(~ !uf"v 
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FROM; I R MACKELLAR 

11 March 1983 

MR HALL cc : PS/Chancellor-

BUDGET RADIO AND TELEVISION 

PS/CST 
PS/FST 
PS/MST(R) 
Mr Monaghan 
Mr Page 
Press Officers 
Mr Johnson 
DF 

Ministers have undertaken to carry out 18 radio and television engagements 

next Tuesday and for the rest of the week. We may expect others as 

comment from, say, the CBI, TUC, Institute of Directors and so on is made 

public and as the more esoteric points of the proposals are digested. 

At present, the list looks something like this: 

Chancellor 

15 March 

evening 

evening 

16 March 

7 am 

7.30 am 

8 . 15 am 

17 March 

6.30 pm 

18 March 

10. 45 am 

Chief Secretary 

15 March 

ad hoe 

Budget Broadcast 

COI Radio 'London Line' 

BBC Breakfast Time 

AM 

TV-AM 

Question Time 

Jimmy Young Programme 

BBC Budget Programme 

ITN Budget Programme 

IRN 

' l 

Robert Wilson 

No 11 

No 11 

·FrankBough/Alison Mitchell Noll 

Douglas Moffitt Bridge Street 

Peter Jay No 11 

Robin Day et al Greeµwood Studio 

Jimmy Young 

Robin Day or 
John TUsa 

Broadcasting 
House 

Norman Shaw 

Alastair Burnett Norman Shaw 
I 

Douglas Moffitt \Norman Shaw 





7 . 15 pm 

"'9.45 pm 

*.10.35 pm 

BBC Radio 4 Budget 
Programme 

BBC TV News 

fr:TN News at Ten 

Channel 4 

BBC R4 World Tonight 

Newsnight 

Financial Secretary 

15 March 

5.45 pm 

16 March 

11 . 30 am 

MST (Revenue) 

15 March 

6 pm 

Central TV 

BBC Radio Stoke 

Anglia TV 

*These times are provisional 

Rober.t Williams 

James Long 

David Rose 

Sarah Hogg 

{discussion) 

(discussion) 

Reg Harcourt 

Chris Ramsden 

., 

Malcolm Allsop 

IAN MACKELLAR 

! 

\ 

Norman Shaw 

Norman Shaw 

Norman Sha..,Y 

Wells Street 

Broadcasting 
House 

TV centre 

Wells Street 

Norman Shaw 

Wells Street 





~CHANCELLOR 

BUDGET CONFIDENTIAL 

FROM: R I G ALLEN 
DATE: 11Mach1983 

Mr Kemp 
Mr Hall 
Mr Ridley 
Mr Harris 

CHARTS FOR THE BUDGET BROADCAST 

At your meeting this afternoon, you suggested that the final column of Chart C - on 

inflation - should be slightly amended. It will continue to be animated, and could show: 

a. The average rate of retail price inflation under the present Government, taking 

into account some or all of the forecast period, with a caption perhaps saying 11 1979 

onwards". If we take the period to 1984 HZ the figure works out at about 10! per 

cent. 

b. Some intermediate position, say the average inflation rate in 198Z, Si per cent. 

c. The latest (January 1983) RPI inflation figure of 4.9 per cent - this was, of 

cou1·se, already to have been shown in Chart C. 

2. I have spoken to Margaret Douglas about this idea. We are both a bit concerned about 

putting in any intermediate figure - eg the 8 i per cent shown above. Jn her view this would 

be a very difficult idea to put across, with viewers liable to get confused. The essential 

point - how we are now doing better than the average - might come across more strongly if 

you just show (a) and (c). {)t,..<. ,,..... (A'\- (< I ~/If ~ ~ ~ ~ ~ 

3. I must confess to being a little concerned about Chart A on unemployment. It will be 

very difficult for you to avoid the accusation of misrepresention, however carefully you 

choose your words, when the final column shows an average level of unemploy~ent of only Z 

million, accurate though that figure is within ilie term9.f the c~~rt. lf th: re is one 

statistic that is surely well established in the public mino/it is the current 3 million level. If 

you really want to take the unemployment point op the jaw it might be best to take 

unemployment levels at the end of each period of Government: these would be, broadly, 0.4 

million in 1964, 0.6 million in 1970, a simi7 u>e in 1974, 1.3 million in 1979 and ~ million 

' ';..l-+ ~ ~ JtA ~~ 
~ ~ ~a.~'¥, 
~ ~ ~ ~.tNW~ "'~~ 

N ~ ""\.M-. ~ - "') 

~~~~~~,.. 
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BUDGET CONFIDENTIAL 

today. This does not quite show the same inexorable rise, but it is arguably a more honest 

presentation. The alternative, as I say, would be to make the point about the rise to 3 

million very clearly and explicitly in your text. 

4. I have told Margaret Douglas that I will let her have your reactions to these points on 

Monday morning. 

RIG ALLEN 

EB 

I 
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BVllGET COXF 1D.C1\11AL 

MR F MARTIN 

FROM: E KWIECINSKI 
DATE: 1 1 March 1983 

cc ~ance.;~lor 
PS/Chief Secretary 
PS/Economic Secretary 
PS/Minister of State (R) 
PS/Minister of State (C) 
Sir D Wass 
Mr Middleton 
Mr Moore 
Mr Kemp 
Mr Hall 
Mr Andren 
Mr M C Mer·cer 
PS/Inla nd ·Revenue 
Mrs Hubbard - IR 
PS/C&E 
Mr Howard - C&E 

BUDGET PRESS NOTICE: ENTERPRISE AND SMALL FIRMS 

The Financial Se cre tary has seen the Press Release attached to your 

note of 10 March. He is corltnt with the Press Notice, subject to 

the minor amendment s to the CTT pa ragraph I spoke to you about earlie r 

today. 

E KWIECINSKI 





' . 

FROM: I R MACKELLAR 
11 March 1983 

,_) PS/MST (REVENUE) cc: 
PPS -----·· 
Mr Hall 
Mr Monaghan 
Mr Page 
DF 

MINISTER OF STATE(R) 1 S ANGLIA TV INTERVIEW 15 MARCH 

I am gratefu l for your minute of 10 March: I am still trying to raise 

Essex Radio to rearrange the interview . 

2. I spoke to Malcolm Allsop this morning . He was delighted that we 

had been able to rearrange the Anglia slot at Wells Street. 

3. He will be in the press gallery during the speech and wondered 
'l 

whether, if you had a spare seat in the car, he might travel with 

you to Wells Street. It would have the advantage that, if you were 

delayed by a few minutes, the Minister and Allsop would have had an 

opportunity for their preliminary chat . He is an amiable companion , 

as the Minister knows. 

IAN .MACKELLAR 





FROM: I R MACKELLAR ]) 11 March 1983 

PS/FINANCIAL SECRETARY cc: PPS.--
Mr Hall 
Mr Monaghan 
Mr Page 
DF 

CENTRAL TV INTERVIEW: 15 MARCH 

Reg Harcourt says that, in case the Chancellor 's speech l asts longer 

than expected and the 5.45 pm appointment slips , he is trying to make 

arrangements to do the interview live from We l ls Street at 6 . 30 pm. 

For the time being, of course, the present arrangement stands . 

.. 

IAN MACKELLAR 





MR MACKELLAR 

FROM: :JOHN OIEVE 

DATE : 11 MARCH 1983 

cc. ~-cipal Private 
~Mr Monaghan 

" Mr Hall 
Mr Page 

BUDGET DAY BROADCASTING: CHANNEL 4 BID AND ROUN D-UP 

Secretar. 

The Chie f Secretary is content with the programrlie of interviews 

proposed in your minute of 10 March . 

J OHN GIEVE ' 
11 March 1983 
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MR MARTIN 

BUDGET PRESS NOTICES 

/ 

BUDGET CONFIDENTIAL 

FROM A P HUDSON 

DATE 11 March 1983 

cc PS Chancellor 
PS Chief Secretary 
PS/Financial Secretary 
PS/Economic Secretary 
PS/Minister of State (C) 
Sir Douglas Wass 
Mr Middleton 
Mr Moore 
Mr Kemp 
Mr Hall 
Mr A J Whit~ 
PS/Inland Revenue 
Mrs Hubbard - IR 

The Minister of State (R) is content with the following: 
I . 

a. The press notice on Tax Measures to Assist 
Charities (your 10 March minute to him); 

b. The items he is responsible for in the 
press notice on Enterprise and Small Firms 
(paragraphs9, 19, and 21 in your 10 March minute 
to the Financial Secretary). 

A P HUDSON 
Private Secretary 

BUDGET CONFIDENTIAL 





MR RIDLEY 

BUDGET BROADCAST 

Your redraft of yesterday. 

FROM: M A HALL 

c c 

11 March 1983 

Chancellor ~ 
Mr Kemp 
Mr R I G Allen 
Mr Harris 
Mr Jay J 1} -<.J1. 'J· Mf\ IJ 
Mr Dobbs 
Mr Kerr 

2. If I may say so, I think this is coming on well. 

one or two comments. ., 
I have 

Para 1 

I still have•slight misgivings about this paragraph, more about 
the wording than the sentiment. Could I suggest the following 
changes:-

First sentence to read "the problem is that successful 
broadcasting is supposed to be all about ••••• --
Fourth sentence to read 11so you wont be surprised that 

t-= -there are no giI!lJDi£1cs in my Budget today. It follows 
~ - -- -
Q~st the s~ lines as my four previous ones. And its 
become clearer ••••. right ones". 

Page 2.. Surely Australia has come to be identified with 

labour troubles and other economic problems? Should you 
not use Holland as a better example? 

Page 4 top line. This sound complacent. Might we not say 

"and the result is that we a.re getting inflation under 
control too". 

Page 5, first complete paragraph, last sentence. · If we say 



' 

\ 
... \ 



' 

"but we in the Government" the point is made more clearly. 

~ge 7. Worth quoting the number taken out of tax here. 

Page 9. I like these two last paragraphs. But I don't 
think we should overdo the "slow and ·.steady". I would just 
take the phrase out and leave the final setenee to read 

"its the policy we are sticking to because we know it works." 

M A HALL .. 

\ 

2 
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BUDGET CONFIDENTIAL 

FROM: MISS M O'MARA 

DATE: 11 March 1983 

MR ALLEN - without charts cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State (C) 
Minister of State (R) 
Mr Kemp l 

BUDGET BROADCAST 

Mr Hall } without 
Mr Ridley } charts 
Mr Harris } 

I attach the latest version of the Budget broadcast. 

The Chancellor would be grateful for any comments, except on 

the charts which by now are effectively fixed, as soon as 

possible on Monday morning, and in any case not later than lOarn. 

MISS M O'MARA 

BUDGET CONFIDENTIAL 
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DRAFT OF 11/3/1983 

BUDGET BROADCAST 

r:here's a basi \ problem about a 

And I can't prete~'ve solved 

Budget broadcast. 

it. / 

.1 

OM..:\-~ 

~l<t.~ 1-4"' ~ 

~K~ G<i\p· I. 
(44~) 

The problem is that succ essful broadcasting is all about 

coming up with something new, and different, and unexpected 

all the time. 

But successful management of a ·.pation 1 s economy is all 
\ 

\ 

about steadiness, and consistency, a nd sticking to the 

same plan. /; 

I I (~ -\- L "' .f j) -\-<:)~ ~-~..c..t 1 ... , •. ,.-0"-t :o..,,r{ vv-<.~"' '(}°'··' ''"11 "....J-1 f\..-1.(. 

/'HI~ i: ... f"""' d 
1
""'<.'JC( ,J So I rth~~~~ 'aren't any surprises in my Bud, et todayJ 

( /'61 r, ;<'-< Co ""·.,...t,... C'! o... \.:: 
r. ; , . 

It follows ~{ the same lines as my four previous ones. 

' 
With just one difference, perhaps . It's becom41g clearer 

and clearer every year that those lines ar~ the right ones ] 

1 ~~ ·;.r~ le,.\.- ~~sf ~f course it ' s a slow business . {! t was bound to be J 
We've all known, for years now, that things have been going 

wrong in Britain {~or. : :o_:i: t:~eJ 

A good many of you will remember the days when we scarcely 

thought of buying anything tha t wasn't made by British 

workers in British factories. But gradually that changed 

/motor bikes 





2 

~ t> ..... ,/"'~-, ,: ·~ ·r.~ . t ' " !:. - · - .·~ ... • ~"' .. ·0.. . . 

PK 
motor bikes from Japan,{cars from Germanyl shoes from 
~~~ ~ 

I ·' l 
~./ * ·e:iy . 

( -h-. $1.ol"t....t, '· ) 

{ During all those years our economy was getting weaker] 

If we're honest with ourselves, we've known for a good 

time now that we faced a long haul back to real prosperity. 

What's more, i-n the lae~ few year~ the rest of the world 
w" t ·, ... .r . .-.4 o V(j fu 1~, ~ '(f·"e.o.J IW k> _, V..,..(~,-<..j 

has ~ into difficulties a$ well. ~ I-ft--s~•en~-e-GWl~ries, 
~ !!.1 '-"--" . .v. ....~ 
" like Germany .o-r the United States- unempl0yment has been 

going up even faster than here. It's a world-wide problem. 

That 's another reason why I was right to tell you, three 

years ago, that it'll "take more than one . Budget, more even 

than two or three" to get things right: "because these 

things take time. 11 

K< 
Of course, some people still argue that~Government could 

take the old short cut,. and create lots of new jobs - just 

by lashing out more Government spending - by borrowing more. 

M~. t l 
.fc,..._./ '.J S'·V\) -

B~t they really should know by now that that •s/ ca recipe for 
~·J - L 
disaster.:./ 

It doesn't work, because it doesn 1 t last: in a year or so 

inflation is galloping ahead; the Government has to slam on 

/the brakes; 





CAPTION A 

Unemployment 

CAPTION B 

Inflation 

3 

the brakes~ and unemployment shoots up even higher than 

it was before. 

The figures prove it beyond doubt. 

The average level of Government spending has gone up 

\.v' -· ~ under every previous Government since the )'ar, as if'" :i:z;L 
+kir 

Governrnentstried to spend .j..K's way out of rising unemployment. 

And did it work? For a few months, yes. But in the 

long run it made things much worse. 

You only have to look at the figures to see what was really 

happening. 

a.JA~~ 
link between Government spending~and unemployment is 

inflation. In the short run perhaps, it can create a few 

jobs. But in the long run it ends up destroying many more.}) 

And you can see that inflation has gone up step by step 

inflation, unemployment. 

Government spending~d borrowing~ 
~o.U. 
'Phc three go together. 

under every Government. 

/That's why we 
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Ghatts why we knew we had to control Government spending, 

~d borrowing~and beat inflation._] 

We inherited plans for a huge increase in spending over c>,._._ 
the years aheadt So we had to (cutJ them drastically -

' and sometimes, in the short term, painfully. 

U< 
But all the time we've done all we can to look after( people 

who can't look after themselves. 

Even after allowing for rising prices, wetve been able to 

spend more, not ~ess , than previous Governments on the 
[ .. i ,J ·{' - f.:.<-_ - - ' - . 

/( 

t. l<'l~\ ~ ..... 

\ 

Health Service. Half a million more people lieee-1:-ved 

"b:l'eat:ment" in NHS hospitals L~a-s~yea'd than in 1978. J 
More, not less, on pensions. More, not less, on the 

unemployed and training young people - helping them to find 

a job. 

But at the same time we have been getting the total of 
~~~ 

Government spendingAunder control. And the result is 

we're getting inflation under control as well. 

~ c.. 'I '--''\Iv ~ c .. ~ 
CAPTION C This Government will be the firs.t s-:i:<nee-the war to ach.ieve 

Inflation f..tc.. r :) an average inflation rate lower than the one before. -And again 

if yeu look at our tremenaeus progress year By-year it ' s 
• '-- fr1' J,. J > -' ~ 

~vsB-mere-ene&~r-a~xng . ' 
, ... ,.f l ( • f I ,,,_,._,. f tl a..) 

J 

( ' ~· ~<n.t- C":\. n.r~ ,1.., .W• ' t 
1L ~v '¥1' '1'\.. O.~o. /...,.., v c • ;.,... f"' (,.~__, °"-''""' ·f(, I ' " I ~ A.vo,J'L... 

eo... ~:~ o~ S F '..1 (t..- i .. A d. i/ t J ,< f•-VV- r' /An~ ~ n~t just 
...u c.o t , , t>-J.J A U..u< l~ c, ~ ti 1 , ,..,v ~ 

1 .,L .., ' • f...o,.. , o...tA l 'O C\ .J v I ( 
/t, of/" ,..., ~ ttR N <..(lj-.J f lf / ... 'if.tv (, ?) f<.<--'f 1L • ..c>0 t -<-l:::. f l<-, 





I I I (2., ~(\ - OI 

11\A.f l ·~ !AJY.t 
r ~· ~' 1 fw~ 

o .. d t...t,,.....,. ro-.li. 

CAPTION D 

~ (;;i-\ •· 1'-Us( j,<;> !...>-( 

1\.....0(1 (e.,...,.~-' 

N1>. '\'\ 

5 

~ l-o~ ~1> ~o fld.p 1-o,J 
And rrat-tu-st tpwer inflation"~ lowt!r interest rates ~ ...... 

,a,s well. We knew when we came into off ice that Britain 

couldn't go on for ever living on borrowed time and 

borrowed money. 

As I've said, Government borrowing had been rising dangerously 
~~~ ~~u... . 

for a long time. I've ~ut it down very firmly J 

L, t{ (. 1 ~~ .. I; It .-\. ... ('.) ,.,_tf . . i -K~ 
~hat'~ brought down1the 

1
cost of what businesses and 

\. s !.-.J p 'J 

families borrow, ~ile. drama tica-ll"y. As a result ~~:.,..t:. £ l.f 
0 

average couple, buying their first home,are paying !f :J' 
less a month than a year ago. And it's costing companies 

hundreds of millions less to invest in tomorrow's jobs. 

But still u~employment is much too high. And there's 

only one long term way to deal with that. 

p\( /~-~~/1 - British industry has to make goods aie p .. ieef!I that can 
""""",)v.._.1 (\. , r< ( ~ ·~~ 
C.o.--·'t' ! t. .,. • r ' compete, to win orders around the world and in Britain too. 

And then take people on to meet those orde_rs. That's how 

a real recovery has always worked. Better productivity, 
I . ( "' " ' I I\ 0 ~ x.I L c. f ( ' ' {1(, A ..... (, •• ,,/'\ 

lower priees ' " And in time,more jobs. For years in 
C'.l'--' f,_.:, ~ (.).~ ~ -~~~ ~ J..-o t..~~.>( +~ 1-t. W"'-. IV'o 

Britain we we~e ...prod.uc.i){g ...Less-P~an~and-woman-ili~ 
Cl, ~, I .lv ~ >, Jd~ r.: 
al-mG).S.t-a.I1¥--Qf our cornpe.t;.4.~rs-. Lin fact we were doing so s"'Ja<r 

badly it was almost an international jokJ Now that's all 

changed. 

/From 1960 





CAPTION E 
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~ 1'-&---8"'--"l..~ 
From 1960 to 1980 when our competitors' productivity grew 

I ~ '+ °' FI .!L /2.. ~ 19 ~() <::>J'I 
by~ per cent/\ ours only grew by )1 per cent. But s:i:aee 

I C,'iSJ. t-use. l Y.;>. . c'- 'jv...r b...3 ro-s'Z.. I,.,. 
J.,9-8b,theirs lµ(s only risen by fl per cent~w~ ours hers J 

"'-'<> I~ ftA,..., ~ 4 111 r-v <..t,...:j· 

s-fle.t--l:lp-t-e--0-~~r~cent. As a result, we're beginning to 

win back a larger share of world trade. ~];-the £..1..;s.t. 

/>.l(.1 A - r--7::>\, _t;...i:ffte- :trt a m:nterat ion.=.l 
"' -L 

That's something the British 

people have achieved - not this Government. People like 
o.,(A...o\'l-

those who work at Jaguar, for example, making~hree/ times 

as many cars per man this year as they did two years ago -

and selling them. But we in the Government have· been 

playing our part too. 

Resisting calls to go back to the old ~nflationary binge 
:>. ... :j.. ~ (SV"<-0 ..... .) uj . 

of more Government spendingA 

Cutting taxes when we can. And when we do, choosing the 

right priorities. 

/So I've 





CAPTION F 

NIS 

BUDGET CONFIDENTIAL 

I f=-57 ~~ ~ ~ fLl,, J .s tl£ ·" I\~ l\~kO - oG 
"1 c ( ( -, , ., -- v- '°o~ ~ ~ ~'-' -l -.I\. , ~ 

So I've been cutting industry's costs, by cutting the 

tax on jobs that Labour introduced, and then increased. 

I've cut that now no less than three times in the last 
~ w ~ ~J,· ....., '<""tw-J~ ~ 

12 months. And that will "gielp to bring back jobs .) ~ ~~ 
. ~w-<~'°'"· 

oKv 
I've cut~taxes a,ain today a&pegialiy to help ~business~, 

particularly sma~l businesses - ~hich, as they grow, can 

create the new jobs we need) ~J;~ vJ...CL w1iU ~~ \~~ 
--t~...a.<.:A ~. 

~a..,.~, 
~ This year,. I've introduced the Busines~ Expansion Scheme -

~<., ,~.._,,.,.- ';:!""......_'°,_, (_ I., { .} ,.. ) t w r(. 

~:i.-~v~y 9cne-r-e-l:l-Sl tax relie~ i or investment in ~ small 

v and medium-sized firms - old as well as new. 

Special cash grants for investment in small engineering 

firms. I 1 ve given another real boost to the new technologies 

which will create tomorrow's jobs. 

~ 
1M1 Tax help jt6r firms t~ give their workers a share of the 

profits. And cash grants for people out of work who want 

to start a new bu;Siness. . . ~ ux · l~«.c, h.vWl~( ... i~~\-J., 

r attPJ.'-~ ~'wt. ~ ~v-. ~~ •"("--->+"~. \k ....... ~ ..... r 1 ., • 
1 I .:r...,w, I ' .J 1 · . ( I l I I ·I k.4:f. ?L ... < k~..,.iv ~en ... ),. ~ ~"'-.Q... It I' • 14., cl I,; • ,le 

f • ~. -t .A.(1 I c. /H."- A , I',. i' /-1;. ~ .,-<.. t 
ov<.ff(,/.&vi"'.:J'AJ Bu...t//I ' ve found room too, to help those whom we all want 

to help ~ tA1. ~, \t.QQ... ~~ ~"- ~'~ "a..u-~ ~ .,1w.~ ~ 
~···.;~a . .. ~. 1 
·~(U.. 

. L L~ensioners, for example. Si nce we were eleeted, prices 
~~· N~.,,_,.,v ,~ ~' r: • I 

1
1-v-.u ~ ""(1.f~l 1 

"""' '"'( ave gone up by L- ./""'_/ per cent . Pensions have gone up 
I r..J L.-.lr. A,. t\..A>- ~ 
J . ;, /'c.. by more th~ £at, by L- - er cent. {And p z nsione ~ 
C...V .(-,' ~~\ ' 1.,..1"-'t. I ~ 
~ I t!>)\..., ~ ~~' -
~ r •f. (~o ~ \won' e losing any o f/'Ehat increase.:/ LNe7 N v ernber, 

<. f-•.J ( 1 y ( ;),.._~,-( .~ 

t"""'u , ' t ~1.· ~ '1 Of-</ < 1 ~-CiH 1 wl.;;:, IL...,:J..., ~ ""'"° CQ~·u.4oi ~ /pensions will 

___ __..,_ ~~ ~~ 1.-vvU A......:.~u "1~ - \~~ 
It A , ~ ~h,U W. V;.f ~,\) f .,~ ~ ~ ~ '-.,...~ ( -~ 
L~ ~~"~~ "'' lo:....~ , of:,~ v..~~~ ••,J!. I j:J...la.~ 
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BUDGET CONFIDENTIAL 

pensions~ up again by the 7.,.,..-am:unt~ces 
have ~en between last surnm~nd this~~ 

We've been able to give real help to families as well, 

particularly the low-paid. Because from next November 

8 

-to f.b· S°O f., ~JI ~. t ~ 
child benef.i t is going up i£ _i- a weekf -~t:-' 11- b _a wo.rth 

more than ever before. ~._,;ul',,: :{';',' -~,~'';, ':.,~~:;·~ 
\, -

People who are out of work will have the full value of 
~l.a-.J f\A-1' 

their benefit~ restored. ,.... 

I've extended the special tax allowance for widows, which 

I introduced FWO 
~I-"~ tV' 

help t--h~eu~h the 
1-0- 'r o-.J.. ~ . 

years ago, s9 as to give them real ~as.ft. 
~ ..._;:..:_ vt 

year .when, their husband dies,~ V...:. IL ... 

I've introduced new measures to help the disabled. 

And I'm proposing further assistance for the charities 

which do so much to care for those in need. 

One other big thing: lower income tax. That's good for 

PK- f-v:~.• "·· ,(,.c,f <:J< 4
.,. people - pai ticalari:y the :tow-paid ~ and good for business 

~' <'<·' 1 , •. • ~t •c l,i .. . w ..... 
v 

too. 

Over the last few years I've not been able to cut income 

tax as much as I should have liked. Industry had to come 

/first. 
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first. But this year Itve been able to cut it quite 

a bit. 

Not by cutting the rates,but by raising the point at which 

people start paying income tax. 

give mos·t help to the low-paid. 

That 's the best way to 
f.\-1.., <'•~-" I \/ I 1\.-vj ~l ;...,, 

l~t,.Sa.r,t-a-m-3.-1-i--i"O"ffi 

low-paid workers who are paying tax now won't pay income 

tax at all next year~ 

We need to strengthen incentives in Britain at all levels. 

But particularly for those in the so-called poverty and 

unemployment traps who all too often find that i~ just 

doesn 1 t pay to work. By raising the starting point of 

tax, I've been able to give them a new sense of hope. 

And I've started to put right a problem which has been 

growing in Britain for 30 years or more. 

/Every measure 
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10 

Every measure in this Budget is designed to help the 

recovery which is now getting under way. And it is, 

you know. Slowly, but surely. 

There ar.e more houses being built than a year ago; 

more goods being sold in the shops; more cars, more trucks 

being sold; and more of all these things being made in 

Britain. 

That means that as the world recovery gets going, Britain 

will be really well placed to ride the crest of the wave 

instead of being swamped by it, as we've always been before. 

Of course we won't see unemployment come tumbling down 

overnight. That 1 s a problem the whole industrial world 

is going to have to cope with for· quite a time to come. 

But there is a new mood of r~alism and determination in 

the COWltry. 

~ """-a~~p~ 
It shows up in the(loW){_:trike{_figure~, (}:he good export 

~u... I o '-J"V p...~ '"'~ 
figures} ~h~ ~L<t_nflation figures} l_the'_J rising 

productivity[ f igures1 - almost everywhere you look. 

~ 

That ' s [:=.he result)w~ ' ve been ~iming for (consistently) ever 
11r, ~ ~ M~ )WJ· ~ ~~ <:-ol t4\~ ~ l.Mr · 

since we took over. L And it's the policy we 1 re sticking 
r...U.. . 

to because weLknow ~t works3 ~ ~~ ,..\.-} ·i.CIC: ~ ~ .,..J......"'' 1.(.11~ . 
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I thought it might be useful to list the charts we are 
now preparing. 

They are:-

A. Unemployment 

E. Inflation (up till 79) 

C. As B. but with animated 79-83 
D. The Borrowing Burden 

E. Manufacturing Productivity 

F. Tax on Jobs 

Attached are very rough sketches. Final work on F can only be 
done on Tuesd~ afternoon. 

Martin Rall, Esq., 
Press Secretary, 
The Treasury, 
London S .W. l 

I 

~AJ1f-
Margaret Douglas 

Producer 
Current Affairs Group, Television 
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CHIEF SECRETARY 

BUDGET BROADCAST 

Covering BUDGET SECRET 

cc: Financial Secretary 
Minister of State (C) 
Minister of State (L) 
Mr. RicJley 
Mr. Cropper: 
Mr. Cardona 
Mr. Aaronson 

The Chancellor has asked me to circul~te the attached version 

of the Budget Broadcast, which he has revised in style rathar 

than content, for urgent comments please, 

2. 

.. 

He is seeing Anthony Jay at 9.45 this morning • 

•• 

f. ./ .'I· f 
- I ['bJ" I 

(P.S. JENKINS) 

10 March 1981 

Covering BUDGET SECRET 





BUDGET BR OADCAST - 10 MARCH , 1981 

Yes - in ma ny ways , i t ' s a t ough Budget . And times 

are tough already for a lot of people . 

I know. Because i n the last year I 've been to a 

lot of th e places wh ere people are sufferi ng most from 

the recession . To Northern I rela nd , South Wa l es, 

Clydeside , and the Nor t h . And, of course , I ' ve met 

t he busines smen, whose firms are being squeezed, The 

peo ple i n public serv ices trying to keep up standards 

despite the cuts. An d, worst of all, those who're 

looking fo r a j ob - some of th em f or quite a time. 

So , i f the Government u nders tands how gr im t hings 

are t he obvious qu e s tion to ask is: Wh at a re we doing 

abou t it ? And I've got to start by e xp l aining that there 

a re some th i ngs we can't do anyt hi ng about . We ca n ' t 

for example cut ourselves off f r om the rest of the 

world . And at t he moment a l o t of other count ries are 

fac ing t he same kind of t hing. Unempl oymen t's going 

up in Germany, in France , in most western c ountries -

even Japan . 

Because we i n Britain hav e been making th ings 

especiall y hard for oursel ves. Over quite a number 

of years . We've bee n pric ing ourselves out of jobs. 

/Beca use our 





Because our pay's being rising much faster than 

our production. 

So our costs have bee n r isi ng faster than our 

foreign competitors. Much faster. More than twice as 

fast. And in the last three years nearly three times 

as fast . So it's been get ting harder for us to sell our 

goods abroad. And eas ier f o r other countries to sel l 

their goods here. The pay rises of r ecent years have 

caused a lot of today' s unemployment. 

And that problems have been getting worse in 

Britain fo r a lo ng tim e . Under Governments of both 

parties . The figures show that very clearly . 

Take inflation first. Under each new Government -

Labour or Conservative - prices have gone up faster than 

under th e o ne befo re. Less than 3 per cent a year at 

t he e nd of t he first Con s erva t i ve Government a ft er t he 

war. 4! per cent under Mr. Wilson's first Labour 

Governm ent of the 1960s , 9 per cent under the last 

Conservative Government. And 15 per cent under 

Mr. Callaghan. 

Some people think we can choose between inflation 

and un employment. Let inflation rise a bit, they say. 

To get unemployment down. But it doesn ' t work like 

tha t . The two go t ogether . Higher inflation means 

h i g her unemployment . 





These figures show that. They show the average 

level of unemployment under each of those same 

Governments. And you can see that unemployment has 

been climbing steadily too: 400,000 up to 1964. Half 

a million by 1970. Three-quarters of a million by 

1974. And one and a quarter million under the last 

Labour Government. 

That's why itts so important to defeat inflation. 

It isn't just theory. It's fact. We have to keep 

inflation coming down. If we're to stop unemployment 

going up. 

And on that we're making headway. Real progress, 

as you can see. 

The inflation rate has been coming down month by 

month since last spring. And it is going to come down 

further. 

I said last year that it would take more than one 

Budget, more even than two or three, to have a chance of 

getting inflation under control. That's why we can't 

let up now. 

There's something else we want to. And that's 

lower interest rates. That's good for people with a 

/mortgage 





mortgage . But it's good for business as well. And 

that's good for jobs. 

And the main reason why . interest rates have been 

high is because Governments have been borrowing too 

much. That's been my other big problems this year. 

Beca use if I'd done nothing about it, then Government 

borrowing next year would have been up to a record 

£1 4 billion, Even bigger burdens on industry. And so 

an even bigger risk to jobs. I could not accept that. 

So I've had to take action to get Government borro·wing 

down. And it's better to do that by raising taxes on 

those least harmed by the recession than by cutting 

expenditure that's he l ping those who've been worst hit. 





Check fi gu res 
on c hart 

A lot of my Budget is about helping those who mos t 

need help . Pensions will go up in November . By £2.45 for 

t he single person . And by £3 . 90 for the married coup l e . 

Child benefit 's up too by 50 poence. 

Tha t fully compensates for rising prices . In this 

Internat ional Year of Disab led People - we 're giving 

some extra help to them too . And we 're ta king specia l 

measures to help the unemployed - particularly young 

people who have'not found a job. 

Obviously these things have to be paid for , And 

I've tried to place that burd en on thos e who can afford 

i t bes t . On the oil compan ies and th e banks . for 

example. They're been making good profits , despite the 

recessio n. But I've raised taxes for indivi duals as 

well . Because while business has been g etting worse 

off , mos t of us have had rather more to spend . 

That may come as a surprise. But during the last 

three years earnings have gone up mu ch faster than 

pric es . So , even after you allow for inflation , real 

incomes after tax hav e actua lly risen by [a sixth] 

[17 per cent] . A real rise i n living standards . That 

would be fine, if onl y national produ ctio n had risen 

as fast . But it hasn' t . Production's up by on 2 per 

cen t . So individuals have on average been able to spend 

eight times more than the i ncrease in what we product . 

/And it 's 
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And it's company profit s that have suffered. Company 

prof its - that's today ' s investment for tomorrow's jobs. 

Compa ny i noome even if you include the Nort h Sea ha s 

fa llen by [a quarter] [25 per cent] over t hose same 

three years. 

That 's why I've had to ask individuals to pay more . 

That' s why I' v e had to pu t up taxes on beer , whisky, 

cigarettes and petrol. I have been able to leave 

income tax rates as they were. But I've not been able 

to raise the income tax a llowances. I'v e had to [do that ] 

To help those who are worst off. And to help business es . 

Because he lp ing businesses mean s he l p i ng jobs, 

It 's Britain's businesses that will help Britain 

back to prosperity. And that's why I'm helping them 

now. We've given a lot of money to help Brit ish Steel 

and British Ley land to bring themselv es up t o date - to 

get compe titive. Th rough lower prices for bulk us e rs 

of gas and electricity, for example, And above all by 

getting interest rat e s down. 

But i t 's the new firms , the new busi nesses I wa nt 

t o hel p particularly . I've already done a l ot for 

them in earl ier Budg ets . Today I'm c arrying on the task 

by l a unching what I've called the Business Opportuniti es 

Progr amme. A whole series of tax reliefs and incentives 

/to improve 





to i mprove th e c ha nces of people who want to start new 

businesses . 

My last j ob has been to keep up the batt le against 

extravage nce in public spending . Becaus e publ ic spendi ng 

is (very largely paid for by priva te indu stry]. 

And private industry ' s been f ighting very hard . 

Fighting, by get ting pay se ttlement s down - because 

they'v e go t to. Th a t's why we in Government have got to 

do t he same . We can ' t pay ourselves or each othe r more 

than th e tax payer, or the ra tepaye r can affo rd. 

I ' ve said that ou r po l icies won ' t br ing qui ck or 

easy results . But al ready there are encourag ing signs . 

I've shown you how inflation i s coming down. And i t ' s 

a fact that our exports are still do ing well . One of 

the most enc ouraging th ings of a ll - new businessses 

are sta rt ing up. [And we may now be. comi ng to the l ow 

point of the recession .] Of course, things will stay 

d i fficult fo r a while yet . You don 'ts reverse a 20-year 

decline overnigh t . Today's Bu dge t can' t ;bring qui ck 

results . At the mome nt it's an uphill slog . But I'm 

sure i t ' s bet te r to st ic k at tha t than to go back to 

the old downh i ll side . 

Goo dnight . 
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BUDGET DEBATE 

-

cc Principal Private Secretary 
PS/Chief Secretary 
PS/Financial Secretary 
PS/Minister of State {C) 
PS/Minister of State (L) 
Mr Bridgeman 
Mr Battishill 
Mr Monck 
Mr Lavelle 
Mr Allen 
Mrs Gilmore 
Mr Aaronsen 
Mr Folger_ 
Mr Corlett 
Mr Kelly 
Mr Ridley . 
Mr Cropper 
Mr Cardona 
PS/Inland Revenue 
PS/Customs & Excise 

Your minute of 27 February sought information on the likely arrangements 

for .the Budget Debate. 

2 . Ministers have already agreed that the Debate on the Budget will 

be over the following four days: 

Tuesday 10 March 
Wednesday 11 March 
Thursday 12 March 
Monday 16 March 

The formal announcement wi~l be made by the Leader o f the House in 

his weekly Business Statement on Thursday 5 March. 

3. There is no allocation of days to specific aspects . What happens 

is that inunediately after the Chancellor's Budget Speech, the Opposition 

will, in the light of the Budget content, inform the Government Chief 

Whip of their spokesmen for the second, third and fourth days of the 

debate. Once this information is to hand, the Government will be in 

a position to anticipate the topics likely to be raised and then go 

firm on t he provisional plan as to which Ministers should be fielded 

on each day. 

4. Ori day 2 (11 March this year) it is the convention for the 

/Opposition 





Opposition to open, with a Treasury Minister - usually the O:i.ief 

Secretary - speaking immediately afterwards. In recent years the 

Liberal spokesman has then followed with a Treasury Minister - either 

the Financial Secretary or 'the Minister of State (Commons} winding 

up at the end of the day. One or other of the same two Treasury 

Ministers also delivers the closing speech on day 3, while the 

Chancellor conventially concludes the debate on day 4. 

5. I understand that Treasur1Ministers have now discussed the 

speaking arrangements and, subject to learning the names of the 

Opposition spokesmen, the provisional plans are:-

Day 1 - Tuesday 10 March: 
Budget Statement, Chancellor of the Exchequer 
Response by Leader of the Opposition 
One or two Backbenchers 

{The day's debate usually ends at around 7.00 pm) 

Day 2 - Wednesday 11 March 
Statement by the Secretary of State for Health and 

Social Security on Social Security changes (After 
Question Time and before the formal debate resumes) 

The day's debate opened by the Opposition, followed by 
Chief Secretary on public expenditure, day's debate 
closed by the Financial Secretary. 

Day 3 - Thursday 12 March 
Opening by Secretary of State for Health and Social Security 
Closing by Minister of State (Commons) 

Day 4 - Monday 16 March 
Opening by Secretary of State for Industry 
Closing by Chancellor of the Exchequer 

6. I understand that the Secretaries of State for Employment and 

Energy are standing by to participate in the debate if required. 

7. Once we know the final format we must take the necessary steps to 

ensure that both the Front Bench and the Speaker's Box are fully covered. 

J SALVESON 
Parliamentary Clerk 
3 March 1981 
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Financial Secretary 
Economic Secretary 
Minister of State (C) 
Minister of State (R) 
Mr Kemp 1 

BUDGET BROADCAST 

Mr Hall ) without 
Mr Ridley ) charts 
Mr Harris l 

I attach the latest version of the Budget broadcast. 

The Chancellor would be grateful for any comments, except on 
the charts which by now are effectively fixed, as soon as 

possible on Monday morning, and in any case not later than lOam. 
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DRAFT OF 11/3/1983 

BUDGET BROADCAST 

There 1 s a basic problem about a Budget broadcast. 

And I can't pretend I've solved it. 

1 

The problem is that successful broadcasting is all about 

coming up with something new, and different, and unexpected 

all the time. 

But successful management of a nation's economy is all 

about steadiness, and consistency, and sticking to the 

same plan. 

So , there aren't any surprises in my Budget today. 

It follows just the same lines as my four previous ones. 

With just one difference, perhaps. It's becoming clearer 

and clearer every year that those lines are the right ones. 

Of course it's a slow business. It was bound to be. 

We 've all known, for years now, that things have been going 

wrong in Britain for a long time. 

A good many of you will remember the days when we scarcely 

thought of buying anything that wasn't made by British 

workers in British factories. But gradually that changed 

/motor bikes 
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motor bikes from Japan, cars from Germany, shoes from 

Italy. 

During all those years our economy was getting weaker. 

If we're honest with ourselves, we've known for a good 

time now that we faced a long haul back to real prosperity. 

What's more, in the last few years the rest of the world 

has run into difficulties a~ well. In strong countries, 

like Germany or the United States, unemployment has been 

going up even faster than here. It's a world-wide problem. 

That's another reason why I was right to tell you, three 

years ago, that it'll "take more than one.Budget, more even 

than two or three" to get things right: "because these 

things take time." 

Of c.ourse, some people still argue that Government could 

take the old short cut, and create lots of new jobs - just 

by lashing out more Government spending - by borrowing more. 

But they really should know by now that that's La recipe for 

disaster!./ 

It doesn't work, because it doesn't last: in a year or so 

inflation is galloping ahead; the Government has to slam on 

/the brakes; 





CAPTION A 

Unemployment 

CAPTION B 

Inflation 

3 

the brakes; and unemployment shoots up even higher than 

it was before. 

The figures prove it beyond doubt. 

The average level of Government spending has gone up 

under every previous Government since the war, as Leveri7 

Government tried to spend its way out of rising unemployment. 

And did it work? For a few months, yes. But in the 

long run it made things much worse. 

You only have to look at the figures to see what was really 

happening. Under every Government since the war the 

average level of unemployment has been higher than the one 

before. 

And the link between Government spending and unemployment is 

inflation. In the short run perhaps, it can create a few 

jobs. But in the long run it ends up destroying many more. 

And you can see that inflation has gone up step by step 

under every Government. Government spending Land borrowing/, 

inflation, unemployment. The three go together. 

/That's why we 





CAPTION C 

Inflation 
again 

4 

That's why we knew we had to control Government spending, 

~nd borrowing2 /and beat inflation. 

We inherited plans for a huge increase in spending over 

the years ahead. So we had to cut them drastically 

and sometimes, in the short term, painfully. 

But all the time we've done all we can to look after people 

who can't look after themselves. 

Even after allowing for rising price$, we've been able to 

spend more, not less, than previous Government~ on the 

Health Service. Half a million more people received 

treatment in NHS hospitals Llast yeaE7 than in 1978. 

More, not less, on pensions. More, not less, on the 

unemployed and training young people - helping them to find 

a job. 

But at the same time we have been getting the total of 

Government spending under control. And the result is 

we're getting inflation under control as well. 

This Government will be the first since the War to achieve 

an average inflation rate lower than the one before. And 

if you look at our tremendous progress year by year it's 

even more encouraging. 

/And not just 





CAPTION D 

5 

And not just lower inflation, but lower interest rates 

as well. We knew when we ca.ime into office that Britain 

couldn't go on for ever living on borrowed time and 

borrowed money. 

As I've said, Government borrowing had been rising dangerously 

for a long time. I've cut it down very firmly. 

That's brought down the cost of what businesses and 

families borrow quite dramatically. As a result the 

average couple, buying their first home,are paying LE _7 
less a month than a year ago. And it's costing companies 

hundreds of millions less to invest in tomorrow's jobs. 

But still unemployment is much too high. And there's 

only one long term way to deal with that. 

British industry has to make goods at prices that can 

compete , to win orders around the world and in Britain too. 

And then take people on to meet those orders. That's how 

a real recovery has always worked. Better productivity, 

lower prices. And in time.,more jobs. For years in 

Britain we were producing less per man and woman than 

almost any of our competitors. In fact we were doing so 

badly it was almost an international joke. Now that's all 

changed. 

/From 1960 





CAPTION E 

6 

From 1960 to 1980 when our competitors' productivity grew 

by x per cent, ours only grew by y per cent. But since 

1980,theirs has only risen by a per cent while ours has 

shot up to b per cent. As a result, we're beginning to 

win back a larger share of world trade. L=f~r the first 

time in a generation~/ That's something the British 

people have achieved - not this Government. People like 

those who work at Jaguar, for example, making Lthre~7 times 

as many cars per man ~his year as they did two years ago -

and selling them. But we in the Government have been 

playing our part too. 

Resisting calls to go back to the old inflationary binge 

of more Government spending. 

Cutting taxes when we can. And when we do, choosing the 

right priorities. 

/So I've 
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NIS 
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So I 1 ve been cutting industry's costs, by cutting the 

tax on jobs that Labour introduced, and then increased. 

I've cut that now no less than three times in the last 

12 months. And that will help to bring back jobs. 

7 

I've cut taxes again today especially to help new businesses, 

particularly small businesses - which, as they grow, can 

create the new jobs we need. 

This year, I've introduced the Business Expansion Scheme -

with very generous tax reliefs for investment in all small 

and medium-sized firms - old as well as new. 

Special cash grants for investment in small engineering 

firms. I've given another real boost to the new technologies 

which will create tomorrow's jobs. 

Tax help for firms that give their workers a share· of the 

profits. And cash grants for people out of work who want 

to start a new business. 

But I've found room too, to help those whom we all want 

to help. 

Pensioners, for example. Since we were elected, prices 

have gone up by L- _7 per cent. Pensions have gone up 

by more than that, by L / per cent. LAnd pensioners 

won't be losing any of that increase~/ iNext November, 

/ pensions will 
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pensions will go up again by the same amount as prices 

have risen between last summer and this~/ 

8 

We've been able to give real help to families as well, 

particularly the low-paid. Because from next November 

child benefit is going up LE _7 a week. It 1 ll be worth 

more than ever before. 

People who are out of work will have the full value of 

their benefits restored. 

I've extended the special tax allowance for widows, which 

I introduced two years ago, so as to give them real cash 

help through the year when their husband dies. 

I've introduced new measures to help the disabled. 

And I'm proposing further assistance for the charities 

which do so much to care for those in need. 

One other big thing: lower income tax. That's good for 

people - particularly the low-paid - and good for business 

too. 

Over the last few years I've not been able to cut income 

tax as much as I should have liked. Industry had to come 

/first. 
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a bit. 
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But this year I've been able to cut it quite 

9 

Not by cutting the rates,but by raising the point at which 

people start paying income tax. 

give most help to the low-paid. 

That's the best way to 

LMore than a millio~/ 

low-paid workers who are paying tax now won't pay income 

tax at all next year~ 

We need to strengthen incentives in Britain at all levels. 

But particularly for those in the so-called poverty and 

unemployment traps who all too often find that it just 

doesn't pay to work. By raising the starting point of 

tax, I've been able to give them a new sense of hope. 

And I've started to put right a problem which has been 

growing in Britain for 30 years or more. 

/Every measure 





Every measure in this Budget is designed to help the 

recovery which is now getting under way. 

you know. Slowly, but surely. 

And it is, 

There are more houses being built than a year ago; 

10 

more goods being sold in the shops; more cars, more trucks 

being sold; and more of all these things being made in 

Britain. 

That means that as the world recovery gets going, Britain 

will be really well placed to~id~the crest of the wave 

instead of being swamped by it, as we've always been before. 

Of course we won't see unemployment come tumbling down 

overnight. That's a problem the whole industrial world 

is going to have to cope with for quite a time to come. 

But there is a new mood of realism and determination in 

the country . 

It shows up in the low strike figures, the good export 

figures, the falling inflation figures, the rising 

productivity figures - almost everywhere you look. 

That 's the result we've been aiming for consistently ever 

since we took over. And it's the policy we're sticking 

to because we know it works. 





/JJ /JJ (i1 6!l 
BRITISH BROADCASTING CORPORATION 

LIME GROVE STUDIOS LONDON W12 7RJ 
TELEPHONE 01-743 8000 TELEX: 265781 

TELEGRAMS ANO CABLES: TELECASTS LONDON TELEX 

llth March, 1983 

I thought it might be useful to list the charts we are 
now preparing. 

They are:-

A. Unemployment 

B. Inflation (up till 79) 

C. As ]. but with animated 79-83 
D. The :Borrowing :Burden 

E. Manufacturing Productivity 

F. Tax on Jobs 

Attached are very rough sketches. Final work on F can only be 
done on TueSdQ\V' afternoon. 

Martin Hall, Esq., 
Press Secretary, 
The Treasury, 
London S.W.l 

I 

~f-
Margaret Douglas 

Producer 
Current Affairs Group, Television 
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BUDGET CONFIDENTIAL 

FROM A P HUDSON 

DATE 11 March 1983 

cc PS Chancellor 

\~(? \ . 

·ps Financial Secretary 
Mr :rij.ddleton 
Mr Moore 
Mr Robson 
Mr Ridley 
PS/Inland Revenue 

BUDGET PRESS RELEASE : INTEREST ON EUROBONDS 

The Minister of .State (R) is content with the sections on 
the Treatment of Interest on Eurobonds in the draft press 
release attached to your 10 March minute to the Financial 
Secretary. 

A P HUDSON 
Private Secretary 

BUDGET CONFIDENTIAL 





CONFIDENT.irAL 

1 . MR 

2. MR KWIECINSKI 

FROM: G S JOHNSON 
11 March 1983 

c~ss O'Mara 
Mr Brazier 
Mr Chambers 
Mr Batchelor 

Mr Hall 
Mr Monaghan 
Mrs McKinney 
DF 

IN STUDIO BUDGET RELEASE 

This minute confirms the rehearsal arrangements with BBC TV at Wood Lane 

on Monday 14 March. A car has been arranged to take_ you to stud~o 6 

from the Treasury circle at 2.15 pm, the driver will be Mike Goodland and 

the licence number of the car is WOY' 857X. The car will have a BBC TV 

sign displayed on the windscreen. On this occasion you wi ll be 

accompanied by Mr Towers (press office). 
' l 

On Budget day the time and transport ar rangements will be t he same. 

Please contact Mr Brazier for your set of documents whichmust comprise 

of: 

10 copies of sectioned version of Speech , in separate envelopes 

each marked with number of section 

1 unstapl~d Speech with sidelines and headlines for page-by-page 

distribution 

2 separate envelopes, containing l copy of Speech, snapshot, 

FSBR, Command Papers and Press N~tices, addressed to:-

1. Producer, BBC Budget Programme 

2. James Long: BBC Economics Editor. 

and to be handed over at end of Speech. 

It is advisable to check that you have the right amount of documents and 

that they have been collated correctly. 

Your studio "contact is David Dickinson, programme producer, Tel: 743-8000. 

\ 

G S JOHNSON 
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BUDGET CONFIDENTIAL 

FROM: MISS M O'MARA 

DATE: 11 March 1983 

MR ALLEN - without charts cc Chief Secretary 
Financial Secretary 
Economic secretary 
Minister of State (C) 
Minister of State (R) 
Mr Kemp l 
Mr Hall ) wi.thout 
Mr Ridley ) charts 

--Mr Harris l 

BUDGET BROADCAST 

I attach the latest version of the Budget broadcast. 

The Chancellor would be grateful for any comments, except on 

the charts which by now are effectively fixed, as soon as 

possible on Monday morning, and in any case not later than loam. 

MISS M O'MARA 

BUDGET CONFIDENTIAL 
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DRAFT OF 11/3/1983 

BUDGET BROADCAST 

There's a basic problem about a Budget broadcast. 

And I can't pretend I've solved it. 

The problem is that successful broadcasting is all about 

coming up with something new, and different, and unexpected 

all the time. 

But successful management of a nation's economy is all 

about steadiness, and consistency, and sticking to the 

same plan. 

So, there aren't any surprises in my Budget today. 

It follows just the same lines as my four previous ones. 

With just one difference, perhaps. It's becoming clearer 

and clearer every year that those lines are the right ones. 

Of course it's a slow business. It was bound to be. 

We've all known, for years now, that things have been going 

wrong in Britain for a long time. 

A good many of you will remember the days when we scarcely 

thought of buying anything that wasn't made by British 

workers in British factories. But gradually that changed 

/motor bike? 
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motor bikes from Japan, cars from Germany, shoes from 

Italy. 

During all those years our economy was getting weaker . 

If we're honest with ourselves, we've known for a good 

time now that we faced a long haul back to real prosperity. 

What's more, in the last few years the rest of the world 

has run into difficulties a$ well. In strong countries, 

like Germany or the United States, unemployment has been 

going up even faster than here. It's a world-wide problem. 

That's another reason why I was right to tell you, three 

years ago, that it'll "take more than one . Budget, more even 

than two or three" to get things· right: "becau·se these 

things take time." 

Of course, some people still argue that Government could 

take the old short cut, and create lots of new jobs - just 

by lashing out more Government spending - by borrowing more. 

But they really should know by now that that's La recipe for 

disaster.:./ 

It doesn't work, because it doesn't last: in a year or so 

inflation is galloping ahead; the Government has to slam on 

/ the brakes; 





CAPTION A 

Unemployment 

CAPTION B 

Inflation 

3 

the brakes; and unemployment shoots up even higher than 

it was before. 

The figures prove it beyond doubt. 

The average level of Government spending has gone up 

under every previous Government since the war, as Leveri/ 

Government tried to spend its way out of rising unemployment. 

And did it work? For a few months, yes. But in the 

long run it made things much worse. 

You only have to look at the figures to see what was really 

happening. Under every Government since the war the 

average level of unemployment has been higher than the one 

before. 

And the link between Government spending and unemployment is 

inflation. In the short run perhaps, it can create a few 

jobs. But in the long run it ends up destroying many more. 

And you can see that inflation has gone up step by step 

under every Government. Government spending [and borrowing/, 

inflation, unemployment. The three go together. 

/That's why we 





CAPTION C 

Inflation 
again 

4 

That's why we knew we had· to control Government spending, 

~nd borrowing2 /and beat inflation. 

We inherited plans for a huge increase in spending over 

the years ahead. So we had to cut them drastically -

and sometimes, in the short term, painfully. 

But all the time we 1 ve done all we can to look after people 

who can't look after themselves. 

Even after allowing for rising prices, we've been able to 

spend more, not less, than previous Governments on th..e 

Health Service. Half a million more people received 

treatment in NHS hospitals Llast year/ than in 1978. 

More, not less, on pensions. More, not less, on the 

unemployed and training young people - helping them to find 

a job. 

But at the same time we have been getting th.e total of 

Government spending under control. And the result is 

we're getting inflation under control as well. 

This Government will be the first since the War to achieve 

an average inflation rate lower than the one before. And 

if you look at our tremendous progress year by year it's 

even more encouraging. 

/And not just 





CAPTION D 

5 

And not just lower inflation, but lower interest rates 

as well. We knew when we came into office that Britain 

couldn't go on for ever living on borrowed time and 

borrowed money. 

As I've said, Government borrowing had been rising dangerously 

for a long time. I've cut it down very firmly. 

That's brought down the cost of what businesses and 

families borrow quite dramatically. As a result the 

average couple, buying their first home,are paying LE _7 
less a month than a year ago. And it's costing companies 

hundreds of millions less to invest in tomorrow's jobs. 

But still unemployment is much too high. 

only one long term way to deal with that. 

And there's 

Bri~ish industry has to make goods at prices that can 

compete, to win orders around the world and in Britain too. 

And then take people on to meet those orders. That's how 

a real recovery has always worked. Better productivity, 

lower prices. And in time,more jobs. For years in 

Britain we were producing less per man and woman than 

almost any of our competitors. In fact we were doing so 

badly it was almost an international joke. Now that's all 

changed. 

/From 1960 





CAPTION E 

6 
' I 

From 1960 to 1980 when our competitors' grew 

by x per cent, ours only grew 

1980,theirs has only risen by a per cent while ours has 

shot up to b per cent. As a result, we're beginning to 

win back a larger share of world trade. L:for. the first 

time in a generation~/ That's something the British 

people have achieved - not this Government. People like 

those who work at Jaguar, for example, making Lthre§/ times 

as many cars per man this year as they did two years ago -

and selling them. But we in the Government have been 

playing our part too. 

Resisting calls to go b a ck to the old inflationary binge 

o f more Government spending. 

Cutting taxes when we c a n. And when we do, choosing the 

right priorities. 

/So I've 
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Every measure in this Budget is designed to help the 

recovery which is now getting under way. And it is, 

you know. Slowly, but surely. 

There are more houses being built than a year ago; 

more goods being sold in the shops; more cars, more trucks 

being sold; and more of all these things being made in 

Britain. 

That means that as the world recovery gets going, Britain 

will be really well placed to ri'de the crest of the wave 

instead of being swamped by it, as we've always been before. 

Of course we won't see unemployment come tumbling down 

overnight. That's a problem the whole industrial world 

is going to have to cope with for quite a time to come. 

But there is a new mood of realism and determination in 

the country. 

It shows up in the low strike figures, the good export 

figures, the falling inflation figures, the rising 
I 

productivity figures - almost everywhere you look. 

I 
That's the result we've been aiming for consistently ever 

since we took over. And it's the policy we're sticking 

to because we know it works. 





2. CHANCELLOR 

~ 
J_i2.o_ d · c~;t 

FROM: LIZA MCKINNEY 
11 March 1983 

cc: Mr Monaghan 
Mr Page ~~u 
Mr Johnson 

"tAA. ~ 

PRE-BUDGET PHOTOGRAPHY - SURREY ~~~J 

Just to recap on the arrangements for Saturday morning. 

1. 10.30 am - Press arrive Bristows, Redhill Aerodrome 

~~ 
V ·~ 

2 . 11 . 00 am - Chancellor, Lady Howe and Budget arrive - the Chancellor 

is asked to drive straight round to the front of the Bristow hange r -

directly on to the heliport concourse so to speak. Brian Collins, 

the Managing Director of Bristows,tells roe this means taking the 

first left just before one reaches the large new building and then 

first right in front of it. I am assured it makes sense once 

one is behind the wheel! 

Photographic settings suggested -

a . Pose: wi th engineers working on a North Sea he l icopter in the 

hanger 

b. variations on a theme with helicopters on the tarmac , including 

one with the Chancellor at the controls of a British-built 

edition. 

3. 11.30 am - Tiger Club (it is justnextdoor to Bristows) 

Standing beside a Rollastone Beta - it is a 1970s single- engine 

plane built at Redhill from a British DIY Kit. Powered by 

a Rolls Royce engine, its name is "Blue Chip" - rather appropriate. 

A Tige r Moth will be available but having discovered the availability 

of Blue Chip, I would suggest it fits our purpose better. 

4. 11.45 am-12 md. Depart for the Dog and Duck. 

Sergeant Clarke has police organisation in hand and all arrangements have 

been confirmed. We expect around 30 press photographers and cameramen. 



--------



Mr Monaghan and I intend to be at Bristows by 10 am to ensure that all is 

r e ady for the Chancellor's arrival. It only remains to pray for good 

weather. 

A copy of the press notice that was sent out is attach ed . 

/ 

>&4t--, 
LIZA MCKINNEY 
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H. M. TREASURY 
Parliament Street, London SWlP 3AG, Press Office: 01-233-3415 

Telex 262405 

4 March 1983 

TO ALL PICTURE EDITORS AND TV NEWS EDITORS 

.. CHANCELLOR OF THE EXCHEQUER 

PRE-BUDGET WEEKEND PHOTOGRAPHS 

There will be an opportunity at 11 am on Saturday morning, _12 March, 

to take informal pictures of the Chancellor of the Exchequer, the 

Rt Hon Sir Geoffrey Howe, QC, MP and Lady Howe at Redhill Aerodrome, near 

his home at Nutfield, Surrey. 

The Chancellor and Lady Howe have agreed to be filmed during a visit to 

Bristow's Heliport and the Tiger Club. Should the weather be inclement 

it will be possible to photograph the Chancellor and Lady Howe looking at 

the various aircraft in the hangers. 

After visiting Redhill Aerodrome, the Chancellor and Lady Howe will qo by car 

to the Dog and Du~k Inn (form~rly the Prince of Wales) near Outwood,about 

three miles away. 

It would help if photographers were to meet John Monaghan and Liza McKinney, 

f.rooi this office, outside the Bristow Helicopter complex at the Aerodrome at 

10.30 am. Bristows have ample parking space available. 

Please note that this is a film-photo occasion only. Reporters are not 

invited and interviews will not be given. 

PRESS OFFICE 
HM TREASURY 
PARLIAMENT STREET 
LONDON SWlP 3AG 
01-233 3415 

NCYI'E TO EDITORS 

56/83 

Attached is a copy of an Ordnance Survey map showing the locations. Probably 
the best route to take from London coulsdon is the A23 to ·Merstham, then the 
Nutfield Road which, on its way to Nutfield, becomes Nutfield Marsh Road 
and Church Hill, to the A25. Turn right on to the A25 through Nutfield. 
Turn left by the.school and follow Kings Cross Lane, Kings Mill Lane and 
then the sign posts for Redhill Aerodrome. 
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MR HARTIN 

BUDGET PRESS NOTICES: INDIRECT TAXES 

FROM: 
DA1E: 

C D HARRISON 
11 MARCH 1983 

cc PS/Chancellor,......... 
PS/Chief Secretary 
PS/Financial Secretary 
PS/Minister of State (R) 
PS/Mini~er of State (C) 
Sir D Wass 
Mr Middleton 
Mr Moore 
Mr Kemp 
Mr Griffiths 
PS/C&E 

This is to confirm, as I told you on the telephone, that the 

Economic Secretary was content ~ith the press notice attached 

to your note of 10 March. The on~y change he had to suggest was 

to •3e.l.e te "eg 11 in the sentence on tobacco duty, and insert 

the word "typical" before the word "packetu. 

C D HARRISON 





CONJ• J l>ENTJ AL 

MR F MARTIN 

FHOM: MJSS J M SWlFT 

DATE: 11 March 198J 

cc Chancellor 
~nancial Secretary 

Economic Secretary 
Minister of State (R) 
Minister of State (C) 
Sir Douglas Wass 
Mr Middleton 
Mr Moore 
Mr Kemp 
Mr Hall.;. 
Mr Chivers 

PS/Inland Rev enue 
Mrs Hubbard - IR 

··~ 
BUDGET PRESS NOTICES: INNOVATION AND TECHNO~OGY 

The Chie f Secretary h as seen your minute of 10 March and the 

draft press notice. 

2. He notes that in the light of the E Committee meet ing 

yesterday no Alvey mat erial of any kind has been agreed or 

can be mentioned in the press notic e . Otherwise, the Chief 

Secretary is content. 

MISS J M SWI FT 

CONFJDENTIAL 



/ 



-·-

CHANCELLOR 

BUDGET STORIES 

FROM: M A HALL 

c c 

11 March 1983 

Mr Ingham No 10 
Chief Secretary 
Mr Middleton 
Mr Burns 

You should know that Peter Simmonds of the . Mail on Sunday has 
spoken to both my opposite number at DHSS and to me about a 
story he has "picked up in We stminster" that the Government 
consider that the time is now ripe· to switch from the forecasting 
to the historic basis for uprating pensions and benefits. We 
both played an absolutely straight bat, and I do not know how 
strong a lead he has been given. 
a story in the Mail on Sunday. 

But there is clearly a risk of 

2. The other story which is running very strongly is that the 
Prime Minister has prevailed in her wish to raise the mortgage 
interest ceiling from £25,000 to £35,000. Naturally we are 
giving no steer on this either. 

3. Finally, it does seem that there is now not much expectation 
that anything will be done on BIS. 

MA HALL 
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11.3.83 
SUPPLEMENT TO 4.3.83 VERSION OF CHECKLIST OF ALTERNATIVE POLICIES 

C9 Mr Shore's pre-Budget 
Economic Statement 
published 10 March 1983 

£11 bn package of fiscal measures for 1983-84 claimed to create i million jobs in 
12 months at net PSBR cost of 'around £6 bn'. Total PSBR in 1983-84 to be about 
4 per cent of GDP. 

(i) £4 bn on cost-cutting measures (to offset inflationary effect of sterling 
depreciation) including cuts in VAT and/or NlS (and perhaps council rents) 

(ii} ESbn on incl'eased public spending on capital investment eg housing and 
social services 

.,,.. 
(iii) EZ bn on improving social benefits: eg CB increase of £2. p.w., higher sup. ben. 

for long term unemployed, double Christmas bonus, £200 death gi:ant 

(iv) 'Self-financing' package of tax redistribution. Measures: 

c 
LABOUR 

10 per cent real increase in personal allowances but lower thresholds for higher 
rate bands, tighter CTI rules, mortgage interest relief restricted to standard 
rate. ALSO abolition of ceiling on earnings liable to NIC, and drive against tax 
evasion. 

Interest rates 'artifi~ly high' - should be cut (size of cut not specified) 

Exchange rate fall already experienced 'welcome': not clear how far a further fall now 
thought desirable. 

* l~oted that timing of upratings means cost only £1bn in 1983-84 





RESTRICTED 

FROM: ADAM RIDLEY 
11 March 1983 

CST 
cc FST Mr Bailey 

Mr Moore 
Mr Gordon 

BUDGET REPS: THE COOPERATIVE DEVELOPMENT AGENCY 

Skimming the latest list (12) of Budget representations 
for this year, my eye was caught by two proposals put forward 
by the Cooperative Development Agency. These are: 

to allow investment in cooperative businesses to 
benefit from the business start-up scheme 

to increase the upper limit (now £10,000) of the value 
of shares which can be held by a member of an Industrial 
and Provident Society. 

There seems to me to be some merit in considering both at some 
. and 

stage in the future -/who knows there might be a case even for 
modification of the Finance Bill to one or other effect even at 
this late stage. The cost would be utterly negligible in both 
cases. The benefits could, on the other band, be considerable, 
partictilarly if small cooperatives mushroom as a flexible method 
of job-creation for the young unemployed, on the lines put 
forward by the "instant muscle" people on which I have reported 
to you recently. 

2. My reason for supporting the first proposal is self-evident. 
There are probably not that many cooperatives which are yet in 
a state to benefit from the start-up scheme (or its successor); 
but there SQUld well be some, and the prospect of eligibility 
could be very important. The case for considering the second 
is that, as I understand it, most (? all) cooperatives ar~ in 
fact, "Industrial and Provident Societies". While one tends 
to think of such bodies being formed by fairly poor 
individuals, to perpetuate this would be absurd. It is 
perfectly possible that rather wealthier characters might be 
attracted by the COQp form of corporate structure, not least 
in situations like management buyouts. An added point - widely 
ignored - is that such societies do .E..Q!. pay corporation tax, 
but a standard 40% profits tax which is, of course, rather lower. 

AN RIDLEY 
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CHANCELLOR'S MORNING MEETING 

Note for the Record 

Present: Chancellor 
Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State (C) 
Minister of State (R) 
Mr Goodlad MP 
Mr Renton MP 
Mr Ridley 
Mr French 
Mr Harris 

1. Press Re lease on Oil Prices 

FROM : ROBIN HARRIS 
DATE: lq March 1983 

27lst Meeting 

The Chancellor said that he would look again at the budget press 

release on oil prices , particularly the last paragraph. 

2. Budget Speech and Broadcast 

The Chancellor asked for urgent comments from those present on the latest 

drafts of the budget speech and broadcast. He asked Mr Ridley to 

look again at Section G7 in the Speech. He asked the Financial 

Secretary, in thelight of the conclusions of the subsequent meeting, 

to advise on any changes in and shortening of the passage in the 

Speech dealing with deep discount bonds. 

Circulation: 

~hancellor 
Chief •.'Secretary 
Financ ial Secretary 
Minister of State (R) 
Minister of State (C) 
Sir D Wass 
Sir A Rawlinson 
Mr Burns 
Mr Fraser 

Sir L Airey 
Mr Ridley 
Mr French 

ROBIN HARRIS 





---
FROM: I R MACKELLAR 

11 March 1983 

1. MR ay:(' cc: Mr Monaghan 

2. CHANCELLOR Mr Page 
DF 

BREAKFAST TELEVISION: 16 MARCH 

BBC TV Breakf as t Time is proposing the following arrangements for its 

20 minutes with you at No 11 on 16 March, beginning a t 7 am: 

1. a four-minute live interview down-the-line with Frank Bough at 7 am, 

discussing some aspects of the morning papers' Budget coverage; and 

2. a recorded 'dissection' of other s tories with Alison Mitchell, who wi l l 

be present , f or transmission later in the progr amme for the benefit 

of later bi r ds among the audie nce . 

Miss Mitchell has promised that a complete set of papers wi ll be delivered 

at 5.30 am, in case your own have not arrived. 

Are these arrangements acceptable? J 

IAN MACKELLAR 

I MIA 
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OMANCGUO'R 

BUT; CHANCELLOR \ 2f 2 
An Inguiry 'into .the Treasury 

Presented by Hugo Young · Produc~d by Anne Sloman 

Programme 3: The Budget Makers. 

Transmission: Sunday; 13th March :1983, 1.815-1845, Radio 4 

HUGO YOUNG: 'The images of place associated with the budget, are, 

we like to think~ familiar. The !irst is a snapshot on the fteps o! 

Number 11 D.:>Wl'ling Street. The Chan.cellar of the Ex.ch~quer emerges 

from his official residence, ritually grinning, and holding up the 

same old battered red box which, year after year, is supposed to 

carry the budget secrets. The second comes an hour or two later. 

We are in the House of Conmons. The place is packed to the doors, 

not an inch of the tasteful gre9n leather benches is visible. 

Humming eApectantly, the House waits, un~il the Chancellor finally 

rises &nd then, ufTer an hour or more of ponderous economic analysis 

swiltly deals out the tax changes ·to catch the late evening paper 

headlines. 

It's all very traditional; even reassuring. But, as a piece of 

dramatic truth, it is decidedly mi~leading. 

Let me offer another image, from where the Budget .really begins. 

The pla~e is a comFuter room~ a new, bright lit, modern room, in 

an old building, where the green on the walls 1.s a rather tasteless 

shade of lime. !!ere the hum is inhuman, and it never ceases. There 
.. 

are a few people about; the:.bright-eyed boffin-types you ,eem to 
l 

find at comput~r i~stallations everywhere. This is the Tronsury 

computer room, end we are in the presence of the ·neareat thing you 

can find to the physical embodiment of the Trea~ury mod!fl -- that 

famoustor infamous, structure of economic equations, the massive 

study of which does so much to dictate what, in fact, the Chancellor 

appears to be so coolly reeling off in the House of CoUU'~ons. The 

Chancellor himself, Sir Geoffrey Howe, seems to feel he's in a theatre. 
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SIR GEOFFREY HOWE: One feels rather like an actor-manager on the 

first night of the plays he's written himself, ·subject to the 

over-riding condition that nine-tenths of . the plot ie settled by the 

world 1n advance anyway. 

HUGO YOUNG; Do things ever go wrong? The Perm·anent 

Secretary, Sir Douglas Wass. 

·SIR DOUGLAS WASC: Oh yes, you can go wrong wherever.human 

activity's concerned. But 1t 1 s a well rene~sed exercise in the 

sense that we've had many Bt::.dgets before and many people doing any 

one Budget have done a previous Budget, and .. therefore, are aware 

of all the 101Jse ends. There is also a gr~~t i.1anual of, R·.s 1 t wer'=', 

guidance to people on the Budget which goes !nto conoiderable detai~. 

about points that ha·.re got to be covered -- how many copies of this 

paper are rroduced, what time this is to be released, and Bo on and so 
be 

forth. when the press are to/involved, when the Chancellor is to 

see tha Lobby. And ~acr new gener~tion of budget-makera,of course, 

has ~eference tc this. Now all -this helps to avoid the making of a 

mistake, but,nevertheless, there's something new in every Budget, 

whi~h can expose one's sel~ to the possibility of error. 

HUGO YOUNG: This programme is not about next Tuesdtly 1 s 

budget. If you 've tuned in hoping to get a hot tip as to w!Ether 

it's whisky or cigarettes or petrol y~u should otock up witht I'm 

afraid.you'll be disappoin~~d. What it~s.about is how the Treasury 

goes about waking the BUdget -- the process and its bearing on the 

total effect of budgets -- the .Budget jud.gement as it 1·e called. 

That's ·what the Budget really is. ~ . a major statement of economic 

polic·y ~nd, as such, prone to both error and -;ontinuing revision. 

At one extr eme, iudeed, if you 1 r~ really blo.se, Budget . :Day ¥.: · 1 tself 

might eeem overrated. Peter Kemp, a ra~e ~),'.;:-1'.1. ~~u the ':J,1reasury, being 

a qualified accountant, .and . having no Univt=:rai ty degree, is the 

Under Secretary in charge of the ~entral unit, where the .Budget 

operation is co-ordinated. 

PETmt KEMP: In one sense, I thj.nk you should say that 



budgets never, never really stop and they never really start. There 

-is a continui~g, ongoing process of ministerial, economic· policy 

making. This Government h~s published its medium-term financial 

. strategy, and that's an ongoing strategy, which maybe, the numbers 

in it may be revised. fr9m time-to-time, but the ongoing strategy of 

getting down inflation and restoring output in that way is an 

ongoing business, and doesn't ~eally come to a·head necessarily 

at any particular time. 

·HUGO YOUNG: Even so, as one of Kemp's rubordinates, David 

Norgrove 1 adds; 

DAVID NORGROVE: It joe~ help to have this one day ~f the year 

wLen there's a kind of terminus which you have to make a major 

presentation o.i the Government's economic pollcies, which then 

becomes a uiocus classicus n fo~ .. the rest of the year. 

HUGO YOUNG: The pro~ess does actually begin a long time 

before the Buag~t, shortly after the last one, in fact, with the 

preliminary discussions about next year's public spending. After 

thaT.'s been fixed, alon~ the lines discussed in last week's programme, 

debate turns to the Budget; tax-raising, monetary po11·cy, 

government borrowing and all the other components,with all their 

constantly varying ef~ects, o.f economic management·. ·Long before 

the Chancellor himself gets involved, composing ~hose emphatic 

declarat:.ons and firm prophecies we hear on Bc~dget Day, the first 

people to come into their own are the economists, who spend thier 
. . . . . . 

time mapping anO. observ:i.ng ~his ~eeming entity called the British 

Economy, on the Tre~.sury model: an al:'istract thing, now ~risply 

rendered more real by the Economist in charge of macro-economic 

policy analysis, Rachel Lorn~; 

RACHEL l;OlYJAX: . At tne physical level, it's just a computer 

programme with a lot of equations - I mean quite a lot of 

equations, about seven-hu~dred in the case of the Treasury model. 

And the equations represent an attempt to describe the workings 

of the economy in terms of econimcally meaningful num&~±eal~. 



·relationships; 

HUGO YOUNG: 

RACHEL LOMAX: 

.. .. . .., -··· ... 
-4-

Meaningful maybe, but are they scientific? 

I think to pretend that you can achieve 

anything like the precision that you· can in the physical science, 

is obviously quite wrong, there's a lot of art in it as well, and 

I think the . people Who build models and use them are more 

conscious of the limitations of the mode~s- than the rest of the 

world. I mean,I think we have rather modest ~laims f o~ what 

modeie can do, I mean we would regard them, I guess, as a framework 

for thinking about rather complicated problems, r~.tner than a sort 

of oracle, the a·ort you see :!.n s c.tence :fiction films, wh.3re you go 

and you ask 11What will happen if?" arid the ~ouel tells you the 

answer. I mean we would never treat it that literally, it's just 

a tool. 

HUGO YOUNG: It is on this vastly complex computerised 

network that forecasts can, nevertheless, be tested for what effects 

certain buaget measures might have on other economic facts. Computers, 

you E~e, are like science fiction -- at least to this extent. They 

can keep fifty balls ~.n t he air aton0e ; Rachel Lomax again: 

RACHEL LOMAX: If I wanted to ltnow,for example, what the 

effects of changing tax allowances w~e -- the Chancellor was 

thinklng ubout doing that in the budget and he asked me what would 

be the eff~ct -- I would have to start from the forecest. That would 

give me a base. I'd havu t~· formulate a rather precise question, 
. . 

it's very impor·~B.nt to · e.sk ' the' right questions if ~rou're going to 

get a sensible ans'wer, 60 t would have to ask the computer whatl s 

the effect of ch~nging +.hese tax allowances on the assumption, for 

example, that the exchange rate is free to float, on the assumption 

that the government is pursuing a fixed interest rate or a fixed 

money supply poli~y, .:·"~ a range of assumptions about how the 

government behaves when the rest of the economy changes. \·l e then 

do another computer run, if you like another forecast, and it 
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prints out a new version of the forecast, but most usefully, it works 

out conveniently. for us what the difference from the original.forecast 

was. And it 111 show what the effect on output, employment; the PSBR, 

the exchange rat.e whatever it is that I 1m particularly interested i~. 

And then, t~~cally, I would sit and puzzle and decide whether I 

lik~d the answer and believed it • . . 
HUGO YOUNG: That last point's very important. Treasury 

economists have visual display terminals on their desks and cB.J.1 get 

an instant read-out on the mouel. New Jaser printing can produce 

a complete print-out of, for example , a .five-year prujection, running 

to a hundred-and-twenty pages in one minute. But after tl'lat flash 

of super technology, picture Rachel Lomax sitting back and deciding 

·~hether she liked what the forecast said -- a picture furthered 

coloured in by Peter Middleton, who's allout to become Permanent Secretar~ 

at the Treasury: 

PETER MIDDLETON: I . think the usual view looked at from the 

outside, is that the forecast is produced by a lot of robots stuck 

in tht. basement, usually ~;n the form of fancy-dress mathei.1o.t1ca.l 

equations of one sort or another. But, of coursb, that's not the 

case, though, as I said, there's a lot of hard work, a lot of 

research and a lot of estimation goes into p~oduoing the Dasic 

equations in the model, 1 t' s done againa_t a shiftir..g world where 

relationsh~ps break duwn and at any time, the number of relationships 

which are actually fully estimated is very, very small indeed. The 

process which the forecasters go through is to d.pply .judgeme·nt to 

that, they don't quite believe what their equations are sating, we 

wouldn't want to employ them if they did. 

HUGO YOUNG: For behind the irrefutable statistics from 

the paot, i.1hich do form the major basis for estimating the future, 

is the unpredictability of coming events ·- ail prices, farm deals in 

Brussels, exchange rate and the rest. Which all require of 

£orecastera and ministers, as Douglas· Wass says, human judgement: 
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DOUGLAS WASS: Some of the judgements are necessarily little 

more than guesses, and guesses in which there's no professional 

expertize. A professional ecomom1st who's trained in econ.r::otr.ics 

is no better at guessing what the Brussels Commissioners are going 

to recommend on the next CAP price increase than I am or you are. 

Now, when we discuss the forecast, among ourselves as. officials 

and with ministers, w~ frequently do look at some of these more 

tenuous assumptions and ministers will, like any customer- look at 

the validity o~ some of those assumptions. T~eytll also look at 

assurnptior-s which where there is perhaps some professional input, but 

where there's a great deal o! judgement being made. In all those 

areas, at every level of discussion, whether one's professionally 

qualified or not, there is room for argu ment as to whether the 

right aasumption has been made. And it those sort of ways ministers 

may express scept~cism or doubt about particular assumptions, may 

say well wouldn't it be, isn't it more likely to be this? And 

we'd talk about the possibility that it would be this rathar than 

that) and may change the forecast somewhat. So there is, there is 

scope, I thi~k, for the lay consumeran forecast to challenge the 

product even though it is a professionally produced pr~duct. 

HUGO YOUNG: For this procuss, half scienco anQ half 

seat-of-the··pants, 1 t t s ultimately ministex s who carry the can. The 

forecast CF:in add up to high politics. It mustntt look absurd, and, 

according to Andrew Bri t·~on, late of· the Treasury and now Director 

of the National Institute for Economic ·and Social Res€arch. it 

mustn't,preferably, look too · depl:'essing to the masses outside: 

ANDREW BRITTON: What the.discussion actually,in practice, 

consists of very largely is the ~uestion of what iR the range of 

outside views? And ministers sometimes wishing to, if they feel 

that the Treasury Forecasters themselves are putting forward a view 

which is perhaps rather pessimistic relative to the average forecast 

out in the public, the ministers may say well they would prefer to 

see something more towards the optimistic endo That 1 s the sort of 



thing that goes on. 

HUGO YOUNG: There had been times when the business · 

had become thoroughly suspect: 

ANDREW BRITTON: There was a time in which ministers 

attempted to have it bvth ways, they tried both to change the numbers 

and to dj.sown them. But that is not the current practice. The 

current practice is that the ministers do play, as I say, some role 

in deciding what the numbers ~hould be and they then take 

responsibility for them. 

HUGO YOUNG: The irreverent thought aid o~cur to me that 

since the forecasts ar~ ~o often wrong, were in any case bound to be 

un0ertain, and were now col1trolled by ministers who had set their 

face against old-fashioned fine-tuning of the -:;conomy ·every 

time it slid out of line with the forecast -- perhapJ too much time 

was spent on. them. Peter Middleton soon put me right: 

PETER MIDDLETON: You never know exactly where you are now 

when you'r~ doing a forecast, and, of course, you never quite know 

how the rest of the world's going. It's difficult enough to 

forecast your own economy ·,.,ri thout forecasting the "'"est of the world. 

And there are tim~s,as this lest year, where everybody in the 

world just about got their forecasts wrong, they all got in.fl.ation 

too high and output too high. BUt I don•t think that's a reason 

for sayi~g 1 0h well, we can do just as well on the back of an 

envelope.' You can't. If you regard the forecast as contributing 

to your understanding of the economy, I think it makes a good deal 

more sense , anybody who runs his economlc policy oh the t.ssumption 

that the ~orecast numbers are going to be right, when the only 

thing you know tor sure about is that they're not 

wants his head examined. But we don't do that. 

going to be, 

HUGO YOUNG: Besides, whatev9r the doubts, there are, as 

Peter Kemp reminds us, de~isio:..1 s to ba made: 

PETER KEl't'.IP: The forecasters, if they were living in an 

ivory tow.er as so many of the commentators are, would like to say, 
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well.1 we think that the public expenditure borrowing requirement 

ought to be this or :possibly that, and there may be some four or 

five billion pounds difference between the two, and they'd give a 

bracket. Unfortunately, you know real life isn't like that. One 

actually has to work 'to a spot figure, one actually has to, has to 

decide what one•s going to do if one is going to reduce a given 

tax, that has a cost and that has to be measured. 

HUGO YOUNG: So +.he big pici;ure is as clear as it can 

be, a foreuast ic fixed, some of the large judgements about how 

much expansion or ·contraction to provide for, h~w much borrowing, 

how muoh infla·~ion, are beginning to diaci.ose themselvef-,. 

Uncertaintly is resolved by the need to choose and to act. 

On these choices, the Treasury is ne.ver short of advice. The 

Budget 18 the great annual moment, towards wnich every kind of 

interest group, f~0m licensed victuall ers to pensioner~, through 

buildi11g societies, child poverty people, stock-brokers anC. even 

act0rs and theatre managers, directs its lobby for 0hange favourable 

to itself -- as well, of ~ourset as favourable to the national 

interest. What weight these interest groups have natll:-'ally varies 

from government to government. In present times, for example, 

the CBI, led by Sir Terence Beckett, seemc to be in and out of 

the Treesury every week: 

SIR TERENCE BECKETT: The meetin~s we have with them are really 

quite frequent during the year. It's a mist~ke to think we have 

one meeting just before' the Budget, for example, to talk about tr.e 

representations vve 1ve gc)t on that subject. There are meetings 

taking place all through the year with Sir Geoffrey· Howe, with 

hie prlneiple ministers in the Treasury, and with the Treasury 

officials. .And it is, of course, a variety of representatives 

from the CBI, it's the. Preaic'l.ent, its members, the Chairman of 

the Economic Policy Committee, for example, and somstimes it's 

our officials here in conjunction with their officials. 
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HUGO YOUNG: Sir Terence told ue he personally saw the 

Chancellor once· or twice a month~ interspersed with numerous 

telephone calls. At the TUC these days, says its Assistant General 

Secretary, David Le.a, itts a rather different story: 

DAVID LEA: Well under this Government I think we can say 

that we can count on the fingAre of one hand the amount of contact 

we've had. It 1s quite extraorcinary actually, the contrast, the 

contrast n0t only, if I may say so, with the Labotir governrnent,there 

is a point to te made there as well I'm sure, but with previous 

Conservative governments, the freeza on relations with the TUC has 

been very marked. 

HUGO YOUNG: Even the TUC has its say before the Budget. 

It publishes a respected oconomic review. But I rather · · gathered 

that little of what it or anyone else says comes exactly as a 

surprise to the m&nd~rins. Official~ like Peter Middleton sound 

as though they've heard most of it before. One lot of advice was 

about ecQnonic strategy: 

PET.Eh. MIDDLETON: Then you get another lot, which is advice 

al:aut what pevple woulJ. like to do with particular taxes, I mean you 

very rarely get advice amongst that in the direction of increasing 

taxes. It'F.J almost all tax reduction, Some o:f 1t 1a very predictable 

you know that the Scotch Whisky manufacturers aren't going to 

suggest yo~ put up the tax on Scotch and tobacco manu.facturers 

aren't going to suggest y~u put up the tax on tobacco and the 

child povGrty action group a~en't going to . suggest you increas~ the 

poverty trap •. But, nonetheless, all these things are gone through 

and siftej :for ~wo thi~gs, o~e to see if the argu ments have 

change~, or whether the weight of the argu nents l'.:ave changed, and 

sometimes they will have, sometimes they won't because in particular 

different industries go through different phases of course o:f 

profitability and otherwise. And secondly, to see what they say. 

HUGO YOUPG: Only the very specialist groups, .it would 
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seem from Do.uglas Wass, really have e. chance of changing the 

Treasury's. ~11-seeing mind: 

DOUGLAS WASS: You have to remember that we are in 
· contact 

continuous/almost with the large pressure groups so we know how 

their thinking ~s evolv~ng over time, and their budget representations 

never come to us as a complete surprise, I mean we've had talks 

with them over the year~. Their thinking is evolutionary, there's 

not a step-jump in it as a rul3, so it is compazatively rare, for 

instance, for the Tobaoco Advisory Council to put in budget 

representations which taKe us by surprise. Nevertheless, there are 

occasicns sometimes whe11 e. body, a pressure group, has ta.ken this 

thinking a little farther l~ithout disclosing it to us and ~oes 

produce, what yo·i.i call a new idea. That's certainly possible. I 

think we would claim, yes, we teke notj ce of all these people. .And 

particularly where representation is bei~g mane to us by a rather 

specialist body, I mean someone likP Contract Hil·e Equipme!nt, a 

specialist body which may have views about the functioning of some 
allowance 

credjt mechamism or the functioning of some· system in the 

fiscal code. What they hcve to say about the impa~t of the monetary 

system O.l" the fiscal system on their ability to sell competitively 

.in the third. market, wo11ld be of very considerable interest to it, 

of course we'd listen to them. 

HUGO Y00NC'·: Ri~h and varied, as the range of access 

to the Treasury at Budget time, n0t everyone there is wholly happy 

that thf3 .process is fair and even-handed. Under Secretary, Peter 

Keinp, thinks it could eve1'1. cause a ser:f.ous distortion: 

PETER KEMP: I m~an an example i think ·, is the case of 

industry versus persons, I mean one of the great arguements comes up 

with every single budget of course la what are the relative 

priorities in so far a.s there are releifs to be given, as between 

things that might help inC.ustr~r and things that might help persons. 

It's curious that aithough we have, for instance, a big industrial 
/the 

lobby, those people like Coni'ederation o:f British Industry and all 



the rest of it, there i~i• 1 t really, oddly enough, must of a lobby 

.for individual.a. I've often thought·" if there was a confederation 

of British Persons, we might be, we might make it differently. 

HUGO YOUNG: But never fear, the corrective is to hand: 

PETER KEMP: But I suppose, in a way, the Treasury has to 

become the Confederation of British Persons to make sure that this 

is so. 

HUGO YOUNG: Tbis elevated body, second only it seems, to the 

House of Common British Persons, across thG road at Westminster, 

carried out its duties in this role by a process of elimination. At 

an early stage, every single possible tax change is put down on a 

piece of paper, which Da.vid Norgrove, one of the princip<:..l.:. working 

on the budg~t, oblisingly showed us: 

DAVID NORGROVE: I thouGht you night be interested to see a 

copy of the document thatts prepared et about that time and them 

constantly updated th...."oue;h the yea2·, up till the Budget. I mean 

a huge nu1r.ber of minor and major possible tax changes, some of which 

are d~opped at various ~taRes and some which come back in. Back 

here you can see that ther·e' s a 11st o.f various things that were 

eventually droppe1, though they're not dropped by •••• and they 

range :from major changas .i.n the Investment Income Surcharge to 

the -i-;rec0 tment of the bonds issued by the African Development Bartle. 

HUGO YOUhG: And against most of the e1itries was a note 

about which minister, on what date, had authorised the proposal to 

be dropped. To do this intelligently, how~ve.c, ministers need a 

vast amount of information about the ~ffects of particular tax 

changes. So, to this end, in parallel with all the forecasting 

and lobbying, not to mention -che peering at a fa:r horizon in case 

a sul~en chanee in the oil price is about to throw everything 

out, something cRlled the Ready Reckon~r is being put together, An 

instant guide to ministe:;:·s, and others, on what will happen, for 

example, to the FSBR, th8 exchange rate and everything else if· they 

cut Income Tax by ten per CAnt. But this is no ordinary 
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reckoner, it goes back to the business of judgement. We were let 

into a meeting , one of several called to put it together, a 

delecAtion of economists from the Inland Revenue and Customs and 

Excise trooped in to meet their Treasury counterparts, in another 

of their unadorned com.~ittee rooms, essentially to see if they 

could agree. What would . 2p on beer duty or 5p off the standard 

rate ~ (! take notional ~xamples) actually mean'? The meeting was 

halfway between a seminar. and a aeanee. Government economis~s have 

to cultivate this weird mixture of extreme met:f..c11lousr..ess and a 

talent for bl ind stabs in the dark, assisted by wel 1-remoi :bored 

ghoste from the past. H~lf the time we were there was spent 

diAcussing beer, and thosP. present seemed, rather charmingly, to 

have little mor~ idea than you or me why bee~ consumption had gone 

down, and what this should mean for the beer tax. It all drove 

home a point Peter Middleton had made earlier: 

PETER MIDDLETON: I thin~ the key to economic policy 

making ::.s to recognise that you aren 1 t going to be accurate iJecause, 

as I say, people's behaviour and respons•s is always changing, the 

world 1 a not getting anymor'3 certain. I don 1 t thin!.: there r s any 

prospect of er ••• of greater accuracy. What you can do is get 

a little bit surer about the direction in wbich the various measures 

you take are going to work but,as for the precise effect, you never 

really kn....,w. 

HUGO YOUNG: But r!ght or wrong, t he show ·~ must go 

on• The act or-manager has a de.adline to meet. As everyone never 

ceased to say, the budget ,is the Chancr;llor's baby, all this 

activity by officials and eco:1.omista ia a preliminary to his 

judgement and his decisons. For Peter Kemp, the pace is 

hotting up: 

PETER KEMP: At the end 0f the day the decisions 

are the Chancellor's, of c,oursc, in conjunction with his •• with 

his ministerial colleagu~s.,.um and the Prime Minister and that 

sort of t hing. But in the buildup there is a very real and 



continuing dialogue, we are practically, constantly in the 

Chancellor's room, er ••• throwing ideas around, looking at various 

mixosp packages if you like, and that sort of thing. 

HUGO YOUNG: There's no doubt that the pre-Budget weeks 

do put great pressure of work on a lot of officials. In this last 

week, with two days to go, Peter Kemp has worked eighty hours, the 

weekends included; hls central unit colleague, David Norgrowe's 

workload reaches its peak slightly earlier: 

DAVID NORGROVE: You may find, for example~ that ther0 is a 

draft of a budget sp3ech to be got out, um at the sama time as 

you 1 re tryin$ to pull ·t;oe,et her recomMendations or analysls on the 

su1sstantive issues that c:..re being discussed in relation to the 

Budget. Um those two things go together tilld I think it's quite 

helpful that they are, to some ~xtent, concentrated in· the same 

p~ople. It helps to ensure that the things are kept together and 

co-ordinated and so o~. But it doeo cause that degree of pressure 

of work and to some extent I feel at budget time rather like a 

human word processor, onl.y I have a biro and a pair of scissors 

and a stapler instead of au actual machine. 

HUGO YOUNG: And the speech, of oourae, is where it all 

comes together. '11hat public momAnt, the only one . most people are 

aware of. is you may be sure, given the :fullest po~sible thought. 

The Chanc\.llor has n.any scr1ptwr1 tars, compos:L:1g draft after draft, 

For the Treasury, too, despite a tendency to loftiness, has the 

sense of Budget Day being its moment of greatest exposure. Peter 

Kemp, at the centre ~f the drafting ef~crt, is as a~are as 

any editor of the different a·udiences the speech has. to satisfy: 

PETER KEMP: It's got to be a m.unber o·f. things that you 

ca.n 1 t al\~~ya be at the same time, itta got to be fairly clear and 

accurate because even 38 it's being delivered, if somebody's saying 

something about the exchange r&te or the markets, there are folk 

up in the City with their transisters on ,.,n their one hand, and. 

their computer print-out on their other, buying and selling 
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sterling like mad. And so h~ ~as to be careful from that point of 

view. At the same time, he 1s got six-hundred-odd MPs there in th~ 

House to listen to him to barrack ~ che~r, as the case may be, he's 

now got, because of the activities of people like yourself, large 

numbers of motorists and housewives and the like all up and do'W!l the 

country, all listening to him too. 

HUGO YOUNG: It's so much more of an occasion than a boring 

old White Paper: 

PETER KEMP: It's not easy to get the right mixture of 

aoouraoy, liatenableness, touch of wit if we can ge+. ~t in, and 

that sort of thing which goes to mak~ an occasion. I don 1 t think 

one need underrate, ·one might say well it doesn 1 t much matter 

what ·the actual occasion is because afterull it's what's in it 

that matters and it wouldn't really matter very much tf it was 

just printed and laid on MP'a doorsteps or issued as a monstrous 

press notice. I tll.i.nk that is to underrate the fact that there is 

still a certain amount of excitement and interes t in this and so 

a lot of attention is paid to the packaging, the speech. It 1s more 

than just wrapping it is, ! think , important in itself: 

HUGO YOUNG: For Sir Douglas Wass, who retires at Easter, 

Tuesday's is his last Budget. He's been an intimate witness to the 

making of scores of them, but the occasion still has not lost its 

excitemen+·-- nor ~~e relief when it's over: 

SIR DOUGLAS WASS: Itts a bit like boat-race ~ight when one's 

an undergraduate. Yes, I mean one has been working very hard,for 

perhaps two months, :ln conditions o·f secrecy which always add to 

the ·sort of, the .t"eeling of bGing a member of a cori:: s. And therefore, 

of a team. The Budget is the boat-race, it is the day it all 

happens, it's all go to syncranise, things can go wrong,you're in 

e. state of some nervou.CJnesa and tension and then it finally happens 

and the feeling of relief that it's all gone well without a hitch 

is tremendous . It's a bit like a sporting contest in one sense 

at any rate. 
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HUGO YOUNG: The man standing centre stage, however, is 

the Chancellor himself. He makes, in the end, a personal decision. 

And he brings to it, as Sir Geoffrey Howe reveals, that utter 

certainty that he is rieht, which may, in this uncertain world, be 

the politician's most arresting contribution to economic policy: 

SIR GEPli'FREY HOWE: In the and, the economic judgement is that for 

which tl.Le Chancellor 1 s responsJ.ble, and 0~1e is very conscious of that 

at the time when 1 t con,es to be oade, when the judgement about the 

apparently very tough budget in 1981 Wcl.S my jndgement, the fact 

that it is now se~n uy most people l'lS having laid the foundations 

for the progress that we 1110 made since then and an absolutely 

inescapably right judgement, gives me more e.ric.ouragement now than 

it did in the anxious mo~ents at the time when I was making it, 

But it's a very essentially, personal decision in the context of 
whatever 

a welter of advice which one takes fro~ quarter it comes, 

HUGO YOUNG: At the beginning, Geuffrey Howe made Budget 

Day soWld l:ke theatre. To Do~glas Wass, it's more like a sporting 

conteRt, What neither of tr.eae metaphors conceals, however, is 

that the Bude;at really is the supremo moment of the Treasury's 

annual existence. There is lobbying, of course, vast quantities 

of advice are received, At times the Cabinet gets in on the act, 

al thoush str.i_ctly at the Chancellor's convenience, The Prime 

Minister too, is obsiously central. But when it comes to the final 

decisions, other minister3 often know little more than we do until 

the day before, This is one moment for which the Treasur·y does not 

have a single alibi, 
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FROM: 

PS/CHANCELLOR c c 

BUDGET BROADCAST 

f~ 
R I G ALLEN 
13 March 1983 

PS/ Chief Secretary 
PS/ Financial Secretary 
PS/ Economic Secretary 
PS/ Minister of State(C) 
PS/ Mini ster of State(R) 
Mr Kemp 
Mr Hall 
Mr Ridley 
Mr Harris 

I have the following comments on the draft of the Budget 
Broadcast attached to your minute of 11 March. 

(i) Page 2, third complete paragraph it is only 
in the last year or so that unemployment has been 
rising more rapidly in certain countries compared 
with the UK. So I would redraft this paragraph 
as follows: 

11\.Jh.at•s more, the rest of the world has been running 
,;1 into difficulties as well. Over the last year or 

so, unemployment in countries such as Germany and 
the United States has been going up even faster than 
here. It's a world-wide problem." 

• 

(ii) As far as I can see, there is no mention at all in 

this text of money or monetary policy (apart from a 
short reference to interest rates). This is surely 
an important omission that should be rectified. The 
first port of call is the fifth complete paragraph 
on page two where you might say " •••• just be lashing 
out more Government spending, by borrowing more and by 

letting the money supply rip. 11 

(iii) Page 3 - I would omit the three paragraphs beginning 
"The figures •••• ". In.the first place, this is basically 
repeating points made towards the bottom of the previous 





page. Secondly, not every reason why Government 
spending has risen would be regarded as "bad" - e.g. higher 
spending on defence~ roads and other infrastructure - and 

JUSt cs. 
some of it is/reflection of rather than as a cause 
of higher unemployment. Thirdly, and most important, 
up to the mid-1960s unemployment was held pretty stable, 
at or about full employment level and, indeed, .fiscal/ 
monetary policies to not appear in hindsight to have 
been particularly imprudent. It was really the 
breakdown of Bratton Woods that led to the collapse of 

fiscal/monetary control and that, combined with rising 
inflationary expectations and an inefficient labour 

market, that led to rising unemployment. So, as 
drafted here, the story really is a bit over-simplistic. 

(iv) Page 3, fourth complete paragraph - there is a problem 
with the chart here, as I mentioned in my minute of 
11 March to the Chancellor. The current 3m figure 
really needs to be got in at some point and (as noted 
above) the proposition in the second sentence is not true 
of nevery Government·· since the war 11

• So I would redraft 
this paragraph along t~e following lines: 

11 You only had to look at the figures to see what was 
really happening. The average level of unemployment has 

gone on rising under successive Governments - jm on average 
between 1951 and 1964, fm between 1964 and 1970, im between 
19?0 and 1974, 1im between 1974 and 1979, 2m on average 
under the present Government, arld of course 3m today. 11 

(v) fifth com lete ara ra h - in the first sentence, 
e men i on o . 

overnment spending, a reference· could also be 

made to borrowing and excessive monetary growth. Similarly 
in the penultimate sentence on this page, and the first 

sentence on page 4. 

(vi) Page 4, fourth complete paragraph - redraft as follows: 

"But at the same time we have been getting the total of 

Government spending - and borrowing - under control. And 
this has helped to maintain firm monetary conditions. 

The result is ••••• ". 





I 

! 
'i 
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(vii) Page 4, final paragraph - in the first sentence, 
the words "since the War" should be replaced by 
"for a quarter of a century". The second sentence 
in this paragraph also covers a point that I have 
raised with the Chancellor in my minute of 11 March. 

Depending on how the Chancellor responds to this, 
I would suggest a slightly revised form of words, 
as follows: 

"Under the previous Labour Government, retail price 
inflation averaged some 15 per cent a year. The 
average increase under the present Government is likely 
to be of the order of 10-11 per cent. That's the 
average. The actual increase in prices over the last 
12 months has been only 5 per cent. Downward pressure 

on inflation will be maintained t hough, because of the 
recent exchange rate fall, there may be some temporary, 
and small, rise towards the end of this year. 11 

(viii) Page 5, first sentence - this implies that the kind of 
profile fortinflation shown in Chart C applies to ,ra es 

I 

interest/ too. That is not the case: average interest 

rates under the present Government have been a point or 
two higher than under the last Labour Government. So I 
think we need a more cautious form of words here, perhaps: 

"Lower inflation and lower borrowing also help to bring 
interest rates down." 

And then the first sentence in the third paragraph might 
be redrafted: 

,/'
11rn the last 18 months, that's brought down the cost of 
what businesses and families borrow sharply'\" 

' . 
(ix) Page 5, final paragraph - to get across the qualitative 

aspects of competitiveness the word "better" might be 
inserted before "goods" in the first line, and some explicit 
reference might be made to improveddelivery dates, and so on. 
In the third sentence would "to be achieved" be preferable 
to "always worked"? And - an important point - apart from 





i 
I 
I 
i 

I 
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money, an obvious omissi on in this draft is any 
reference to wages. also the references in the second 
half of this paragraph to productivity are not quite 
right. So I would redraft from the fourth sentence as 
follows: 

"Better productivity, lower cost increases, most 

~specially lower wage settlements. And in time, more 
jobs. For years in Britain our productivity performance 
was so bad it was almost an international joke. Now 
that's all beginning to change." 

(x) Page 6, first paragraph - you need some numbers here, 
as follows: 

(xi) 

(xii) 

"From 1960 to 1980 when our competitors' productivity in 
manufacturing grew by 4 per cent a year, ours only grew 
by 2-i per cent. But between 1980 and 1982, theirs.only 
rose by 1i per cent a year butours rose by no less than 

4i per cent." 

Later on in this paragraph the first reference in square 

brackets should be deleted - the last time we increased 
our share of world trade (in volume terms) was in 1977. 

Page 6 1 second paragraph - again, you might extend this 
sentence to read: 

" more Government spending and borrowing. Keeping 

monetary growth under firm control. 11 

Page 7, second paragraph - the word "especially 11 suggests 
that this Budget is oriented towards business,r which it 

is not. So I would open up this paragraph .bY saying: 

"I've cut other taxes today to help business, particularly ••• 

And in the following paragraph you might add "for example" 

after "year". 
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It might be worth clearing the final three pages of this draft 
with FP and ST. But it strikes me that there are a number of 
important measures not mentioned here that might be worth adding 
to the list: 

~ UB abatement; 

help for housing, home ownership and construction; 

changes in North Sea taxes of benefit to exploration 
and appraisal, and new investment; 

some mention of the smallness of scale of the increases 
in excise duties. 

There are one or two figures in square brackets that I have asked 
Mr Thompson in my Division to check. 

R I GALLEN 

5 





FROM: 

CHi\.NCELLOR c c 

JIMMY YOONG PROGRAMME 

M A HALL 
14 March 

Mr MacKellar 

I mentioned to you that Roy Jenkins was scheduled to appear on 
the same day as you. I have spoken to the Producer of the 
Jimmy Young programme, and can reassure you. It seems that 
well before the Budget date was fixed, Roy Jenkins was invite~ 
to appear to discuss Europe. This he will still be doing, and 
I am assured that the discussion with him will not be about the 
Budget, and that there is no question of a three cornered 
conversation. 

2. You may also like to know that Jimmy Young is talking to 
Richard Wainwright on Wednesday, and Peter Shore on Thursday, so 
that you will in effect have the last word on the Budget. 

" M A HALL 
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CAPTION F 

NIS 

BUDGET CONFIDENTIAL 
7 

So I've been cutting industry's costs, py cutting the 

tax on jobs that Labour introduced, and then increased. 

I've cut that now no less than three times in the last 

12 months. And that will help to bring back jobs. 

I've cut· taxes again today especially to help new businesses, 

particularly small businesses - which, as they grow, can 

create the new jobs we need. 

This year, I've introduced the Busines's Expansion Scheme -

with very generous tax reliefs for investment in~ small 

and medium-sized firms - old as well as new. 

Special cash grants for investment in small engineering 

firms. I've given another real boost to the new technologies 

which will create tomorrow's jobs. 

Tax help ~firrns~ive their workers a share of the 

profits. And cash grants for people out of work who want 

to start a new business. 

But I've found room too, to help those whom we all want 

to help. 

Pensioners, f example. Since we were elected, prices 

have gone up Pensions have gone up 

by more tha that, by L-:1 \J_7 per cent. LAnd pensioners 

won't be lo ing any of that increase~/ LNext November, 

/pensions will 

I l 

. i 
: I 

, I 
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BUDGET CONFIDENTIAL 

pensions will go up again by the same amount as prices 

have risen between last surruner and this~/ 

real help to families as well, 

particularl from next November 

8 

low-paid. Because 

going up JE 1 '~.~/. a 
\o f b • .:'.\) 

week l It'll be worth 
t 

ever before. 

People who are out of work will have the full value of 

their benefits restored. 

I've extended the special tax allowance for widows, which 

I introduced two years ago, so as to give them real cash 

help through the ye~r~ their husband dies. 

I've introduced new measures to help the disabled. 

And I'm proposing further assistance for the charities 

which do so much to care for those in need. 

One other big thing: lower income tax. That's good for 

people - particularly the low-paid - and good for business 

too. 

Over the last few years I've not been able to cut income 

tax as much as I should have liked. Industry had to come 

/first. 

. ' 

. ; 





BUDGET CONFIDENTIAL 
9 

first. But this year I've been able to cut it quite 

a bit. 

Not by cutting the rates,but by raising the point at which 

people start paying income tax. 

give moit help to the low-paid. 

That's the best way to 

- ~b~ l-t ~ LWore the:a millio!}? 

low-paid workers who are paying tax now won't pay income 

tax at all next year~ 

We need to strengthen incentives in Britain at all levels. 

But particularly for those in the so-called poverty and 

unemployment traps who all too often find that i~ just 

doesn't pay to work~ By raising the starting point of 

tax, I've been able to give them a new sense of ~ope. 

And I've started to put right a problem which has been 

growing in Britain for 30 years or more. 

/Every measure 
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CAPTION F 

NIS 

BUDGET CONFIDENTIAL / 

7 

So I've been cutting industry's costs, by cutting the 

tax on jobs that Labour introduced, and then increased. 

I've cut that now no less than three times in the last 

12 ·months. And that will help to bring back jobs. 

I've cut taxes again today especially to help new businesses, 

particularly srna~l businesses - which, as they grow, can 

create the new jobs we need. 

This year, I've introduced the Busines"s Expansion Scheme -

with very generous tax reliefs for investment in all small 

and medium-sized firms - old a s well as new. 

· Special cash grants for investment in small engineering 
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firms. I've given another real boost to the new technol~ies 

which will create tomorrow's jobs. 

Tax help for firms that give their workers a share of the 

profits. And cash grants for people out of work who want 

to start a new business. 

But I've found room too, to help those whom we all want 

Pensioners, for example. -S-inoe we...were e~~ 

have gone up by L- _?_per_ce~up 
by more than that, by ~ _ _ / -per cent. LAnd pensioners 
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BUDGET CONFIDENTIAL 

pensions by the same amo_unt as prices 

last summer and this~/ 

We've been able to give real help to families as well, 

particularly the low-paid. 

child benefit is going 

more than ever before. 

Because from nex 

0 . .rp "'· 
..a:===#-'=-:<:lµ week • 

People who are out of work will have the full value of 
\f.rl.>\ ,_,, "'.,,-

theitL benefit+ restored. 

8 

I've extended the special tax allowance for widows, which 

I introduced two 
Let.. 

help t~ the 

years ago, so as to give them 

year. ~their husband dies . 

v 
real ;fi@; ,=-

I've introduced new measures to help the disabled. 

And I'm proposing further assistance for the charities 

which do so much to care for those in need. 

One other big thing: lower income tax. That's good for 

people - particularly the low-paid - and good for business 

too. 

Over the last few years I've not been able to cut income 

tax as much as I should have liked. Industry had to come 

/first. 
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first. But this year I've been able to cut it quite 

a bit. 

Not by cutting the rates,but by raising the point at which 

people start paying income tax. 

give moit help to the low-paid. 

That's the best way to 

LMore than a rnillio~/ 

low-paid workers who are paying tax now won't pay income 

tax at all next yeari 

We need to strengthen incentives in Britain at all levels. 

But particularly for those in the so-called poverty and 

unemployment traps who all too often find that it just 

doesn't pay to work.· By raising the starting point.. of 

tax, I've been able to give them a ne w sense of ~ope. 

And I've started to put right a problem which has been 

growing in Britain for 30 years or more. 

/Every measure 
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PS/CBANCELLO/ 

L/ 
CC; 

BBC TV 'PEOPLE AND POWER' PHOTOGRAPHS 

FROM: I R MACKELLAR 
14 March 1983 

Mr Hall 
Mr Monaghan 
Mr Page 
Mr Chambers 
Mr Bobsin 
Enquiry Room (3 copies) 

Further to my earlier minute, for Mr Tulley please read Mr I U Chaudry. 

IAN MACKELLAR 



,.,-.. 



FROM: M A HALL 

14 March 1983 

CHANCELLOR 

I; 
WEEK-END 'WORLD 

'Jhebid from Week-End World next Sunday remains tentative. They 
are waiting to see what the Budget contains, and what developments 
occur on the oil front. 

(W1i/1 

MA HALL 





FROM: I R MACKELLAR 
14 March 1983 

cc : Mr Hall 

BBC TV 'PEOPLE AND P™ER' PHOTOGRAPHS 

Mr Monaghan 
Mr Page 
Mr Chambers 
Mr Bobsin 
Enqiry .Room (3 copies) 

We agreed that BBC TV's sti lls photogr apherwould visit the Treasury 

at 11 am on 16 March to take pictures of the Chancellor's office . 

The cameraman is likely to be a Mr Tulley. He should take only 

about 15 minutes over the pictures. 

IAN MACKELLAR 
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BUDGET CONFIDENTIAL 

CHANCELLOR 

CHARTS FOR THE BUDGET BROADCAST. 

FROM: ROBIN HARRIS 

DATE: 14 March 1 983 

cc Mr Kemp 
Mr R I G Allen 
Mr Hall 
Mr Ridley 

Mr Allen's minute of 11 March suggests that the unemployment chart 

s hould end a t 3 million rather than the average figure of 2 million. 

Although I s ee the reasoning, I think that the re are very strong 

political arguments a gains t showing such a dra matic rise. 

ROBIN HARRIS 





MR MACKELLAR 

I 

BREAKFAST TELEVISION: 16 MARCH 

FROM: JILL RUTTER 

DATE: 14 March 1983 

cc: Mr Monaghan 
Mr Page 
Mr Hall 
DF 

The Chancellor has seen your minute of 11 March. The Chancellor 

is happy with the arrangements. He is also grateful to Mr Hall 

for his offer to be at No 11 at 5.30 am which he gratefully 

accepts. 

JU( 
JILL RUTTER 





RESTRICTED 

FROM: ROBIN HARRIS 

DATE: 14 March x9 

M 
CHANCELLOR ··-· cc Mr Ridley 

BUDGET BROADCAST: TIM RENTON 'S CONTRI BUTlON 

I a ttach a copy of Tim Renton's redra ft of the first, opening 

section o f the Budge t Broadca s t. I understa nd that a new versinn 

of the tex t is to be circulated later today o The copy which 

goes to Tony Jay (who is due to telephone l a ter £or me to exp lain 

your worr i es about the opening section) could have attached to 

it these t hought s from Mr Ren ton. 

ROBIN HARRIS 





A Budget s hould not be l i ke the latest e s pisode in JR - full 
1-

o f drama and- the unexp~c te"ci ' th;-t has to b~ rev ersed in -the nex't-;f" ~.....-~ 

thrilling insta lment. 

Cl 
(Some of my Labour precrcessors seemed to think they were living 

in Dallas - the y built up great expectations - only to 

reverse them the following year). 

I in contra s t have been dete rmined s i nce 1979 to f ollow a 

c l ear consistent and resolute line. So that e veryone -

f amil ie s , bu s ine sse s, those abroad who buy our e x port s - could 

h a ve a clear i d ea o~ where we were leading Brita in . 

The importance of having a plan i s to st~ck to it. That what 

I hav e done. And that's why, in my Budge t today, I wa s a ble to 

show some of t h e g ood results of con s ist ency : inflation well 

d own, increasing tax threshold s a nd so on. 

M6 re of that in a minute. But r emembe r this ~ My Budget today 

shows that as a n a tion we c a n together s t art t o g ather some 

o f the f ruit s of the h a rd work since 1979. 





,---- 1. MR FL 

2 . CHANCELLOR 

.FROM~ I: R MACKELLAR 

14 March 1983 

cc: Mr Monaghan 
Mr Page 
DF 

GRANADA TV BID FOR ECONOMIC SECRETARY 

Granada TV has approached the Economic Secretary asking that he do a 

short one-to-one inte rview outside the House of Commons tomorrow evening 

at either 6 pm or 6.30 pm. It is also proposed to record the views of 

Labour and Alliance spokesmen. 

2. It seems rather undignified to record a Minister in the street, 

but this is presumably because Granada cannot get a studio. 

3. If accepted_, the interview would be s creened on Granada Reports , 

the magazine progranune . 

4 . Are you content that I should approach the EST? 

/~ 
---· 

IAN MACKELLAR 





1. 

2. MR ROWLEY 

IN STUDIO BUDGET RELEASE 

CONFIDENTIAL 

FROM: G S JOHNSON 
14 March 1983 

cc: Miss O'Mara 
Mr Brazier 
Mr Chambers 
Mr Batchelor 

Mr Hall 
Mr Monaghan 
Mrs McKinney 
DF 

\} ,,,,,. 
This minute confi rms Budget day. arrangements with the Financial Times. 

A car has been arranged to take you to Bracken House f rom the Treasury 

circle at 3.oo pm. The driver will be David Steel and the c a r is 
a Granada, r egistration W00783W. The car will have a FT sign on the 

windscreen. 

'• 
You should collect your unstapled copy of the Budget Speech from Mr Brazier 

at about 2.00 pm on Budget day. 

Your FT contact is David Walker , t el: 248- 8000. 

G S JOHNSON 

\ 





1. 

2. MR SPRINGTHORPE 

CONFIDENTIAL 

IN STUDIO BUDGET RELEASE 

FROM: G S JOHNSON 
14 March 1983 

cc: Miss O' Mara 
Mr Brazier 
Mr Chambers 
Mr Batchelor 

Mr Hall 
Mr Monaghan 
Mrs McKinney 
DF 

\') 
I understand from David Kee fe that the rehearsal went smoothly. This 

minute is to confirm Reuters Budget day arrangements . A oar has 

been arranged to take you to Fleet Street from the Treasury circle 

at 2.45 pm. Precise details of the car , however , wi l l not be 

available until later on today. .. 

You should collect your unstapled copy of the Budget Spee ch from 

Mr Brazier at about 2.00 pm on Budget day. 

Your contac t at Reuters i s David Keefe, tel: 250-112. 

GS JOHNSON 

\ 
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2. 

MR 

MR SLAUGHTER 

CONFIDENTIAL 

IN STUD I 0 BUDGET RELEASE 

cc: 

FROM: G S JOHNSON 
14 March 1983 

Miss O'Mara 
Mr Brazier 
Mr Chambers 
Mr Batchelor 

Mr Hall 
Mr Monci.ghan 
Mrs McKinney 
OF 

I trust the rehearsal with the Press Association was satisfactory. 

You should collect your unstapled copy of the Budget Speech from 

Mr Brazier at about 2.oo pm on Budget day. 

' I 

Your PA contact in the House of Commons is Mike Bramley, 

tel: 219-42 82. 

G S JOHNSON 

! 

\ 
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2. MR ROWLEY 

IN STUDIO BUJX;ET RELEASE 

CONFIDENTIAL 

FROM: G S JOHNSON 
14 March 1983 

cc: Miss O'Mara 
Mr Brazier 
Mr Chambers 
Mr Batchelo:r 

Mr Hall 
Mr Monaghan 
Mrs McKinney 
DF 

This minute confirms Budget day arrangements with the Financial Times. 

A car has been arranged to take you to Bracken House from the Treasury 

circle at 3.00 pm. The driver will be David Steel and the car is 

a Granada, registration W00783W. The car will have a FT sign on the 

windscreen. 

' I 

You should collect your unstapled copy of the Budget Speech from Mr Brazier 

at about 2.00 pm on Budget day. 

Your FI' contact is David Walker, tel: 248-8000. 

GS JOHNSON 

\ 
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BUDGET SECRET until after Budget Speech, 
15 March 1983 

BUDGET SNAPSHOT 15 MARCH 1983 

Budget proposes significant cuts in taxes on individuals and business consistent with the 
Medium Term F~nancial Strategy for effective control of the money supply, lower public 
borrowing and further progress on inflation. The Chancellor stressed tha.t: "The requirement 
we saw, and the country accepted in 1979, was for resolve, for purpose and for continuity. 
My proposals in this Budget a.re rooted in that same resolve, and will maintain that purpose, 
and that continuity. They are designed to further the living standards and employment 
opportunities of all our people and to sustain and advance the recovery for which we have 
laid the foundations." 

A. Main Proposals (FSBR, Part l; detailed proposals listed in Part 4) 

{i) Relief for persons - personal income tax allowances and thresholds increased by 
14 per cent - 8 i percentage points more than required for by statutory indexation. 

(ii) Child benefit increased to £6.50 a week - more than restoring its 1979 purchasing 
value - highest ever level in real terms. 

(iii) 5 per cent abatement of unemployment benefit to be restored. 

(iv) Measures to assist housebuilding and home ownership, including increase in 
mortgage interest relief limit to £30,000. 

(v) Additional employment measures include extensions of the Enterprise Allowance 
and Job Release Scheme. 

(vi) National Insurance Surcharge reduced to 1 per cent from 1 August. 

(vii) 11 Small companies" rate of Corporation Tax cut from 40 per cent to 38 per cent. 

(viii) Further assistance to small firms and to help enterprise and wider share 
ownership includes new Business Expansion Scheme, extending and improving the 
present Business Start-up Scheme, and help for technological innovation. 

(ix) Changes to North Sea oil taxat.ion include the phasing-out of Advance·Petroleum 
Revenue Tax and special relief for future fields. 

(x) Excise duties increased broadly in line with inflation. 

(xi) Measures aimed at fringe benefits and tax avoidance. 

In addition proposed changes in the method of uprating social security benefits were 
announced. 

B. Autumn Measures 

The following measures were announced in November 1982 to take effect from April 1983: 

(i} National Insurance Surcharge cut by 1 per cent to H per cent from 1 April 1983. 
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(ii) National Insurance Contribution rates (employers and employees) increased by t 
per cent. Increase was less than the 0.4 per cent needed to balance the National 
Insurance Fund. 

Revenue costs in 1983-84 of NIS cut and hold-back on NIC - some El billion. 

c. Effects of Budget 

Compared with conventional indexation, and taking account of expenditure measures, 
Budget measures will add E 1.6 billion to public sector borrowing requirement (PSBR) in 
1983-84. 

Direct revenue effects of tax changes: 

(E million} 
Effect in 1983-84 

Income tax allowances 
and thresholds 
Other income and direct taxes 
National Insurance Surcharge* 
Excise duties 
Other indirect taxes 

Change from · 
indexed base 

-1,170 
-2.95 
-2.15 

10 

-1,670 

*Estimates exclude public sector payments. 

+/-indicates an increase/decrease in revenue. 

Change from 
non-indexed 

base 

-2.,000 
-310 
-215 

595 
-5 

-1,935 

Effect in a full year 

Change from 
indexed 

base 

-1,490 
-365 
-390 

10 

-2.,2.35 

Change from 
non-indexed 

base 

-i,545 
-410 
-390 

605 
-5 

-2.,745 

Additional public expenditure on technology and innovation, housing improvements, social 
security and employment measures will cost EZ38 million in 1983-84 over and above what is 

• already provided. This is all charged to the Contingency Reserve and thus will not add to 
the total of planned public expenditure. 

The latter is now expected to be EllZ.5 billion in 198Z-83, £0.5 billion less than the estimate 
in the Public Expenditure White Paper, Cmnd 8789. The planning total in 1983-84 is reduced 
from Ell9.6 billion in Cmnd 8789 to £.119.3 billion, compared with the ElZ0.7 billion planned 
at time of the l 98Z Budget. 

The full year revenue cost of the Budget is of the order of EZ f billion. The bulk of this -
around EZ billion - goes to individuals. But business benefits to the extent of about Ei 
billion. Businesses have been helped by the measures announced in the autumn - worth 
around El billion after taking account of the increase in the employers' National Insurance 
Contribution - as well as by the falls in the exchange rate and oil price. If revenues from 
taxes paid by business (NIS, NIC, corporation tax and rates) - apart from the North Sea 
industries - were the same share of total taxes in 1983-84 as they were in 1978-79, then 
these businesses would have to pay some £3 billion more than is forecast for the coming 
year. 

The changes in excise duties will add 0.4 per cent directly to the RPI (but have a negligible 
effect compared with an indexed base). This has already been taken into the forecast. 
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D. Medium Term Financial Strategy (FSBR Part 2) 

MTFS - updated and extended to 1985-86. Ranges for monetary growth will be the same as 
those planned this time last year, showing a continuing steady downward path. These ranges 
- which, as last year, are constructed on the assumption of "no major change in the exchange 
rate" apply both to broad measures of money (£M3 and PSLZ) and the narrow measure (M 1): 

[per centl 

1983 FSBR 
1982 FSBR 

1983-84 

7-11 
7-11 

1984-85 

6-10 
6-10 

1985-86 

5-9 
na 

A PSBR of 2.f per cent of GDP - around £8 billion - is planned for 1983-84, consistent with 
the figure published in the Autumn Statement. The PSBR ratio will continue to show a 
downward path over the medium-term. The fiscal projections assume real GDP growth of 
Z! per cent per annum, and money GDP grow:th of 8 per cent. 

PSBR* 
[Ebn1 

1983 FSBR 
198Z FSBR 

198Z-83 

7! 
91 

(Zf) 
(3t) 

1983-84 

8 
8t 

(Zf) 
(Zi) 

*Figures in brackets show PSBR as a% of GDP. 

1984-85 

8 
6! 

(Z l) 
( Z)' 

1985-86 

7 (Z) 
na 

E. Economic Developments and Outlook (FSBR, Part 3) 

Budget is presented against a world background which, though still full of risks, is looking 
more hopeful. Lower interest rates and inflation, particularly in the US, and a number of 
recent indicators, are pointing towards some increase in world activity in 1983. The fall in 
oil prices in recent weeks improves the prospect for both recovery and lower inflation. 

In the UK, a pause in the downward trend in RPI inflation is likely this year. Total output 
(GDP) should rise by about Z t per cent in the year to first half of 1984, and manufacturing 
output by much the same percentage. The growth in output now foreseen, if sustained, is 
probably consistent with no major change in unemployment. The surplus on the balance of 
payments current account is forecast to remain sizeable (but smaller than in 198Z). Exports 
are forecast to rise as world trade recovers, but imports are also likely to increase as the 
rundown in stocks comes to an end. 

Summary of Short-Term Forecast 

GDP(% Current Account PSBR(Z) RPI(% 
change on Balance of (Ebn and% change 4th 

year earlier) Payments (£bn) of GDP) quarter to) 
4th quarter) 

198Z i 4 7 t (21) 6 
1983 z 1 tu 8 (Zt) 6 (3) 
1984 (first half) zt z 6 

{l) 
At annual rate 

(2.) Financial years l 98Z-83, 1983-84 

(J) Second quarter 1983 to second quarter 1984 
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F. Personal Income Taxation 

Main rates - including basic rate of 30 per cent -
thresholds increased by about 14 per cent as follows: 

(E) 

Married 
Single (and wife's earned income) 
Additional personal (and widow's bereavement) 
Aged - married 
Aged - single 
Basic rate limit 

(starting point for higher rates) 
Aged income limit 
Investment income surcharge 

threshold 

G. Social Security and Other Benefits 

remain unchanged. 

1983-84 
(proposed) 

2,795 
1,785 
1,010 
3,755 
2,360 

14,601 
7,600 

1, 100 

Allowances and 

1982.-83 

2.' 445 
1,565 

880 
3,295 
Z,070 

12.,801 
6,700 

6,ZSO 

Uprating of social security benefits will be based on the outturn figure of inflation to May 
1983. Next November's uprating will therefore be announced in June. May's inflation figure 
expected to be in the region of 4 per cent. Linked public service pensions to be increased by 
same amount. 

Child Benefit increased by 65p to £6.50 from November 1983; one parent benefit up 40p to 
E4.0S. (Gross cost £12.2. million in 1983-84 as compared with no increase at all, E340 million 
in 1984-85.) 

5 per cent abatement of unemployment benefit to be restored from November 1983 (cost 
£2.Z. million in 1983-84, £60 million in a full year). 

A number of measures to provide substantial help to the sick, disabled, war pensioners and 
the less well off. Main changes: 

a. Amount the severely disabled can earn before benefit is up from £20.00 to 
E2Z.SO. 

b. "Invalidity trap" to be ended - people under 60 on incapacity benefit for a year 
will qualify for long term rate of Supplementary Benefit. Over 60s will qualify 
immediately. 

c. Capital disregard for entitlement to Supplementary Benefit increased from 
£Z,500 to £3,000. Additional disregard of £ 1,500 for life assurance policies. 

H. Widows and Charities 

Entitlement to widow's bereavement allowance extended to cover year after husband's 
death. (Cost £30 million in a full year.) 

£2.50,000 ceiling for CTT exemption on bequests to charities abolished: outright bequests to 
charities will not be taxed. 

Annual ceiling for tax relief at higher income tax rates for payments under deeds of 
covenant to charities raised by £2.,000 to £5,000. 

Companies to be able to deduct for tax purposes costs of staff seconded to charities. 

4 
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I.· dldirect Taxes 

Changes reflect need to broadly maintain real value of excise duties. 

Indirect Tax Yields(+) and Costs(-) (E million) 
1983-84 Full year 

VAT 
Tobacco 
Drink 
Petrol 
Derv 
VED - cars/light vans 

- lorries 

Total all duties 

-5 . 
95 

140 
190 
40 
93 
37 

590 

-5 
100 
145 
190 
40 
93 
37 

600 

VAT. Basic rate remains 15 per cent; registration limit increased from El7,000 to El8,000. 

Tobacco. Duty (inclusive of VAT) up 3p a packet of ZO cigarettes (from 18 March 1983). No 
change in rate of duty on pipe tobacco. 

Drink. Duty (inclusive of VAT) up lp on a typical pint of beer, Sp on a bottle of table wine, 
7p on a bottle of sherry, ZSp on a bottle of spirits, lp on a pint of cider (from 16 March 
1983). 

Petrol. Duty (inclusive of VAT) up 4p a gallon; derv up 3p a gallon. 

Heavy fuel oil. No change. 

Vehicle Excise Duty (on or after 16 March). Car duty up by £5 to £85. Approximate 10 per 
cent reduction in rate for 315,000 lighter, less damaging lorries; increase of between 5 per 
cent and Z6 per cent for selected lorries; heaviest, most damaging lorries suffer largest 
increase. New 33 to 38 tonne lorries to cover their road costs from the outset. 

J. Housing, Home Ownership and Construction 

Ceiling for mortgage interest relief up from £Z5,000 to £30,000 (cost £50 million in 1983-84). 
Relief extended to self-employed in tied accomodation buying houses elsewhere. 

Limit on expenditure eligible for home repair grants increased by ZO per cent. Additional 
resources to "enveloping" schemes - external repairs to whole streets or terraces in inner 
city areas. (Cost of these Z measures - £60 million in 1983-84.) 

Stock relief available on houses accepted by builders in part exchange. 

Industrial buildings allowance - permitted proportion of office space up from 10 per cent to 
25 per cent (full year cost £2.5 million) . 

Development Land Tax deferment scheme on developments for owners' own use extended 
from April 1984 to April 1986. 

K. Employment Measures 

Enterprise Allowances to help unemployed people set up their own business extended to 
whole country. 

5 
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90,000 men between 60 and 65 no longer required to register solely in order to protect 
pension rights. 

42,000 unemployed. men on Supplementary Benefit will no longer need to wait a year (o.r to 
reach 65) to qualify for long term rate of SB. 

New scheme for part-time job release. 

L. National Insurance Surcharge 

The NIS is to be cut by another t per cent to 1 per cent from 1 August. Benefit to be 
confined to private sector. (Cost £2.15 million in 1983-84, £390 in full year). 

M. Small Firms, Enterprise and Wider Share Ownership. 

Measures to foster growth of small and medium sized enterprises and improve their 
competitive environment. The new VAT registration limit and the changes in capital 
taxation will also help small firms. 

Business Expansion Scheme extends and improves the Business Start-up Scheme. The life of 
the scheme is extended to April 1987, it will now be applied to new and established unquoted 
trading companies and the maximum yearly investment limit will be raised from £20,000 to 
£40,000. 

Corporation Tax - small companies rate cut from 40 per cent to 38 per cent; profits limits 
raised - lower limit up £10,000 to £100,000 - upper limit up £275,000 to £500,000. (Cost E40 
million 1983-84; £70 million in full year.) 

Interest relief extended to share purchases in employee buy-outs. 

Deep-discounted stock - borrowers to get relief for accrued discount; investors to pay tax 
only on redemption and sale. 

Profit Sharing and share options:-

a. profit share limit - £1,ZSO annual limit plus alternative of 10 per cent of salary 
to maximum of ES,000; 

b. save-as~you-earn monthly limits raised by £25 to E75; 

c. for other share options, 3 year instalment period over which income tax can be 
spread extended to 5 years. 

Loan guarantee scheme - ceiling for total lending raised from £300 million to £600 million. 

Small Industrial Workshop Scheme - averaging of size requirement for conversions of old 
buildings. 

Freeports - legislation to be introduced; a few experimental locations to be authorised. 

N. Technology and Innovation 

Small Engineering Firms Investment Scheme re-opened. 

First year allowances for rented teletext receivers extended to June 1984, and for British 
films until March 1987 . 

6 
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Also includes help with information technology, innovation linked investment and extension 
of science parks. (Total cost of technology and innovation measures package - EZ.40 million 
ove!' three years) . 

o. North Sea Oil Regime 

Total North Sea revenues expected to be a}?out £8 billion in 1983-84 similar to 198Z-83 
estimated outturn. A package of reliefs totalling £800 million over four years for existing 
fields , ·together with a substantially more favourable regime for future fields. Total cost of 
Budget tax reductions estimated at £115 million in 1983-84. 

Advance petroleum revenue tax (APRT), ZO per cent rate from 1 July 1983 cut to 15 p er 
cent; to be phased out completely by the end of 1986. 

PRT relief for expenditure incurred in searches or appraisal of discovered reserves, other 
than in existing oil fields or developments. 

New fields (consent given after 1 April l 98Z} will get double existing oil allowance of i 
million tonnes each six months (total limit 10 million tonnes) and will not pay royalties. 
(Does not apply t o onshore and Southern Basin oil fields). 

Abolition 0£ restriction on PRT relief for expenditure on shared assets (eg pipelines). 

? . Capital Taxation (Capital Gains Tax, Capital Transfer Tax) and sta mp duty. 

CGT. Annual exempt slice raised £300 in line with inflation to £5,300. 
Retirement relief doubled from ES0,000 to £100,000. 

CTT. Thresholds and rate bands raised in line with inflation; threshold up £5,000 to £:60,000. 
Certain business and agricultural reliefs extended, 

No change in Stamp Duty rates and thresholds. Consultative document t o be issued. 

Q. Fringe Benefits, Tax Avoidance, International Taxation 

l 984-85 scale charges for company cars up by about 15 per cent from those applying in 
1983-84. 

Certain special tax advantages for directors and higher paid employees removed (eg on cost 
of children's education, expensive houses). 

Measures to be brought in to prevent manipulation of group and consortium rellef. 

Legislation on "Tax Havens" to be introduced as per consultative document "Taxat ion of 
International Business". Between them, proposals on tax havens and on ACT and double 
ta xation relief will not involve any increase in the t otal tax burden on international business. 
No measures on company residence or upstream loans. 

H M Treasury 
15 March 1983 
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I 





FROM: 

MR DAVEY - NO 11 c c 

TV-AM CREW AT NO 11 : 16 MARCH 

I R MACKELLAR 
15 March 1983 

PPS ---
Mr Hall 
Mr Page 
DF 

TV-A~ has been rather dilatory in declaring its team, which 

is: 

Peter Jay 

David Tune 
Olivia Liechtenstein 
Joe Petrowski 

Dave Langridge 
Roger Bonnebaight 

Glyn Thomas 
+ 3 

IAN MACKELLAR 
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Mr Kemp 
Mf Monger 
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Ml.. R I G ALLEN 

BUDGET BROADCAST 

I attach a revised version of the Chancellor's Budget Broadcast. You will see that it 

contains two alternative opening sections and two altel'native versions of paragraph I on 

page ·to . The Chancellor's preference is for the underlined version. 

z. You will see that the Chan~ellor has not taken your advice on all points but he believes 

that the charts and text together will enable him to rebut any charges of misleading the 

public. Nevertheless~ if you sti.11,.remain very concerned, he would like you to speak up 

again. 

3. The Chancellor thinks that the Broadcast is still too long. He has square bracketed 

some passages which might be deleted but thinks he will probably need to make further cuts. 

4. Could you and others check the text for any erro!s of fact as soon as possible. We are 

sending Mr Jay a copy (without the summary of the Budget measures!) 

M-0M 

MISS M O'MARA 
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BUDGET BROADCAST 

You know, there's a basic problem about a Budget 

broadcast. And even after five Budgets I'm not 

sure if I've solved it. 

Let me tell you what it is. 

The problem is that successful broadcasting, so 

they tell me, is all about coming up with something 

new, and different, and unexpected all the time. 

But successful management of a nation's economy 

isn't like that. It's all about steadiness, and 

consistency, and sticking to the same plan. 

So, there aren't many surprises in my Budget today. 

It follows the same lines as my four previous ones. 

With just one difference, perhaps. It's becoming 

clearer and clearer every year that those lines are 

the right ones. 

/Of course 

·::.~· .. ;)·-:··,<:.-~~)';:· ~-::. 
; ' 
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Of course it's a slow business~/ ~t was bound 

to . be~/ We 1 ve all known, for years now, that 

things have been going wrong in Britain for a 

long time. 

A good many of you will remember the days when 

we scarcely thought of buying anything that wasn't 

made by British workers in British factories. 

But gradually that changed - motor bikes from Japan, 

shirts from Taiwan, shoes from Poland. 

-
LDuring all those year.s our economy was getting 

weaker~/ 

If we're honest ~ith ourselves, we've known for a 

good time now that we faced a long haul back to 

real prosperity. 

/What's more, 

t
.~~ ·-:\~ .. " .. 
•?~q1Y;•~-; s•'. 

;.: ."f"'-;J?,i' • ... ... 

r
::~:~~ ~~ ··: :·~ 
: . .. .:,) ~- .· ~~,., 

·-. . . . 

.:~ . ..,.~ ..... ··:· .; ... 
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BUDCSET BROADCAST 

ALTERNATIVE INTRODUCTION 

If you've been watching a lot of the news 

and comment about my Budget during the last 

few hours, you must be feeling gorged on 

figures by now. 

So I'd like to try and put it all in perspective. 

Budget Day's a great traditional occasion. 

For we.eks before, people guess about what the 

Chancellor is going to do. Then, the 

weekend before, you see him having a pint 

at the local or walking. his dog; and finally 

waving that battered old brief-case containing 

all the Budget secrets for the benefit of the 

cameras on his way to Parliament. 

/That's as it 
i .. 
I 

I 



·. 
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~hat's as it should be1 for it's still the 

one day in the year when we look at the 

nation's accounts as a whole, and try to 

see where we're going. 

But there's a danger for people can come 

to look for dramatic new departures: and 

gimmicks that attract the headlines. 

Well we've had a few of those in days gone 

py: an.d they've usually ended up in tears. 

And so since Margaret Thatcher . asked me to be 

her Chanc~llor nearly £6ur years ago I've 

tried to map out a long-term course for 

Britain. And broadly speaking we've 

stuck to that. So all that I announced 

this afternoon was designed to build on 

the foundations laid in previous years. 





(
'1 /' 
... ( ~.:'; l { 
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What's more, the rest of the world has r un into 

difficulties as well. In the last year or so, 

unemployment in countries like Germany a nd the 

United States, has been going up even faster than 

here. So it's a world-wide problem. 

That's another reason why I was right to tell you, 

three ye ars ago, that it'll "take more than one 

Budget, more even than two or three" to get things 

right: "because these things take time. 11 

Of course, some people still argue t hat t he Governrnent 

could take the old short cut, and create lots of 

new jobs - jus t by lashing out more Government 

spending - by,:borrowing more J ~ .. (;, {>1"''' l-; (1 "~vo, ..... e .. C) 

But they really should know by now that t hat's 

no answer. 

/It doesn't work, 





CAPTION A 

Unemployment 

It doesn't work, because it doesn'~ last: 

in a year or so inflation is galloping ahead; 

the Government has to slam on the brakes; 

4 

and unemployment shoots up even higher than it 

was before. 

We've s.een it all before, haven't we? 

And the figures prove it beyond doubt. 

The average level of Government spending has gone 

up under every previous Government since the War, 

as Goverriments tried to spend their way out of 

rising unemployment. 

'kf ki I°!~ 0 S ~ t...,.-.,b_. 1.-.X.lJ , £ .. ,d· /~t.),._' t •'.t- ~ Cv~J 
And did it work? -~r ct- -f·ew inonEhs ;- yes. ---Bll't""" fh &;1l 

i-n--the lo·ng r un -it made--things much worse. , 

You only have to look at the figures to see what was 
tv..<<. (;~-\,·ff 

really happening. Under e¥ery GovernmentS'since the 

War the average level of unemployment has been higher 

/than the one 

~(.'.,-/) 

(~,j~ 
f.,.,._ '-~ ll< ' 

1~ro~.j 
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Inflation 
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than the one before. And we've not yet been 

able to stop that trend. 

LAnd the link between Government spending and 

borrowing and unemployment is inflation. 

In the short run perhaps, it can create a few 

jobs. But in the long run it ends up destroying 

many more:../ 

And you can see that inflation Lto~/has gone up 
.:. 

step by step under .e:v€~Y Government. 

Government spending and borrowing, inflation, 
o, 

unemployment~ : They all go together. 

/That 's why we 





LThat's why we knew we had to control 

Government spending, and borrowing, and 

beat inflation if we were really to get 

unemployment coming down~? 

But we· inherited plans for a huge increase 

ip spending over the years ahead, Lwhich 

the country couldn't begin to affor~/. 

So we had to prune them dra.stically - Land 

sometimes, in the short term, painfully~/ 

But all the time we've done all we can to 

look after the people who can't look after 

themselves. 

6 

Even after allowing for rising prices, we've 

been able to spend more, not less, than 

previous Governments on the Health Service. 

/More, not less 





CAPTION C 

Inflation 

again 
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Mo re, not less, on pensions. More, ·.·not less, 

o.n the unemployed and training young people -

helping them to find a job. 

But at the same time we have been getting 

the total of Government spending and borrowing 

under control. Alfd t he result is we're 

getting inflation under control as well. 

This Government will be the first for 25 years · 

to achieve .an average inflation rate lower 

than the one before. Under the last LLabou!7 

Government - prices went up on average by about 

15 per cent a year. We've got that average 

down to about 10 per cent . And in the last 

year we've got inflation down to 5 per cent. 

And not j ust lower inflation, but lower 
, r : ..... : ..... ·.ri'..I ~: ( ... ",,,... ': 

(!I(, 1'. interest rates a~ll . We knew when .w.e came 

/into of £ice 

,,;: ·,~1 ~·ft~~k 

~t~~ t. . 
. : : ;,1··. ~ .. ; "~.4~-:.;.~ 
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into office that Britain couldn't go on 

for ever living on borrowed time and 

borrowed money. 

As I 1 ve said, Government borr.owing had been 

rising dangerously for a long t ime . I've 

checked and reduced it. 

I / 

That 1 s b..:i;eught down the cost of what 

business and families borrow quite 
·. 

dramatically. As a re.sult the average 

couple., buying their first home, are paying 

about £40 less a month than a year ago. 

And it 1 .S costirig companies hundreds of 

millions less to invest in tomorrow's 

jobs. 

But still unemployment is much too high. 

/And there's only 





' fl•CA · ~( aJ 
~""''~...;) tj 

And there's only one long term way to 

deal with that. 

Bri~ish industry has to make goods that 

can compete, to win orders around the 

world and in Britain too. And then take 

people on to meet those orders. That's 

how a real recovery has always worked. 

Better productivity, lower costs,more 

sales. And in time, more jobs.~For years 

in Britain we've been producing~less per 
. . l\."1> "" () 

man and wo~an than a9Jiest .any of our 

coroi>etitors. /In fact we were doing so 

9 

badly it was almost an international 

New that '-S- a l T change.(f. 

joke:_.7 

t v.,,.i'J ' 
,{-"/' 

/Between 1960 
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Between 1960 and 1980 Lwhen7 our competitor's 

productivity grew Lby 4 per cent~a year, ours 

only grew by 2~ per cent~//getting on for twice 

as fast as ours / . But since 1980 /our 

productivity's improved three times as fast as 

theirs/ Ltheirs only rose by l~ per cent a year 

but ours rose by no less than 4~ per cent./ As 
r;i '<'; ( ,-: ' (\,yo i'( l'I. "- <' {I / c ,. ~ ., .,..(. l. ·I .... r 1 <' ,.. ,, ~ ·' 

a result~, we're beginning to win back a larger 

share of the world trade. That's something the 

British people have achieved - not this Government. 

People like those who work at Jaguar, for example, 

making al.most three times as many cars per man 

t h is year as they did two years ago - and selling 

them. But we in the Government have been playing 

our part too. 

Resisting calls to go back to the old inflationary 

binge of more Government spending '7Ild borrowing. I.. 

l .. , .. .1 . , ~ .. r "··· --.. \i ) 

Cutting taxes when we can~ And when we do , 

choosing the right priorit ies. 

/ So I've 
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So I've been cutting industry's costs, by cutting 

the tax on jobs that Labour introduced, and then 

increased. I've cut that twice last year and 

once again today. And that will make it easier for 

firms to grow and provide the extra jobs we long to 

see. 

I've ·cut other taxes today to help business, 

particularly small businesses - the firms 

that' 11 grow into tomorrow's ho.usehold names. 

I've introduced the Business Expansion Scheme -

with very generous tax reliefs for investment in 

small and rned.ium-sized firms - old as well as 

new. 

Special cash grants for investment in small 

engineering firms. I've given another real 

boost to the new technologies which will create 

tomorrow's jobs. 

/Tax help 
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Tax help when firms give their workers a share 

of the profits. And cash grants for people out 

of work who want to start a new business. 

,(Because we've made such good headway , against 
~I':' I 

inflation, the increases in duty on t.G>baeGo , 

drinks and petrol are the lowest they've been 

for a long time~/ 

I've found room too, to help those whom we all 

want to help. 

Pensioners, for example. Next November, pensions 

will go up again in line with inflat ion .and 

pensioners .won't be losing any of that increase. 

Si:nae we were ·elected, pensions will have gone up 

a-<,jeo-d-de'fil faster than prices. 

We 1 ve been able to give real help to families 

as well, particularly the low-paid. Because 

from next November child benefit is going up 

to £6.50 a week. It'll be worth more than ever 

before. 

/People who 
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People who are out of work will have the full 

value of their unemployment ben.efit restored. 

I've extended the special tax allowance for widows, 

which I introduced two years ago, so as· to give 

them real help not just in the year when their 

husband dies but in the next one too. 

I've introduced new measures to help the disabled. 

And I 1 m proposing further assistance for the 

charities which do so much to care for those in 

need. 

One other big· thing: lower income tax. That's 

good for people and good for business too. 

Over the last few years I've not been able to cut 

income tax as much as I should have liked. 

Industry had to come first. But this year I've 

been able to cut it quite a bit. 

/Not by cutting 
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Not by cutting the rates, but by raising the 

point at which people start paying income tax. 

That's the best way to give most-help to the low-

paid. More than a million low-paid workers 

who are paying tax now won 1 t pay income ta:x 

at all next year. 

We need to strengthen incentives in Britain at 

all levels. But particularly for those in the so-

called proverty and unemployment traps who all too 

often find that it just doesn't pay to work. By 

raising the starting point of tax, I've been 

able to give them a new Sense of hope. And I've 

started to put right _a problem which has been 

growing in Britain fo·r 30 years or· more. 

/Every measure 
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Every measure in this Budget is designed 

to help the recovery which is now getting 

under way. And it is, you know. Slowly, 

but surely. 

There are more houses being built than a 

year ago; more goods being sold in the 

shops; more cars, more trucks being sold; 

and more of all these things being made in 

Britain. 

That means .. that as the world recovery gets 

going, Bri.tain will be really well placed 

to ride th€ crest of the wave instead of 

being swamped by it, as we've always been 

before. 

Of course we son''t see unemployment come 

tumbling down overnight. That's a 

/problem the 

I .. 





problem the whole industrial world is 

going to have to cope with for quite a 

time to come. 

But there is a new mood of realism and 

determination in the country. 

It shows up in fewer strik~s,rnuch lower 

price rises, rising productivity, good 

export figures ·"."' almost everywhere : you 

look. 

That's what we've been aiming for ever . . . . 

since we took over. It's the only 

policy for jobs which last. And it's 

the policy we're sticking to because we 

all know in our hearts its the only one 

which works. 

16 
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SIR GEOFFREY HOWE (CHANCELIDR OF THE EXCHEQUER) 

Transcript of Post-Budget Broadcast (As Appears On All Channels). 

15 March 1983. 

ANNOUNCER: The Budget. Tbe Chancellor of the Exchequer, the .. 
Right Honourable Sir Geoffrey Howe MP, speaks for the 

Government. ~ 

CHANCELLOR: You know there's a basic problem about a Budget 

Broadcast and, even after 5 Budgets, I'm not sure if I've 

solved it. Successful broadcasting, so they tell me, is all 

about coming up with something new and different and unexpected 

all the ti.me; · but successful management of a Nation's economy 

isn't like that. It 1 s all about steadiness and consistency and 

sticking to your objectives. So, there aren't many surprises in 

my Budget; it follows the same line as my 4 previous ones with 

just one difference, perhaps, it's becoming clearer and clearer 

every year that those lines are the right lines. Ye 've all known 

for years, now, that things have been going wrong in Britain for 

a long time. A good many of you will remember the days when we 

sca:rcely thought of buying anything that wasn't made by 

British workers in British factories, but graduallJ, that's 

changed - motor bikes from Japan, shirts from Taiwan, shoes from 

PolB.Dd - it's been a long downhill siide and we've always known 

it would be a long haul to get back. Three years ago I told you 

it would take more than one Budget - more even than 2 or 3 - to 

get things right. Of course, there are some people who still 

argue that ~be Govermment could take the old short cut and create 

lots of new jobs just by lashing out more Government spending, 

by borrowing more; but they really should know, by now, that 

that's no answer. i;he average level of spending has · gon~ up 

under every Government for the last 30 years as they tried to spend 

1 



their way out of rising unemployment and what happened? In the 

long-run it made things much worse. You've only to look at the 

figures to see what was really happening. Under every Government 

for a generation, the average level of unemployment has been 

higher than under the one before and we've not yet been able to 

stop that trend. The link between Government spending and 

borrowing and unemployment is inflation. In the short-run, pertaps, 

it can create a few jobs, but, in the long-run, it ends up 

destroying many more. And inflation, too, bas gone up, step by 

step, under successive Governments. Government spending and 

borrowing, inflation and unemployment; they all go together. 

That's why we knew we had to control Government spending and 

borrowing and beat inflation if we te:>e really to get unemployment 

coming down. But, all the time, we've done all we can to look 

after the people who really need help. Even after allowing for 

rising prices, we've been able to spend more, not less, than 

previous Governments on the Health Service; more, not less, on 

pensions; more, not less, on the unemployed and training young 

people, helping them to find a job: and, wit h all this, we're 

still getting ipflat ion under control as well. This qovernment 

will be the first for 25 years to achieve an average inflation 

rate lower than the one before. Unde'r the last Labour Governm.ent, 

prices. went up, on average, by about 15% a.year. We've got that 

average.:_down to just over 100/b; and if you just take the past 
I 

year, it's even more dramatic. Inflation, now, is down to 5%. 

Then there's. 'Government borrowing. That had been rising, 

dangerously for years when we took oPfice and pushing interest 

rates higher and higher. I was determined to stop that rise. 

It's now down to manageable rates and that's brought doWlSl the 

cost of what business and frur'lies borrow uite dramatically. 

As a resuJ, t, the average co· ... e, buying tb ., first home, are 
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paying about £40 less a month than a yeo:r ago; and it's saving 

companies hundreds of millions and that makes it easier for them 

to invest in tomorrow's jobs. But still, unemployment is much 

too high and there's only one lasting way.to deal with that. 

British industry has to make goods that can compet e - to win 

orders round the world and in Britain, too - and then take people 

on to meet those orders. That's how a real recovery has alwa:ys 

worked: better pzoductivity; lower costs; more sales; and, in 

time, more jobs. For years, in Britain, we've been producing 

fa:r less per man and woman than almost any of our 

competitors, now that's all changing. Between 1960 and 1980, 

our competitors' productivity grew getting on for twice as fast 

as ours . But, since 1980, thet):.'' s has only risen 1t%; ours has 

increased 3 times as fast; and people are being more sensible 

about pay. As a result, we're beginning to win back a larger 

share of world trade. '!hat's something the British people have 

achieved, not this c;overnment. People like those who work at 

Jaguars, for example, making almost 3 times as many cars per man 

this year as they did 2 years ago, and selling them. 

But we, in the Qovernment, have a part to play too . That 1 s Wh.j 

I've been cutting industry's costs by cutt ing the tax on jobs. 

Labour introduced the National Insur~ce 8urcharge in 1977 and 

raised- it in '1978. I cut it TiWice last year and this Budget 

cuts it again; down to 1% from next August and that will mak~ 

it easier for firms to grow and provide the extra jobs we long 

1 

to see. I've cut other taxes today to help bu~iness, particularly 

small businesses, - the firms that'll grow into tomorrow's household 
I 

names - and because we ve made such good headway against inflation, 
I 

' the increases in ~ty on tobacco, drinks and petrol are the 
'. 

lowest they 1ve been for .a long time. I've found room, too, to 
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help those whom we all want to help: pensioners, ~for example. 

Next Novembert pensions will go up again. We 1 ve pledged ourselves 

to keep up the value of pensions, in fact, WA've done better. 

Over this Government, pensions will have gone up a good deal 

faster than prices. We've been able to give real help to 

families too - particulariy the low-paid - because, from next 

November, child benefit is going up to £6.50 a week; that will 

be worth more than ever before. People who are out of work 

will have the full value of their unemployment benefit restored. 

I've extended the special tax allowance for widows. I've introduced 

new measures to help the disabled; and I'm proposing further 

assistance for the Charities which do so much to care for those 

in need. One other big thing: lower income tax. "That's good 

for people and good for business, t oo. Over the last few years 

I've not been able to cut income tax as much as I should have 

liked - industry had to come first - but, this year, I've been 

able to cut it quite a bit by raising the point at which people 

start paying income tax. -n.:u~'s the best· way to give most help 

to the low-paid. More than a million low-paid workers who are 

paying tax now,· won't pay income tax at all next year. 

Every measure in this Budget is designed to help the recovery 

that's now getting under way and it is, you know, slowly but 

surely. There are more houses being built than a year ago; 

more goods being sold in the shops; more cars, more trucks being 
' 

sold; and more of all these things being made in Britain. 

that means that as -the world recovery gets going, Britain will 

be really well placed to ride the crest of the wave instead of 

being swainped by it as we've always been before. Of course, we 

won't see unemployment come tumbli :1g down over night, th'at 1 a a 

problem the Wl>le industrial world 

for quite.a time to come, but th< 
4 

~ s going to have to cope with 
1 is a new J.ll004 of realism 



and determination in the country. It shows up in ~ewer strikes; 

much lower price rises; rising productivity ; good export 

figures; almost everywhere you look. That's what we•ve been 

aiming ~or ever since we took over. I t 's.the only policy for 

jobs which last and it's the policy we're sticking to because 

we all know, in our hearts, that it's the only one which works. 

. . 
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4.ZO COVERING BUDG~T .CONFIDENTIAL 

FROM: MISS M O'MAR / OM\ 
DATE: 15 March 1983 (_,.J/'J 

cc Chief Secretary 
Financial Secretary 
Economic Secretary 
Minister of State (R} 
Minister of State (C} 
Mr Kemp 
M~ Monger 
Mr Moore 
Mr Ridley 
Mr Harris 
Mr Hall 

Ml.. RIG ALLEN 

BUDGET BROADCAST 

I attach a revised version of the Chancellor's Budget Broadcast. You will see that it 

contains two alternative opening sections and two alternative versions of paragraph / on 

page J1' • The Chance llor's pre ference is for the underlined version. 

2. You will see that the Chancellor has not taken your advice on all points but he believes 

that the charts and text together will enable him to rebut any charges of misleading the 

public. Nevertheless, ·u you still remain very concerned, he would like you to speak up 

again. 

3. The Chancellor thinks that the Bro~dcast is still too long. He has square bracketed 

some passages which might be deleted but thinks he will probably need to make further cuts. 

4. Could you and others check the text for any erro~s of fact as soon as possible. We are 

sending Mr Jay a copy (without the summary of the Budget measures !) 

~/'A 

MISS M O'MARA 
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BUDGET BROADCAST 

You know, there's a basic problem about a Budget 

broadcast. And even after five Budgets I'm not 

sure if I've solved it. 

~et me tell you what i _!: .. _is . 

I 

The proble.m' i"~ th.aJ successful broadcasting, so 
\ . ~ 

they tell me, is all about coming up with something 

new, and different, and unexpected all the time. . 

But successful management of a nation's economy 

isn't like that. It's all about steadiness, and 

consistency, and 
r .A. ... 

sticking to ~he ' same:\ plan. - .. 

So, there aren 't many surprises in my Budget today. 

It follows the same lines as my four previous ones. 

With just one difference, perhaps. It's becoming 

clearer and clearer every year that those lines are 

the right ones. 

/Of course 
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) l - l -- :\ ~ '\ 
Of /~6 _s it '·s a sl:o business.:_l'-rt wafo bound 

to ~ . / We've all known, for years now, that 
- 4ac.l 

things ~e been going wrong in Britain for a 

long time. 

· A good m~ny of you will remember the d~ys when 

we scarcely thought of buying anything that wasn't 

made by British workers in British factories. 

But gradually that changed - motor bikes from Japan, 

shirts from Taiwan, shoes from Poland. 

/ 
/ -

LDurin~-all~years 

weaker:./ 

o ur e conomy was getting 
.. ---

If ~ie 're honest with ourselves, we've known for a 

good time now that we faced a long haul back to 

real prosperity. 

/What's more, 





~That's as 't should be1 for it's still the 

when we look at the 

nation's ac • ounts as a whole, and try to 

But there's for people can come 

to look for new departures: and 

gimmicks that ttract the headlines. 

Well we've had a few of those in days gone 

by: and they've J?ually ended up in tears. 

2 

And so since Margi et Thatcher asked me to be 

her Chancellor nearl four years ago I've 

tried to map out a lo g-term course for 

Britain. And broadly 

stuck to that. 

this afternoon was designe~ to build on 
I 

the foundations laid in previous years. J 
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BUDGET BROADCAST I 
ALTERNATIVE INTRODUCTION 

I 
If you've been watching a lot of the news 

and comment about my Budget auring the last 

few hours, you must be on 

figures by now. 

So I'd like to t~y in perspective. 

Budget Day's reat traditional occasion. 

For weeks be re, people guess about what the 

Chancellor to do. Then, the 

weekend ? fore, you see him having a pint 

at theJ"ocal or walking his dog: and finally 

wa~i/. that battered old brief-case containing 

al jtthe Buoget secrets for the benefit of the 

c~rneras on his way to Parliament. 
I 

( /That's as it 7 
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What's more, the rest of the world has run into 

difficulties as well. In the last year or so, 

unemployment in countries like Germany and the 

X United States)('has been going up even faste r than 
, ~ 

here. So it's a world-wide problem. 

That's another reason why I was right to tell you, 

three years ago, that it'll "take more than one 

Budget , more even than two or three 11 to get things 

right: "because these things take time." 

Of course, some people still argue that the Government 

could take the old short cut, and create lots of 

new jobs - just by lashing out more Government 

spending - by )>orrowing more{''~,S "' •,• ';..! ~ 

But they really should know by now that that's 

no answer. 

/It doesn' t work, 
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CAPTION A 

Unemployment 

4 

It doesn't work, because it doesn'~ last: 

in a year or so inflation is galloping ahead; 

the Government has to slam on the brakes; 

and unemployment shoots up even higher than it 

was before. 

We've seen it all before, haven't we? 

And the figures prove it beyond doubt . 

The average level of Government spending has gone 

up under every previous Government since the War, 

as Governments tried to spend their way out of 

rising unemployment. 

A-\;1 d l-A «){ t.. r, 't U• ~ . e,{ ' 

c-A-nd - did i t-work~0r a-f'eYIM'ontns, yes. 

~ ~n the long run it made things much worse. · 

You only have to look at the .figures to see what was 
$"~\·1~ 

really happening. Under e;v~ Government since the 

War the average level of unemployment has been higher 

\µ\M 
/than the one 
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CAPTION B 

Inflation 

~ 
thanlthe one 

able to stop 

before. t And we've not yet been 

that trend. 

~ 1'he link between Government spending and 

borrowing and unemployment is inflation. 

In the short run perhaps, it can create a few 

5 

jobs. But in the long run it ends up destroying 

many more{ 

'8T-tf 
And you can see that inflation (to~/has gone up 

. . Sl.U.(.lA.h rv-.t 
step by step Under &v..e.J:-y Goverrunent:S 

Government sp~riding and borrowing, inflation, 

unemployment. They all go together. 

/That 's why we 
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LThat 1 s why we knew we had to control 

Government spending, and borrowing, and 

beat inflation if we were really to get 

unemployment coming down~/ 

~ we inherited plans for a huge increase 

in spending over the years ahead, Lwhich 

t he_ .c._ountry,..-Ge \:l-ldn ' b.e....gin t0-a-E-f-e-r~7 . 

6 

So we had to prune them drastically~- LiflO

som~t.imes, in the short term, pain-fu-1-ly d -

But all the time we've done all we can to 

look after the people who can't look after 

thernselv~s. 

Even after allowing for rising prices, we've 

been able to spend more, not less, than 

previous Governments on the Health Service. 

/More, not less 
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CAPTION C 

Inflation 

again 
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More, not less, on pensions. More , .. not less, 

on the unemployed and training young people -

helping them to find a job. 

But at the same time we have been getting 

the total of Government spending and borrowing 

under control. And the result is we're 

getting inflation under control as well. 

This Government will be the first for 25 years , 

to achieve an average inflation rate lower 

than the one before. Under the last LLabOUE/ 

Government prices went up on average by about 

15 per cent a year. We've got that average 

down to about 10 per cent . And in the last 

year we've got inflation down to 5 per cent. 

And ae:t:-:h1'5'-t-rower-i"'ITf-l--at-:i::e:tT;;-:<~w.er 
CM.~ cl_\.l\.l.)·V\ f·~ ~ 

interest rates •• wQllr. l_ W~ knew when __ w.e came 

/into off ice 
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CAPTION D 

8 

into office that Britain couldn't go on 

for ever living on borrowed time and 

borrowed money. 

& I 1 V~ s~ Goverrun~nt borrowing ~ad been 

rising dangerously for a long time~ I've 

checked and reduced it. 

That' ·s brought down the cos:t of what 

business and families borrow quite 

dramattcally. As a result the average 

couple, buying their first home, are paying 

about £40 less a month than a year ago. 

And it 1 s costi:r:ig companies hundreds of 

millions less to invest in tomorrow's 

jobs. 

But still unemployment is.much too high. 

/And there's only 
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And there 1 s only one long term way to 

deal with that. 

British industry has to make goods that 

can compete, to win orders around the 

world and in Britain too. And then take 

people on to meet those orders. That's 

how a real recovery has always worked. 

Better productivity, lower costs ,more 

sales. And in time, more jobs. For years 
~ 

in Britain we've been producingLless per 

man and woman than ~most ~ of our 

competitors;. Lin- fact we we ?;'e d0 i ng -s o 

badl;y_i.t.--was-a-±most an-i-nt e r?latlona H-~7 

Now that's all changed. 

/Between 1960 
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CAPTION E 

lh 
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Between 1960 and 1980 ~~7 our competitor 's 

productivity grew 4~-4 pe-r-G~nt.a y.ea~,_ ours 
- - ~ tc./I \'\ j 

on~y__g~ew~ ~ pe:t:-Gent ..::..t~ge-t..t..ing o:n r0T twice 

as fas t as ours /. But since 1980 / our 

productivity's improved three times as fast as 

theirs/ Ltheirs only-"r ose by-Y~ per cent a year 

but ours . rose by ··-no ress than -;l~ " per cent./ E?s-
0i,, J ~~ t»r)'l\ 01~ to{\·~ ~ N ~ L\. ft"J-.t. c.<"aw p~ 

a result, we ' re beginning to win back a larger 

share of the world trade. That's something the 

British people have achieved - not this Government. 

People like those who work at Jaguar, for exampl e, 

making almost three times as many cars per man 

this year as they did two years ago - and selling 

them. But we in the Government have been playing 

our part too. 

Resisting calls to go back to the old inflationary 

binge of more Goverrunent spending and borrowing. 

Cutting taxes when we can. And when we do, 

choosing the right priorities. 

/So I've 





CAPTION F 

NIS 
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So I've been cutting industry's costs, by cutting 

the tax on jobs that Labour introdpced, and then 

increased. I've cut that twice last year and 

once again today. And that will make it easier for 

f irrns to grow and provide the extra jobs we long to 

see. 

I've cut other taxes today to help business, 

particularly small businesses - the firms 

that'll grow into tomorrow's household names. 

I've introduced the Business Expansion Scheme -

with very generous tax relief s for investment in 

small and meditun-sized firms - old as well as 

new. 

Special cash grants for investment in small 

engineering firms. I've given another real 

boost to the new technologies which will create 

tomorrow's jobs. 

/Tax help 
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Tax help when firms give their workers a sh~re 

of the profits. And cash grants fpr people out 

of work who want to start a new business. 

L~Because we've made such good headway against 

inflation, the increases in duty on tobacco, 

drinks and petrol are the lowest they've been 

for a long time~/ 

I've found room too, to help those whom we all 

want to help. 

Pensioners, for example. Next November, pensions 

will go up again in line with inflation, and 

pensioners won't be losing any of that increase. 

Stnoe we were $lected, pensions will have gone up 

a good deal faster than prices. 

We've been able to give real help to families 

as well, particularly the l~w-paid. Because 

from next November child benefit is going up 

to £6.50 a week. It'll be worth more than ever 

before. 

/People who 





13 

People who are out of work will have the full 

value of their unemployment benefit restored. 

I've extended the special tax allowance for widows, 

which I introduced two years ago, so as· to give 

them r e al help not just in the year when their 

husband dies but in the next one too. 

I've introduced new me asures to help the disabled. 

And I'm proposing further assistance for the 

charities which do so much to care for those in 

need. 

One other big thing: lower income tax. That's 

good for people and good for business too. 

Over the last few years I've not been able to cut 

income tax as much as I should have liked. 

Industry had to come first. But this year I've 

been able to cut it quite a bit. 

/ Not by cutting 
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Not by cutting the rates, but by rais.ing the 

point at which people start paying income tax . . 
That's the best way to give most help to the low-

paid. More than a million low-paid workers 

who are paying tax now won 1 t pay income tax 

at all next year. 

We need to strengthen incentives in Britain at 

all levels. But particularly for those in the so-

called proverty and unemployment traps who all too 

often find that it just doesn't pay to work. By 

raising the starting potnt of tax, I'ye been 

able t o give them a new sense of hope. And I 1 ve 

started to put right a problem which has been 

grow~ng in Britain for 30 years or more . 

/ Every measure 
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Every measure in this Budget is designed 

to help the recovery which is now getting 

under way. And it is, you know. Slowly, 

but surely. 

There are more houses being built than a 

year ago: more goods being s o ld in the 

shops; more cars, more trucks being sold; 

and more of all these things being made in 

Britain. 

That means that as the world recovery gets 

going, Britain will be really well placed 

t6 ride the crest of the wave instead of 

being swamped by it, as we've always been 

before. 

Of course we Won't see unemployment come 

tumbling down overnight. That's a 

/problem the 
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problem the whole industrial world is 

going to have to cope with for quite a 

time to come. 

But there is a new mood of realism .and 

determination in the country . 

It shows up in fewer strikes,much lower 

price rises, . risi~g product_ivity, good 

export figures - almo~t everywhere you 

look. 

That's what we've been aiming for ever 

since we took .Over. It's the only 

policy for jobs which last. And it's 

the policy we're sticking to because we 

all know in our hearts its the only one 

which works. 

16 
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LEON BRITTAN (CHIEF SECRETARY TO '.11IIB TREASURY) 

GERALD KAUF.MAN (JABOUR ENVIRONMENT s roIIBSMAN) • 
WILLIAM ROGERS (SDP) 

INTERVIEWER : JOHN TUSA 

Transcrip t; from BBC? , Newsnipjht . 15 March 19n3. 

TUSA: . . . .. Ana I'm joined , now, by 3 p eopl e who will be at 

the centre of that exci tement both n ow , in the next 9 da:ys , and 

e~pecial ly on by-election nigh t: Leon Brit l;an, Chie f Secretar y 

to the Treasury; Gerald Kaufman f or Labour ; Bil l Hor;ers f or the SDP. 

Gerald Kaufman , you first . A Bude;et for Bri tain ' s continuing 

r ecovery , s ay s tb e Chancellor. Why do you bel i eve that's not 

the case? 

KAUFMAN: Because we haven't got a r euovery s o how can it h e 

cont inued . 
'.l.' 

his is a Budget tha t ' s bad for the unemplo;yed ; 

there is notl'.lin r; tha t wi ll substl:m tially tackle t he pr oblem of 

mass unempl oyment t hat t his Government has created. It 1 s a Budr,et 

that ' s bad for those in work wh o have to be earni ng a very gr ea t 

deal before t hey Ga in f rom th i s Budget, fakin ~ i nto account 

the i ncrea ses in National I nsuran ce con tributions ann t he i ncreases 

in rents an d cha.r ges : and t he wh ole Budget i ncome tax reduction 

doesn' t give back a quarter of the i ncrease in i ncome tax 

that t his Gover nment imposed since it; came i nto off ice . I t 1 s a 

Budget that' s bad f or inflation~ t hey admit tha t infl ation is 

going to go up again . It 's bad f or th e pensioners; they' re 

on ly go ine to e;e t a LJ-% increase t hough the 
\..I 

over:nmenL says 

i.nflation i s e;oine; t o r;o up ·by 6%. It' s bad f or families; only 

65P up on child benefi ts when it should have been up by £2 in 

our opi nion. Bad f or the construction i ndusL ry , as you've heard 

this eveni ng; t;be construction i ndust r y is sufferine; its worst 

crisi s s ince before th e f irst world war. Bad fo r home o'WJ1e:rs ; 
1 





£50 million should have b een used Lo help first time buyers no~ 

the people buyin~ the most expensive houae s on the hi 8hest incomes . 

TUSA: Can you just hold i t there because tb ere' 11 be a chance 

to say other things later. Bill Rogers, ,.just first of 

all, on this question of what relation it has to the overall 

s tate of tbe economy. How do you judge the Budget on that? 

ROGERS: Well it, won't make a great deal of difference and 

this , I think, is the great disappoin tment, "because , al thoueh it's 

a Conservat ive Gov ernment and I think it 1 s done a great· deal o.f 

harm to the country, I woald have prefC!rred u Budget 

which would get the country moving again - we want to see people 

back in work - and the plain fact of the matter is that, by the 

end of t his year, th ere will be more people out of work; prices 

will be risin(j faster than they' re rising now and, certainly, 

those few people who may fee l better off tbis evening will 

certainl:y not be feeling better off t hen. So I think ver;; 

disappointing, simply from the point of view of the country, 

not from a political point of view - we don't want to get a 

political advantage - i t cou ld have been b etter . I t was cautious , 

it was dull, 3 out of 10 I would say . 

TUSA: But certainly no s ign of recovery , wheth8r continuing or 

not? 

ROGERS: No, none n.t all. I mean , I think that is the great 

disappointment. Again we should ask people. We've had 4 years 

of Conservative Government and do they .feel better off - is tbe 

count r y better off - and the answer is that the country is not 

better off. Inflati:-~ n has fallen and I'm very glad about that - I 
u 

think this is tbe one achievement tbat the overnment has had - but 

it' s go ing to be rising again and, although the Chancellor, today , 

talked about a 6% rate of inflation by the end of the ;)'ar, many 
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people who are very wise in these matters think i t could well be 

7% or 8%. So what little benefit we've had will have beent. 

eroded by the end of 1983-

TBSA: Leon Brittan, could we start from this overall 

question of thP. recovery; wh:y you think the Budr;et will have 

some effect on recovery? 

CST: Yes . The overall position is that the economy is beginning 

to recover - the CBI's trends show th is, the figures for 

industrial production last month show this and the Budge t will 

help - i t will help by reducing costs and making it, therefore, 

easier for businesses to expand and to employ people, ir .:it comes 

to that. The cut in the National Insurance Burcharge is a ver.:1 

good example of exactly the way in which business costs are cut. 

The cut in the corporation tax of 2°/o for small businesses, is 

another example. It is also targeted to part icular areas 

where help is being given; the construction industry is one. Now 1 

as it happens, house-building, for example, is now rising 

there's no question about that. '1'his wili help house-building 

further, both throueh the increase in the rnortgaee interest relief 

ceiling but also through the money given for home improvements, 

for the enveloping scheme . There's assistru1ce for the new 

technology; the small eneineering firms investment scheme has 

been reopened. That is something of particular ass istance in the 

areas such as the west Midlands . Assistance to the oil industry 

to explore further fields and, of course, the main change from 

the busin ess start -up scheme to the business expansion scheme. 

All of those a.re going to help the recovery. But, where I 1 ve 

got to absolutely disagree with the other 2 speakers is that, 

if ;you a-re judginfJ it in terms of how much money are you throwing 

at the country? then, of course, the money is quite limited but 

3 





that is entirely in conformity with our view that you cannot 

solve problems - you cannot cure UD6l>loyment, passionately 

though one wants to do it - simply by spending and printing money, 

that will only lead to inflation rising . .r ,just want to make 

one point on inflation because that it is important , let's get a 

sense of perspective. Inflation has come down from ?2% to 5% 

and the Government is expecting it to e;o up to 6%. 

TUSA: And is that going to just be a temporary hitch and it 

will come down again? 

CST: ·.i.·here 1 s no doubt that 6% is something which then will be 

the precurser to further moves on inflation and that's the 

reality of the situation. 

TUSA: Gerald Kaufman, what about this pmint, as Leon 'Brittan 

says, you can't, as he says, throw money at things; you just 

have toa:reate the circumstances in which industry can flourish? 

KAUFMAN: You don't throw the money at industry. \.!hat you do 

is provide the money for proper industrial investment. You put 

money into the construction industry - not in these penny 

packets that Mr Brittan has been talking about.; - but you 

increase the money for buildins by very large amounts. Every 

£1 billion you add to the building industry no1 only builds a 

lot of homes, for example, but it creat e!; 120, OOO ,iobs. 

TUSA: What about other industries, though , besides construction; 

because, after all, Britain needs a new i ndustrial base or anf 

additional modern industrial base. Is there anything in the 

Budget - or anyt11ing in vonservative strategy - which indicates 

bow those new industries - and new jobs i:n those industries - will 

be created. CWl I hear why they think Lhere inn 1 t and then you 
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can say wh;;• there is . Ge.ro.ld Kaufman. 

KAUFMAN: There isn't a strater,y. What there is is a few penny •.. 
packets in which they are throwine; snall amounts of money at big 

probeems . Instead of settling down and s.aying, we have mas s 

unemployment - we have 3~ million unemployed when there were only 

just over 1 million when th is Government came to office, and we 

feel passionately about mass unemployment and we're c;oinr; 

to do somethinf; abou t; it - instead t hey say no. They say we're 

going to put unemployment up by another 300, 000 in this financiHl 

year. That's what they're going to do about unemployment. 

TUSA: Bill Roeers, as SDP Industry Spokesman? 

ROGERS: Well I think t his is exactly the picture and it's a very 

depressine; one indeed.. I would like to have seen the National 
,;;> 

Insurance urcbaree cut much more sharply - eot rid of entirel y - and 

t he cut of ~% ma;y be someth ing which is wort h seeing but it should 

have gone altogether. 

TUSA: But would that , in itself, have created new jobs in new 

industries? 

ROGERS: It would have creat ed some new jobs and, equally, if 

you cut VAT b;y ?.~% , sa;y, to 12J%, that would also have created 

some new jobs. But I have to say that I don 't think the Budget -

we can' t baame everything that isn't being done on the Bud~et 

because the Budget is ntrely the central framework for industrial 

pol icy as well . And what I regret is that if you put the indus 

t rial policy of the Gove rnment together with what Sir Geoffrey 

has said today, we 're st ill in a sit:uation ofmmue people out 

of work and no prospect at all of prices fallinB; on the 

contrary, prices rising more sharply by the end of 1983. 

TUSA: Leon Brittan. The lack of prospectn, as they say, for new 
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jobs in new industries? 

CST: Oh, the prospects are, in fact, not lacking, as has been 

suggested. Truce, for example, the construction industry on which 

so much has been focussed. I met the construction industry 

spokesmen - and I met them earlier in the year - and they all 

agreed that the most important thing was a fall in interest rates 

and we 1 ve seen a furthP-r f al 1 in interest rates today. 

That's really what will help them more than Government spend in r; 

schemes. Now the central difference between us is that we have 

heard from the Opposition spokesmen - both of them - wanting to 

spend more money and they say that it'll be beautifully targeted. 

Where is that money to come from? It can come in only 2 ways: 

either it is borrowed or it is tax. '1'o increase taxes ·does not 

seem to be to be a recipe for industrial recovery. To increase 

borrowing is bound to lead either to higher inflation or to higher 

interest rates and probably to both. 

TUSA: Well can I hear which of those 2 methods (or others) 

they would choose? 

Bill Rogers. 

ROGERS: ~his is not the cbmice at all. Additional borrowing 

which is essential in present circumstances - yes, indeed, it is 

essential - and the Government was so (or has been) so 

committed to keeping borrowing down, ever,ything was bound to go 

wrong. Now if ;you allow borrowing to increase somewhat - a £3 

billion reflation - and if you do something to keep prices Ullder 

control - I would say by a Prices and Incomes Policy but that's 

not something which was in the Budget (but by cutting VAT) - it 

can 1'e done. But the Goven:tment has become so rigid it is in a 

straight-jacket and that is really why it's done so much damage. 
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Good intentions, perhaps, but no understanding of how the economy 

really works. 

TUSA: Terald Kaufman. 

KAUFI1.AN: You can do it in 2 ways. The G~vernment is throwing 

money at unemployment by spending £17 billion in keeping people 

on the dole queues at tbe moment. That money ought to be spent 

on putting them to work. :i.: hat's one way we'd get the money. 

The othT way is by makin8 those on the highest incomes pay more. 

This Government reduced the upper level from 83% to to 60% in 

19?9. At that time they gave those 6% richest income tax earneners 

£1t billion (that would be more than £2 billion, probably 

£2t billion now now). If that were put back those people, who 

can well afford to pay, could help to pay for creating new jobs. 

TUSA: Leon Brittan can you deal with these 2 alternatives .. 

£3 billion extra borrowing from Bill Rogers and some 

extra taxation from. Gerald Kaufman? 

CST: Yes. The idea that extra borrowing can be made 

painless by a prices and incomes policy is something which 

was absolutely the ruination ...... . 

ROGERS: Not only by a pri.ces and incomes policy but also VAT. • ••• 

CST: of the Government of which Mr Rogers was a mer.iber.. Ttat 1 s 

exactly what it tried to do and it failed and the I1'1F had to come 

and bail it out. As for Gerald Kaufman's suggestions that all 

this can come, painlessly, from soaking the rich; it really is 

a myth, a social myth which bears no economic sense at all. 

/he idea that all you have to do is to soak the rich and the 

money is available to do all these marvelous and wonc~erful things 

is childish falnc;y. It is not the eco.nomics of reality, it is 

the economics of Cloud Cuckoo J.Jand. And indeed, even if the f ir.;ure 

that Gerald Kaufman mentions were available, the plans of his 
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Party - the extravagant plans which they put forward - are 

vastly greater than that and would involved ljuge 

increases in borrowing or taxation and there is no avoiding that. 

TUSA: Bill Rogers and Gerald Kaufman. w~uld yuu agree on one 

thing - may be on others but on this at least - that it's, by 

any stretch of the imaginff::ion, a raging, give-away t 

pre-election Budget, is it? 

KAUFFUtN: It's a very foolish Budget both from the country's 

point of view and from the Government's point of view. It's a 

Budget that will not get mass unemployment down - and I repeat, 

we are spending £17 billion and I1r Brittan can't argue with 

that -

TUSA: But it's not buying votes, though, is it? 

KAUFMAN: What it's trying to do is to have things every way 

and, as a result, it's having things no way. We are not 

helping those in work - they're not getting reasonable tax 

concessions in place of the huge tax increases they have had 

under this uovernment - and we're not helpine; the 3-t million 

unemployed. 

TUSA: Bill Rogers, very 'briefly, is this a pre-election Bude;et ••• ? 

ROGERS : A very disappointing Budget. I think totally consistent 

with what the Government has doue so ·far - they can certainly 

make that claim - but what the Government has done so far hast 

been disastrous for the country. 
0

o if they go into an election, 

I think they will get what Lhey deserve for tremendous failure 

in economic policy \·Jhichhas not been redeemed today. 

TUSA: Leon Brittan, ere you happ;y to defend? Would you be happy 

to go on the Hustings and •••••••••••• ? 

CST: I'd be vecy happy to go on tbe Hustine;s at any time on the 

strength of this Bud(r,et; and I note, with interest, that Gerald 
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Kaufman and Bill Rogers at least have had the honesty not to 

pretend that this is a Budget to buy votes. As for the taxation 

increase; the fact is that, by increasing allowances 2i times 

as much as was necessary to meet, simply, .the inflation figure; 

this has been a substantial reduction in taxation and 1~ million 

people will not be payins truces a B a result of this Budget, 

who would have been paying truces if nothing were done. 

TUSA: 
~ 

~ he voters will cast their verdicts, in due course, in 

Darlington, first, and elsewhere later. Leon Brittan, ~erald 

Kaufman, Bill Rogers; thank you very much. 
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A small point on the referenee to pensions. 

FROM: G W MONGER 
DATE: 15 March 1983 

cc R I G Allen 

2. It says that pensions will have gone up "a good deal" faster 

than prices. As yau.' know,.the figures since the Government came in 
are 75% and ?Cf>/o. I doubt myself if the difference between these 
figures justifies the words.· "a good deal". 

G W MONGER 
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