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I enclose some preliminary draft material. The first 

section describes in general terms the Government's policies 

thus far, setting them in their economic and political 

context . The second section is in question and answer 

form: giving answers to some of the more specific questions 

that are being raised in 1981 and using the opportunity 

to praise the Government's record in various fields . 

The important missing element in this draft is some 

indication of fresh policy developments for the second half 

of this Parliament. I think it is important that a mid-term 

report should - not only justify present policy and demonstrate 

tenacity of purpose; it should also show resourcefulness 

and imagina~ion in the further development of Conservative 

themes. No very detailed exposition would be needed . Material 

of this kind must express the Government's thinking and we 

have not attempted to draft it ourselves. 

Our timetable is ve~y tight, and I should be most grateful 

to have your comments by Thursday 9th July so that we can 

send an amended draft to the Prime Minister in the week 

beginning 13th July . 

y~ 

4 
Alan Howarth 

I 
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Preliminary TIraft 

The policies of this Conservati ire GoverYl.Jnent are dedicated to one end 

and one end only - to ensure a better long-term future for Britain, and 

for all her people. 

For too long the people of Britain have seemed to lack sound cause for 

optimism in their country's future. Far too of~en they have seen fine 

promises prove false ones. Far too often short-term improv ements hav e 

been succeeded by ever-worsening crises. The renewal of our country's 

fortunes has seemed always to lie beyond our capacity to achieve. 

The aim of Mrs Thatcher's Government is to break our spiral of decline. 

Thus the first two and a half years of this Parliament halj-e been the 

first years of what Conservatives believe can be a period in which Vo,Te 

must \,ivork to rebuild our prosperi ty, our trust in each other, and our 

self-confidence as a nation. 

That period will be a lengthy one. We have never pretended otherwise. 

The necessary change of attitudes and the successful treatment of our 

deep-seated problems is not something that will be accomplished by 

rhetorical speeches at Party conferences, or dramatic bursts of legis

lation, as some of our opponents seem to pretend. There is in truth a 

limit to what any Government can achieve of itself. It is not a shortage 

of Government action and Government interference from which Britain has 

suffered in recent times. Rather, Governments have interfered too much. 

Experience has 'shown that such interference has in the long run only 

usurped personal responsi bili ty a..11.d raised obstacles to personal enter

prise. All too frequently it has been in the pursuit of policies that 

have undermined the cohesion of society. The Conservative Party kno~iTs 

that the role of Government must be limi ted to what Governments Cllil. 



Mid-term Document - 2 -

achieve - securing the defence of the realm and Britain's interests 

abroad, reducing lawlessness and injustice, providing for the weak and 

the old, and establishing conditions favourable to the recreation of 

a prosperous and stable society. 

Ultimately our national recovery will be accomplished not through the 

declarations of Party or through more Government legislation, but 

through the efforts and enterprise of the millions of families and 

individuals who make up our nation. The purpose of political leadership 

is to show them the path of success, and to inspire confidence in all 

the people of this country that their individual efforts are worthwhile, 

and, together, are capable of achieving the renewal of our nation. 

2. Fundamental Problems inherited 

In May 1979 the Conservative Party won an overwhelming election victory. 

At that moment the mass of the British people demonstrated that they 

wanted new policies to be tried, and, as so often at difficult times 

in the past, they put their fai th in the Conservative Party, Vlrhich pro

mised to help them to identify and attack our fundamental problems, not 

to obscure and evade them. In the "winter of discontent" of 1978-79, 

one of the ugliest episodes in Britain's recent history, many of those 

problems, so long -obscured and evaded, had erupted cruelly to the surface 

Self-interest and sectional interest threatened to drown all humanity 

and fellow-feeling; the reckless use of organised power to achieve 

higher wages, irrespective of work performed, threatened to make Britai n' 

economy unworkable. 

By 1979, bi tter experience had proved that the policy, Tf.rhich other Partie 

still offer as an 'alternative' today, the expansion of public sp~nding, 

could not succeed. It only stored up more problems, in terms of 
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inflation and unemployment, in successive phases of economic deterioration 

Most post-war Governments acted on the assumption that they could 

create prosperity, jobs, or social well-being by such increases in public 

expenditure. Their objectives were laudable - to improve the levels 

of welfare provision and to approach as nearly as possible to full 

employment. But the means chosen were self-defeating, progressi -ely 

destructive of prosperity and thus of the welfare and the jobs that 

only well-founded prosperity can create and sustain. 

Over the last twenty years, Governmental ambitions, and,indeed,the 

demands made of Governments outstripped the country's capacity to 

produce. Under this pressure to provide more and more lavishly, Govern

ments responded by impOSing unacceptably heavy taxation on individuals, 

and on the private sector companies which are the real wealth-creators 

in any free society. Alternatively, they borrowed more and more heavily, 

driving up interest rates and depressing the private sector of industry. 

Otherwise,they resorted to debasing the currency by printing more money 

to match the demand for it. Such policies, as even the most cursory 

glance at the record will confirm, produced an inflation and an unemploy

ment which peaked ever more highly ~Qth the passing of each economic 

cycle. 

Under these inflationary pressures, successive Governments acted to 

impose sudden curbs on public expenditure, or attempted, by voluntary 

or statutory income and price controls, to limit the rising costs of 

production. In a few years Britain experienced a bewildering succession 

of shifts in policy. 

Through all these variations in policy, based as they were on a shared 

conception of how the economy could be managed, the difficulties that 
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Government intervention brought for private industry accumulated. 

Britain's productive performance relative to that of her rivals steadi ly 

declined. The competitive power of ' British· industry 2nd commerce was 

eroded. 

We still live with the consequences of this. The combined pressure on 

British industry of excessive wage claims, low productivity, and Govern~' 

ment taxation and controls has left little profit in haAd over the 

years for investment in the maintenance and the modernisation of plant. 

Union restrictive practices, encouraged by the legislation of Labour 

Governments as the price for temporary phases of wage restraint, were 

maintained, not dismantled, when that wage restraint gave way time 

after time to wage explosion. Industry and commerce have suffered a 

mass of bureaucratic interference from price and dividend controls, 

a constantly changing tax structure, a mass of form-filling, and 

legislation designed to protect employees, almost regardless of their 

performance. Inevitably, managers haye played for safety rather than 

search for new opportunities. Over-manning (concealed unemployment) 

has been encouraged and labour discour?ged from moving to places where 

it is needed. All these problems have fed on each other. Where indus

tries have fallen behind their overseas competitors, they have become 

more and more dependent on Government interference to support them and 

protect them from the consequences of their decline, and less and less 

capable, once wage demands have been satisfied, of producing the type 

of profits which can made for effective investment in the future. 

British industry thus became less competitive; British goods more expen

sive. And as our products have priced themselves out of world markets 

mounting unemployment has been the consequence. 
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The Bri tish people realised in 1979 . t h2t these misguided policies had 

damaged our country. They sav'! that fresh policies were needed to restore 

our position in the world. The question is whether we have the persis-

tence and the will to carry through the accurate diagnosis of our problem 

into their successful treatment. 

3. The Conservative Approach 

We cannot hope to succeed by trying to recreate our economy in the 

shape it has traditionally taken. Times change. The economy, national 

and international, is constantly evolving. Demand for some goods 

declines. In their place, other new items, such as the electronic device : 

based on the microchip, come into demand, and require someone to produce 

them. A country's success, particularly the success of a trading 

country like ours, can only be based in the long-term of finding growing 

markets, not clinging to declining ones. That must be the task for 

Britain. And the task for a responsible British Government is to create 

the conditions in which that process may take place most effectively 

and most easily. 

In doing this, the first aim is to eliminate the fundamental problems 

which have pulled British industry down over the years. The principal 

element in the Party's strategy is thus to restore sound currency, the 

yardstick of economic reality, and to put an end to the progressive 

debasement of the currency. 

Inflation is a consuming evil. It affects particularly those on fized 

incomes, the elderly and the retired. It consumes people's savings, 

destroys their security, implants in them that constant fear of a 

decline in li viilg standards that drives them to seek the very large wage 

increases that impoverish_ their fellow-ci tizens and reduce the 
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competitiv eness of the firIIlE in which t hey work . It prev ents indust r y 

from planning ahead with any security, and thus illi~ibits the creat i on 

of new jobs as effec ~ ively as it destroys existing ones. No Conservativ e 

Government could be cont ent while inflation persi s ted as it has for so 

many years . For inflation is the enemy of economic or social stabili ty. 

There were those who argued when the Conservatives came to power that 

the defeat of inflation and a restoration of balance in the economy 

required a sudden and drastic remedy - a rapid wi thdravval of all subsi die ~ 

to public and private industry and all forms of special aid to regions 

in economic distress, a massive cut back in public spending to reduce 

as fast as possible the level of public borrowing, and legislation to 

make illegal all those union practices which hav e restricted producti iv'-i ty , 

Displaced workers, it was said, would then rapidly find their way 

into new and productive industrie s, capi tal would floVl.T rJl,There i t was 

required, and the economy, after a s,pasm of agony, would be restored 

to health. 

These arguments may have had their value. But they were rejected by the 

Shadow Cabinet long before the General Election took place . A policy 

Vlrhi ch represented so sharp a break wi th the practices of recent years 

would have meant unemployment on a scale far greater than that which has 

actually occurred and would have inflicted an unacceptable degree of 

suffering on those who, through illness or age, were unable to care for 

themselves . .t\.n economic shock of such magni t u de would hav e created 

strains and animosit i es in British socie t y t oo great to be endured . 

The Gov ernment has therefore dev eloped for the ~edium term a financial 

strategy vvhich has sought to find the middle ground betvveen such argtunent~ 

which, hovrev er logically based, lack poli tical sensi tivi ty, and the 
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arguments - carefully calculated politically, but discredited intell-

ectually and by experience - of those who still assert that an increase 

in public spending, yet another reflation, could produce a national 

recovery. All Conservatives are united in this practical middle groun . 

Our strategy is aimed to restore the· health of the private sec or in 

our economy by pruning back the expansion of the public sector, and to 

produce an improvement in Britain's economic performance, while mini-

mising the temporary social injuries that are the inevitable product 

of a period of radical transformation. 

As Conservatives we detest unemployment. We want to see an end to 

this scourge which has grown and grown in seriousness over the last 

twenty years. But the only way to do this in a lasting and effective 

ma..YJner is to restore competitiveness to British industry, and enc·ourage 

the growth of the new enterprise that will produce new jobs. It is a 

cr~el deception to say that unemployment could be reduced by ministerial 

fiat, or by the resumption of the old policies of increased public 

spending and borrowing that brought us to the condi tion in which we find 

ourselves. 

The Conservative Government will continue to pursue the economic strategy 

it has set forward. That means a refusal to finance inflation by permit-

ting a growth in the money supply that out:2trip the growth of production. 

It means a deliberate but gradual pruning of public spending programmes, 

to reduce the proportion of the national budget financed by public 

borrowing. It means encouraging the sort of realism and responsibility 

in pay -bargaining which is based on .the recogni tion that our industry 

can only become more competitive internationally, if pay domestically 

rises more slowly than it does abroad, or productivity rises more sharply. 
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Over a period of years the Government is attempting to increase incentive 

to personal effort at work through a progressive reducti'on' i n personal " 

taxation, and a shift of its burden from tax on income to tax on con

sumption. A staged programme of reforms in trade ~;_nion law has been 

begun, designed to redress the balance of bargaining power between 

unions and employers and to eliminate the worst trade union abuses of 

personal freedom. Finally" an orderly reduction is under way in the 

extent of direct State intervention in the economy, baSed on the 

pri nciple that the State should set out to do only such things as 

the private sector is incapable of doing. 

This is not a revolutionary economic programme. It is, however, distinct 

from anything that has been tried over recent years. No one pretends 

that this is a programme which ~~ll instantly achieve its goals, or 

that the necessary changes in the British economy will be made without 

pain andhardship. But, in this strategy, the Government has adopted 

a gradualist approach, addressing itself to removing the fundamental 

causes of economic weakness but doing so at a st 2ady pace which will 

always balance the imperatives of economic necessity agai nst the require

ments of political realism, social stability, and a concern to avoid 

personal suffering. 

The people of Britain are well aware of the difficulties that even this 

gradual approach has brought with it. Buttho..sedifficulties must be 

viewed in a long- term perspective . The importance of our ultimate aims 

and the commonsense of our basic methods are widely appreciated. The 

alternat i ve would, as we all knOVlr , be an i ntolerable fat e for a great 

country - a reversion to a steady descent to organised, state adminis

tered poverty. 
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4. The Present Position and the Next Steps 

r 
b 

It is not only the long-standing and fundamental nature of the problems 

which the Government is addressing that hav e meant that the country's 

apparent progress has not matched most popularexpectation2 over the 

last two and a half years; before the General Election no-one had 

realised how expensive to the country had been Labour's pre-Election 

relaxations of pay and spending controls. No-one had anticipated that 

our plans for recovery would hav e to be implemented against the backgrounc 

of the worst world recession for fifty years, aggravated by another 

massive rise in world oil prices. As well as the unemployment which 

has resulted from the overdue adaptation of our economy, the country 

has had to bear the unemployment which is the product of this world 

recession. 

Again, in this context, there have been those who argue that the Govern-

ment should have responded to the recession by giving up our pursuit 

of a basic and lasting cure to Britain's ills, and concentrated all 

our resources on trying to shield the country from the immediate impact 

of the fall in world demand. This would have been to revert to the old 

pattern of economic policy described above; it would also have been 

to ensure that, as the recession ended, Britain would have been hindered 

from taking advantage of the recovery by the crippling heritage of res-

trictive pra~tice and unsound money which has harmed us so much In the 

past. 

The Government ~~ll, therefore, hold to the strategy it has announced. 

But it has modified the manner and timing of its implementation in res-

ponse to changed world conditions, understanding that it is necessary 

to soften the social effects of its policies during the time of the . 
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recession.It has, therefore, not been prepared to abandon nationalised 

enterprises, like British Steel or British Leyland, for which its 

predecessors had made the Government responsible, and whose collapse 

would bring down hundreds of thousands of jobs in associated industries. 

But it has in keeping with its strategic objectives, made continuing 

support from the taxpayer dependent of rigorous plans for improving 

their efficiency. It has introduced managers of the highest quality 

to devise those plans. Nor has the Government been prepared at this 

time to make heavy cuts in welfare expenditure , but it has waged a 

vigorous campaign against waste in public adminstration, and it has in-

sisted that any excess expenditure shall be covered by extra taxation 

and alternative economies. The result of all this has inevitably been 

that the successes that the strategy has already produced in some areas 

have been balanced by disappointments in others. Taxation has not been 

cut as much as we hoped, nor has Government borrowing been substantially 

reduced. Unemployment has risen to a distressing degree. But inflation, 

on the other hand, has fallen sharply, and productivity, the key to 

Britain's industrial success in the future, has greatly improved in 

many sectors of industry. Furthermore, for small and growing enterprise, 

the Government has introduced a remarkable series of incentives and 

measures of assistance in the Enterprise Packages, announced by the 

~hancellor in his first two Budgets. 

~ver the next two and a half year, and into the next Parliament, the 

Government must build on the noundations that have been laid so far. 

This autumn a number of fresh initiatives point to the direction in which 

it intends to proceed~7 

( ..... we propose here to add a short section highlighti , two • '. 
of the main Go vernment announcements planned for the aut 
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A strong and United Nation 

The long-term economic weakness which has preoccupied this Government, the cure 

forWhich it is determined to find, in part results from a wider malaise in 

British society over recent decades. In part, too, it has contributed to the 

intensification of that malaise. 

At times, it must seem that the political debate is almost entirely centred 

on economic questions, whose technicalities lie beyond all but a handful of contend-

ing economists and whose resolution those economists - of i/rhatever schoo-1 - seem f8I 

from discovering. The Conservative Government has tried to show that these 

elusive economic imperatives - living within our means, honest money, restraint in 

wages, increasing productivity, greater co-operation between management and unions 

in industry - are not technicalities, but are vital prerequisites to the 

restoration of Britain's prosperity and a return to a high and stable level of 

employment in due course. 

But that its not the whole purpose of this Government. For, as Britain has 

become more impoverished economically, so too it has seemed to many people to have 

become impoverished morally. The truth of this is illustrated by the very economic 

objectives we have set our'3elves - ensuring greater industrial co-operation, an 

awareness of the real value of things, a wider sense of responsibility and of self-

restraint, willingness to work hard, and a readiness to be patient and to make 

sacrifices for our fellow-citizens and the country as a whole. These are virtues 

still admired and cultivated by millions of British people today. But, sadly, 

recent experience demonstrates that they are virtues which are no longe:r universally 

respected or understood. 

It is not only the selfishness and divisiveness which has crept into wage 

bargaining over the years that is questionable; nor only the speed with which some 

unions rush to resort to the strike weapon, or their willingness to force 
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individuals out of a livelihood through imposition of the closed shop _ Questions 

are be i ng asked about the state of our society which range f ar wider than our 

i ndus t rial problems . The decline of organised Christian religion, the alarming 

rise in recorded levels of crime,under-achievement and l ack of discipline i n 

schools, the aimless violence and vandalism practised by so marwY01m.g people, 

the evidence in many areas ofracial disharmony, the increasing use of street 

demonstrations as a substitute for reasoned political debate, the threat of 

deliberate disruption of the British way of l ife at home and from aborad - these 

and other problems have been a source of doubt and anxiety about whether the stability 

of ?ritish society can be secured in the future. Anchors that once seemed sure 

have been found to be dragging through swirling and uncertain social tides. 

There is no easy answer to these developments. Just as our economic recovery 

will depend on the individual contributions of millions of ordinary British 

peop l e, so too a halt to the perceived moral decline of the nation must 

ultimately be madeQr the people of Brtain themselves. The Conservative Party 

is convinced that our traditional national values, so long admired abroad, are 

worth restating and are worth protecting. There is nothing outdated or discreditable 

about love for one's country, loyalty to the Crown, respect for the law, the insis t ence 

on discipline within the family, the setting of high standards at work. But the 

people of Britain cannot stand back and expect these things to be achieved or 

imposed by Government alone . There is too great a readiness in our society to 

blame Government's inadequacy _ 

. ... /for, 



for all our weaknesses, and, at the same time, to look to 

governments for the swift answers that can never be forthcoming, as 

h is country's problems or its well-being we r e not were matters 

that could be i nfluenced by every indi ,,-idual. One of the most 

disturbing t endencies in an era of Socialist ascendancy has b een to 

replace ; self-reliance, and reliance on family and friends, with 

reliance on the State. 

Conservative gover:rll1lents have alvvays cared for the weak and the 

needy . This Government has improved the living standards of 

pensioners: it has shortened hospital waiting lists and made better 

provision for the health service. Special attention has b een given 

to the needs of the disabled. Careful thought and attention are 

being given to the problems of the unemployed, particularly of the 

young. 

Beyond these groups, for whom the 3.tate must alvvays take a 

responsibility, the Government wishes to see individuals once more 
having a greater say in, and a greater responsibility for,the 
manner in which they conduct their lives. That is why most Conservative 

social policies have been designed to encourage private initiative. 

Conservative legislation has for the first time given hundreds of 

thousands of council tenants the opportunity to buy their homes. 

This Conservative Government has don e more than any before to assist 

t h e wo r k of charities and of voluntary o.rgan isati ons. It ha s 

insisted on higher standards in schools and in teacher training 

colleges, and has given parents a greater say in,and more information 

about,how schools are run. It is developing plans to g i v e workers 

in some nationalised industries a real, not a nominal, stake in the 

ownership of thei r corporations, and i t is enconre,ging wider 

involvement, through share o~nership, by employees in the success of 

their f irms. 
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At work, provision has -been made to help "vith secret, not factory 

gate, ballots on union decisions, and individuals have been given a 

say in whether or not a closed sh op will be allowed. 

'-rhese sensible refor'"ills are the mark of a Government that has fai th 

in the quality of the people of Britain. Given the right economic and 

social frfuuework, there is no reason why our country should not again 

succeed. 'rhe Govern'TIent wishes to restore a sound currency, personal 

incentive to earn and invest for the family, and the stable economic 

climate which can stimulate industrial revival. 

Equally, however, it seeks a stable social framework. Great emphasis 

has been laid on the securing of Britain's defences against the threat 

of agression from abroad. ':rhe Goverrment -believes it a paramount duty 

to defend our democratic values. At home, no recent Goverr~lient has 

given sucD powerful support to the police and the other agencies which 

uphold the law in every part of the Kingdom. Crime, or the threat of 

crime, places intolerable pressure on the freedom of individuals to 

conduct their lives without hindrance. No Government could promise 
\ 

an end to law-breaking. B'tlt every Gover:-:-ment has the duty to e~i.courage 
~ 

respect for the rule of lavv, and ~o ensure that those v'lho brealc the 

law receive, in the interests of/ society at large, punishments adequate 

to their crimes, and training to render it less likely that their 

law-breaking will be repeated. Here, too, there can be no doubting 

the dedication of the Gov8Tn-rnent to the rene~iVal of our national vlell-

being. 
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The Alternatives 

There is no shortage of false prophets offering swift 

solutions. On the one hand, there are those in the centre 

who say, ignoring the clear evidence of our decline over 

the last two decades, that Britain shoul d continue as it 

had done in the recent past, living just a little bit beyond 

its means, putting up with moderate inflation and unemployment, 

enduring the occasional incomes freeze , and the odd , sudden 

surge or 'painless' cut in public spending, while cushioning 

an inevitable economic and political decline by meddling 

with our national institutions. The truth is sadly that 

it was precisely that policy of living beyond our means, 

our stop-go economics, and our deep-seated and slowly rising 

levels of inflation and unemployment that made our economic 

decline seem so inexorable. This Conservative Government 

is, for the first time in years, offering the people of 

Britain the opportunity to reverse that decline. The familiar 

and long-tried Liberal-Social Democratic policies .can only 

perpetuate the decline, and for that reason should no longer 

be acceptable to a nation that still has any aspiration to 

succeed. 

On the other hand, there is a new, Left-wing Labour 

alternativ e- new in its intensity and ferocity, rather 

than in its content. The proposals of the Left are for 

more state intervention, increased control of every person's 
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private life, enhanced power to the unions, political 

interference with the police, a defence policy which relies 

on the goodwill of our enemies, abolition of private choice 

in education, and in the treatment of the sick, together 

with the massive increases in public spending that can 

only mean a massive increase in inflation. Such a 

programme (irreversible as the leaders of the Left claim 

it must be) is so alien to the traditions of our country 

that only a loss of nerve could give it any appeal: the 

Labour Left is consciously seeking to exacerbate and 

exploit the doubts and fears born of prolonged national 

difficulty and our present large-scale unemployment. A 

nation cannot, however, succeed by despairing, by fleeing 

from reality, by seeking a panacea. The Labour Left 

offers a spurious 'solution', t'O the problem of unemployment; 

but that 'solution', which is in truth simply a resort to 

overmanning and unde~mployment on a scale so far seen only in the 

economies of Eastern Europe, could be chosen only at the cost of 

a dramatic and permanent drop in living standards in this country 

and a change in the nature of our society so radical that many 

of our traditions, and many of the freedoms which are now readily 

taken for granted, would become but memories. 

The Conservative Party does not accept such a counsel of 

despair. What our country needs is not revolutionary change, 

but the confidence that we can recover our former strength and 
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our former cohesion as a nation. That recovery, given 

the long period over which our fortunes have declined, is not 

something - as we have repeatedly emphasised - that can be 

accomplished in the twinkling of an eye. Many difficult 

years lie ahead of us. But working with our allies in 

Europe and overseas, working always together as a people, 

rather than against each other, and drawing on the rich 

resources of expertise, tolerance, and resilience in our 

national character, we shall succeed once more. 

The abiding Conservative vision can still be realised 

of a prosperous and caring society in which the rule of law 

prevails, in which there will be the widest possible diffusion 

of property and opportunity, in which the State will con-

centrate on those functions for which it properly exists, 

and will entrust to its citizens the duty of conducting their 

own lives responsibly, and of respecting and understanding 

the concerns and aspirations of all their fellow-citizens. 

It is against that vision that we would wish as a 

Party to be judged. We do not, like our opponents, claim 

that it is possible to create a perfect society. In the 

imperfect world of mankind such a thing would be impossible. 

But what we do undertake is that now, and over the next 

two and a half years, and, with the support of the British 

people, into the next Parliament and beyond, t~e Conservative 

Party will strive to preserve what is good in our ~ay of life 

and to build on that firm foundation policies which will 
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bring real and lasting benefits to the whole of our 

nation. We must be sober in our expectations, particularly 

during the period in which so many of our resources are 

directed to reversing our decline and not yet to building 

the greater prosperity of the future. But if all of us 

have . the courage and the determination to stay on the road 

on which we have started we can look forward to increasing 

evidence of the economic, and the moral, revival of 

our nation, which so long as it remains true to its 

traditions and its national values can surely be great 

once more. 



' ~ l . If the Government is, really tackling inflation , ,r,:hy are prices still 

. -Lng so fast? 

(1) VVh i1e Labour were still in of£:ice in ! 1979, inf12tion vva ::: already 

more t h an 10 per cent and was ri 2ing rapidly. Whc,t v" as more , a number 

of p r ice inc rea2es had b een deliberately deferred until after the Election . 

All thc,t Labour had gained under the direction of the IMF was lost once 

more a~ they tried to ::::pend their way tov,Tards electoral snccess in May 

1979. And as Labour's attempts to control pay and prices predictably 

collapsed in the face of union opposition, it was inevitable that a 

rene v'ed su rge in prices would follow. 

(2) Inflation peaked at 21 . 9 per cent in M2Y 1980; about 4 per cent 

of that was the :::hort-term effect of reducing taxes on income and shifting 

to taxes on spending in the Government's first Budget, but the rest was 

largely Labour's legacy. Since May 1980, inflation ha::: been reduced 

sharply, as sound monetary policies have started to hav~ a favourable ' 

Yet the present rate (*12* per cent) is still not low enough. 

At that rate prices double in six years. While our rate of inflation 

remains higher than that of our industrial competitors, our economic 

diffi~~lties will .continue. Efforts to defeat inflation for good must 

continue, in order to create the conditions for prosperity and the birth 

of neV': firms and jobs. The Government is determined to bring public spen

ding and borrovYing under tighter control; to date, too much of the burden 

of fighting inflation has fallen on the private sector. 



.--



.,2" 
2 ((3) Wny hav e Nationalised industries' prices been r ising faster th8.J.l 

_.l.lflati on generally? 

(1 ) 
~ 

High prices in nationalised industries largely reflect the 

inefficiency ' of these organisations over the years. Many nationalised 

indu ~tries which supply goods to the public do not face competition in 

the market place; llild they cannot go bankrupt. That makes it very diffi-

cult to lmpos.e upon them the sort of discipline which companies in the 

pri i.:-ate sector face. The Go"·: ernment is intent upon returning some of the 

nationalised industries to the private sector and is introducing competi-

tion in other cases. Cash limit~ are being used to promote increased 

efficiency, and the Monopolies 8nd Mergers Commission provides another 

tool for protecting the consumer . But these bureaucratic: controls are 

inevitably less effective than the stimulus of competition in the market 

place in p.romoting efficiency. That is why it is a ' long-term objecti-ve 

to introduce privatisation ~~erever appropriate. 

(2) To the extent that rising costs are not absorbed by increased 

efficiency, they have to be absorbed by increased subsi~~ increase~ 

borrowing, as part of the total public sector borrowing, or increased 

prices. . l'he last i :s the "least bad" of the three; the other two add to 

]ublic spending, .and · work through to produce higher taxes, higher interest 

rates and/or higher inflation. But all three of these effects damage the 

private sector. 

2 (b) But, v.7hy, when Britain is self-sufficient In energy , have energy 

prices been rising so fast? 

(3) The world price of oil has more than doubled, in sterling terms, 

since 1979. The price of North Sea oil has to follow the world price 

becauEe if it did not there would be soaring demand for ~elatively cheap 
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UK oil which \lITould rapidly deplete our reserves. Much of this che, J il 

v:ould be res.old at world prices, . and others would take the profit forgone 

by the producer and UK ExcheCiuer. FiYJ.ally, exploration for new North 

Sea oil would slow down through lack of incentive. 

(4) The gas industry as a whole already makes profi t2 which adeCiuateJ 

cover its costs and its investment needs. However, this is not true of 

the domestic side of the business, which b ~ rely breaks even. Because 

domestic consumers nonnally have statutory right of supply and ha-\~e been 
attracted by the cheapness of gas, hard-pressed industry has, in many 
cases, been unable to negotiate supply contracts. In order to correct 

this imbalance and to restore domestic gas to profitability, the British 

Gas Corporetion has agreed that, over three years, the domestic price 

should rise 10 per cent faster than inflation. Many industrial users 

would like to see the domestic price rise even faster, b·ut the Government 

has resisted this pressure. Several billion pounds will be invested in 
., . 

the next fe~years to improve the gas supply ~ituation. 

(5) The price of electricity is going up simply because the cost of 

producing it is going up. Coal accounts for 70 per cent of the industry 

costs, and the coal industry is not able to operate profi tably, even V\rl th 

today's coal . prices. The Government will respond soon to the Monopolies 

and Mergers Commission report on the efficiency of the electricity suppl 

industry. 

. . .. -. " --.- ." "" _ ....... ----_ ..... -: .... --_ ... _ ....... --::-_ ... _---. _ ....... -...... _ ... ... ... .. --- -_ .. -- ... ..... _ ...... ...... .. .. 
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3. Ea:sn ~ ~t . the Government r failed in its Dubl l c sDendinE Dolic~es, .. ..,." .f 

cutting' too' Ii ttle' and too l ate . to be consistent with its economic 

o b l e c ti ve's? 

(I) Public expenditure this year will be £5 billion less than had 

been planned by the last Government. That represents a saving of Xp. 

in the pound on the basic rate of income tax that people would have 

had to pay had Lc?-~~ur .remained in power. It is, however, true that, 

mainly becal.Jse of _.the exceptiQnal sev"eri ty of the recesf'ion, public 

spending will be higher than the Gov:ern.lIlent had originally ?-~oped. .In 

order to get back on target by 1983-4, further tight controls ha--;:e to 

be imposed in the present financial year. 

(2) About half of public expendit~re is directly under the contr?l 

of Government department's, and this spending has been largely kept , 

on tar' get. Howe v e r, the rei s an e 1 e men tin ex pen d i t UT e, \.J r.. 2. c h 

iricludes unemployment and other welfare benefits as · well as snscial 

employment m~asurest which depen& on th~ number of claimants. It is 

spending here that has been higher than expected becauE'e ,of the recession_ 

A, quarter of public expenditure is accounted for by the nationalised 

indu.s.trie.s, and again the recession has had its effect·, Depressed 

trading has put 'strains on nationalised industry fiI?-ance. Finally, 

another quarter of public expenditure is under the direct control of 

local authorities, where the Government is trying hard to impose 

discipline and control on spending. 

(3) After the 1976 round of cuts in public spending, forced on the 

Labour Government by the IMF, capital investment was slashed by a 

quarter (1977-8 as comp~red with 1975-6) while cur~ent expenditure 

went on as planned. Under this Government, capital invest~ent by 

central Government and by nationalised industries is increasi~g in 

real terms. Capital investment by local authorities is fall~~g, but 

this is largely justified by changing circumstances. For exa~ple, 
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school rolls are falling, and we currently have almost 1,000,00( i.rplu~ 

school places. Similarly, the number of dwellings in the UK housing 

stock exceeds the number of households by about 1,000,000. In such 

circumstances, elearly it is more appropriate to renovate old proper

ties than to undertake e ~ _pensive new housing programmes. 

(4) Public sector pay accounts for 30 per cent of General 

Governmeni expenditure. The Clegg Commission and other comparability 

exercises caused this item of expenditure to grow very rapidly in the 

last tV'70 years, following the collapse of the last Government's formal 

incomes policy. This pressure, inherited from Labour, is nov': coming 

to an end, and the Government is standing very firmly by the decision 

to keep this and future years' public sector pay settlements within 

the limit of what the nation can afford. The Civil-Service has been 

reduced by over 42,000 since the Government took offi:ce, and will, by 

--1984, be - smaller in si ze than at any time sinc e the war-o 



4 \~rny have such huge sums been giv en out to t h e nationalised 

indu s t ries? 

(1) The Conservative Party -do~~ _ beli ev e in nationalisati on. 

The dogmatic insistence of the Labour Party on even more nationalisation 

despite the abundant evidence of its inefficiency, has meant that the 

Bri ti sh people are saddled with a huge public sector. The nationalised 

industries as a vvhole are making substantial losses, which ultimately 

f8.11 on the taxpayer. Most nationalised industrie s ,in their present 

financial condi tion, could not be sold. It is hoped, however, that they 

may be brought into a condi tion vl.rhere increasing private sector invol-

~ement will be possible. 

(2) Recognising that. to deprive' them of resources. would be to 

destroy any pro .~pect of viabili ty, the government has provided substan
tial 

sums for th~ publicly-owned industries. Because of the depth of the 

recession and the strength of sterling, these industries, particularly 

· those,like the British Steel Corporation-and British Leyland,which 

face' international competi tion, have seen their losses increase.' The 

taxpayer as owner cannot escape the burdensome responsibility which 

ovvnership brings . . Liquidation of BL or of Bri tish Steel. would have 

been foo costly and too traumatic to be contemplated as a realis·tic 

poli tical possibility. Such a policy vlould have put under immediate 

threat a large number of jobs in firms which supply the industries 

concerned, far more in total than those jobs which have been lost as 

part of the slimming down of these organisations. 

(3) Taxpayers' money has not however, been indiscriminately pO"L:.red 

out to subsidise the persistence of overmanning, inefficiency, and 

centrally mis-directed investment, as was too often the case under 

Labour Governments. Rather, funds are being paid ove~ both to de-man 

\ 

\ 
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(because overmanning thre8,tens the loss of all the jobs in an U.l.ll.;.om

peti ti ve industry), and to bring the-' corpo'rati:ons nea~er to profi t

ability through wisely chosen new investment. As part of the drive 

for efficiency a number of corporations, notably BL and British Steel, 

have had to slim dOVVYl their workforce. Where new money for investment 

has bee~ provided, it has been done under conditions laid down in 

corporate plans closely scrutinised by Government. . Top class manage

ment has been recruited, and has been given the financial means to 

overcome the immense inherited problems in their industries. 



{<'" 
Why ha~ the total burden of taxati on increased despi te the Goverrl~l 

ment 's intent i on to reduc e it? 

(1) Ou r ov erriding c ormni tment is the defeat of inflation 

me8n'::; that we cannot continue financing government spending by 'printini 

money. So t2.=,~e ::; cs-nnot be cut unti l spending is brought into line 

\vi th rev enue s. 

The Gov ernrnent' s i!li ti 81 problem v,:a s reining back the expanding spendini 

p18n~ which the last Government had built into almost ev ery gov ernment 

programm e . Had the Go vernment allowed the exist ing sp.ending plans to 

go a.."h.ead unchecked, taxe s would have h ad to be increased by the equivalen' 

of 8p in the £. 

(2) Having first cut bac.k Labou r's plans for growth in public 

spending, the Go ve rnmen t has since made substantial and genuine cuts 

in those areas where it has discretion. However, as .a result of the 

. recession these gains have been for the time being partly offset by 

unavoidable net increases in spending, arising from the need to support 

more unemployed out of reduced tax revenues.. At the 'same time, Govern-

ment has had to. finance the increases in spending resulting from our 

own Manifesto commi tments: defence, law and order, pensi.ons and hBal the 

It would be quite dishonest to suggest that these necessary expenditure 

can be financed. out of thin air as our opponents pretend; the taxpayer 

h8S to pay the cost. 

(3) Future tax cuts will depend crucially on our ability further 

to cut those areas of public spending which are least necessary or 

where cuts can be transferred to private provi~ion. 





,6 
I SD' t the Gover~ent' S Mone t aY'2-sm 2.Yl alien doctrine restin£ on 

. a ~ubious theory? 

( .., ') 
..L J No . The Gov eY'J:'1.Inent's policy rests on the simple truth that the 

val~e of money ultimately depends on the su pply of money. Just as a glut 

0: apples causes the price of apples to fall so a glut of money C2.".1SeS 

a Q~OP in the value of money. 

m"h l"" ~ l" . 1 ' .." . d ~ G L .... e supp_y or !!laney InUS L u_ ·Ll .. rna~e_y oe Qe~e:rmlne oy eve:::y ov err. 

ment. All Go v eIT1.JIlents reQuire the B2.1'...k of En2'la."1d to create new bW_L( 
~ ~ 

deposits ( either to fins~ce Government spending in excess of t~x ~Dd 

borrowing or for ' the banks to lend on t o the publi c) . 

(3) Naturally there are" m2-Dy tecll....nicali ties in these" economic pro-

cesses; our Labour opponents now use these difficult technical I!l2.tters 

to attack 'our policies, and to obscure the very Simple underlying trL;.th 
.' 

on Ylhich the Government's policy of 'honest money' is based. But Labour 

when in power, were forc ed (by the interventi on of the IMF when our econom;) 

was on the bri~~ of disaster) to recognise that the defeat of inflation 

require~ control of the money supply. Labour'S reductions In thB money 

supply in.1976 led to an improvement in the rate of inflation - until 

controls were re~axed in 2-D attempt to buy 2-Dother election victory 

throu&~ increases in public spending. 

. .. . . . - - -- -- - - . - -7--:-·,".-.--:: : : ---- -;-:-· · · - · 0- -- . .. _-- - - _.- .... -.. -- ..... -~-_ .... -. :" .--. ---;" :- . : --.-.-."- ' "' ' " 



6B Does the Govern~entls ~onet~rist policy · i~volve ' 

jeliber~tely cre~ting une~p16y~ent ? 

(1) No. The Govern.TIent is ~fota-lly ! co:n.11itted to 

restoring the highest sust 3.~~·~--l-evel of e~ploy~ent . 
. That is precisely why it is essenti~l to defeat inflation 1 

which is inco:npatible with full employ~ent-3.s the 

inexorable rise of inflation anj une:nploy~ent hand in 

hanj over the last two jecades has je:nonstrated. 

(2) Mrs Thatcher has :nade it clear that if there 

were ~ny way of curing the disease of une:nploy:nent over-

night we would adopt it. Unfortun3.tely there is none 

and it is the cruellest hypocrisy to pretend such an 

3.1ternative exists (without ~ny expl3.nation of why that 

~ltern~tive was not used to prevent unemploy:nent rising by 

one :nillion when Mr Foot was Minister for E~ploy:nent). 

(3) The truth is that jobs are all too easily destroyed 

by wages pricing people out of work. But recreating 

viable new jobs is 3. long h3.rj slog involving builjing 

up co:npetitive businesses 3.ble to expan1 into worli 

.TIarkets. 

(4) There are signs that business is ~ttaining ~ 

long overdue level of co~petitiveness and ~~ unprece

dented nu:nber of new businesses are being for:ned. 

~hes~ j~veldp:nents are the key to ridding our country of 

the scourge of une:nploy:nent. 



.emplo:vment hasn t t the Gov ernment laid UP grave social problems for 

the f uture? 

(1) , In this recession, as always, unemployment he.s fallen in a 

disproportionately harsh v"ay upon the young. Tho~gh most do eventually 

go on to full-time j obs or to fur ther education and training, a growing 

nl.lluber of y oung people have in recent yeaTS experienced a long B-Yld demoral-

ising search for their first job. This results in part fro~ their comp~-

rati ve lack of skills at _-a time when many skilled, older people are also 
~ 

on the job market. Even mo re damaging has been trade Qnion insistance 

that yOLh"1g people be paid the same wages as more experine'ced workers, 

. rates employers cannot afford. Trade Unions hav e also interv ened to 

restrict the number of apprenticeships offered, and have thus restricted 

opportunit ies for young people. Finally, an i n creasing number of married 

wom en are seeking Vvo2."k, whil e, the number of school leay ers has been 

particularly high in recent years as a result of the 1960's "baby boom". 

(2) The GovernIDent has recognised a special duty to ·the young jobless. 

This year 450,000 plac e s are being provided on the Youth Opportunities 

Programme (YOP) , an increase of 180,000 places (70 per cent') on the 

figure originally planned. The amount spent on YOP has risen from £209 

million in 1980-1 to £320 million in 1981-2. 

(3) Several other programmes of assistance ha-.~r e been developed. 

The Gov ernment is giving £20 million to Community Industry, run by the 

National Association ~f Youth Clubs,to provide temporary ~ork for 10,000 

youngsters this year. In addition, the new Community Enterprise Programme 

which is providing 30,000 temporary jobs at a cost of £93 million, is also 

admitting 18 Y2ar olds for the first time. 
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(4) In all, these schemes havertlade~_a major contribution to the 
- -._ .. ~ ". _. I 
~. 

alleviation of unemployment among young---people, an ~ '_, by involving emplqyel 

trade unions, voluntary organisations; educationalists and local authori

ties, ' t hey have provided a sound basis for a more general scheme of 

vocational preparation to enhance the employment prospects of yOQ~g peopl~ 

in the future. They are ' helping to carry us through until we -achieve 

the long term economic recovery to iJllhi ch all Conservative policies are 

directed. 



8 Should we not be inv esting North Sea oil revenues in st'rengthening i ~~ 
fI' 

i t2.in' s economy , particularly ey a -pj~o gr 8rrlJn e of publi c sector capi tal 

investment? 

(1) , The :North Sea Oil revenues are already being spent. But the 

size of thi s addition to total revenue must be kept in perspective. 

Total public expenditure in 1981-2 will be over £100 billion. North Sea 

Oil revenues will be £6 billion. That is half the revenue from VAT, or 

2 quarter of that from income tax, and less than the relief to private 

firms from Corporation Tax in respect of their inv estment and of stock 
. 

relief. Mor eover, like any other rev enues, those from the North Sea are 

not dedicated to particular purposes; nor can they be spent more than once, 

' as the Opposition parties so fondly seem to pretend. More spending on 

one project simply means less spending on some other. 

(2) There is no shortage of investment funds in Britain; rather there 

is a severe shortage of opportunities for profitable inv~stment. That 

is why the Gover~~ent is committed to help industry rebuild its profit-

abili ty. The burden of public spending must t.herefore be , reduced.', to 

release resources for the private sector. It should be recognised that 

without ~~int~ng money there is only a limited amount of capital available 

for investment. The 'public sector is in competi tion for .funds wi th the 

private sector, and it is our objective to achieve a relative strengthenine 

of the private sector. 

(3) A considerable programme of public sector capital investment is 

in fact taking place. The Government has been able to announce that funds 

will be made avail'able for some railway electrification but it 

is determined that this money shall not simply be used to pay higher 

wages to railway men. Investment In the n3.tionalised industries generally 

is increasing. The lead.ing areas of capital inv estment are tele(;ornmuni 

cations (£2 billion this year), gas supply (£4 billion, over fi v e years, 
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plus another £1-2 billion/much ofit . vriv~te money, to go into the 

North Sea gas gathering pipeline) ;- ' - a~~~l :( £800 million per year ). How-

ever, i t has to be remembered that, in the past deca~e, investment in the . . 

nationalised industries has scarcely ever earned even a small return. 

Paradoxically, there is less money available today for investment than 

might haye been possible because so much is having to be spent on 

repairing the consequences of over-investment (notably in steel) in the 

past. Investment, of itself, is not virtuous; what matters i .s to invest 

wisely, and well. 



9. How can the Government claim to have helped small buslnesses 

when bankruntcies and liouidations are at record levels? 

(I) It is hardly surprising in the midst of the worst recession 

th e UK : has experienced f~fifty years that there are so many 

Da~kruptcies and liquidaUions .. Business problems 
, . , , 
na ve Dee~ ~ aQe 

worse by a five-year period in which earnings have increased by 

over lOOper cent, whereas productivity has hardly moved upwards at 

all, and central and local Government expenditure have absorbed a 

growing proportion of our GNP. 

(2) What is encouraging is that ev en in these -

difficult times new company registrations are steadily increasing-

from 62,679 in 1978, to 65,076 in 1979, and 68,256 in 1980. They 

are running at double the level they were twenty years ago. A major 

reason for this has been the extent of Government assistance. 

(J) No previous Government has .displayed such an absolute commit~ 

ment to a vigorous, enterprising, and expanding small firms sector. 

Two successi~e .Budgets have contained Enterprise Packages for small 

firms; over 60 measures have been introduced in two years. These 

measures have covered employment protection, industrial premises, 

plann~ regulations, company law, finance, taxation, and business 

counselling. A Business Opportunities Programme is being mounted to 

draw attention to the changes made, and to encourage the launching 

of new firms and the expansion of existing enterprises. The Govern-

IDent is also making a serious attempt to change public attitudes 

and to lead more people to understand tbat it is th e innovation a~d 

the risk-taking of smaller businesses that more than anything else 

can create new wealth and the long-term, secure jobs that are so 

badly needed,if Britain is to achieve a str ong economic recovery. 
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(4) As inflation, interest rates, and the burden of taxation 

further brought dov-m, the small bU2iness sector will find _ itself wi th 

opportuni ties such as it hEys not seen for a generatiDn . 

• •• • • a •• • • • •• • •••• ••• • ••••• • • ••• • •• • • • ••• • • •••• •• •• • •• • • • • •• • • •• •• __ ••• • •• • • • • • • • • • •• • • • • • •• •• • •• • •• •• •••• - - • ••• • •• • •• • • • ••• • • . ... . . .. ... . . __ • •• • •••••• • • • • • • • •• • • •• • •• • • •• • •• • • • • • •••••••• • • • .. .. ... . . ...... . ... . .. .. ... .... ........ . .. . . .. 



10. Why has nothing effective been done to curb trade union 

power artd the ab0se of the ~~16~edshop? 

--------
(1) In fact, the Employment Act of 1980 made important 

changes in the law affecting trade unions, and all these 

changes were designed to reduce opportunities for the 

abuse of union power. .It has become unlawful for a worker 

to picket except at this own place of work or as an 

authorised representative of employees at the work place 

which is being picketed; legal restrictions have been put 

on the right to engage in sympathetic strikes or "blacking"; 

_public funds have been made available for secret ballots 

.at union elections or on other occasions when a union has 

po licy decisions to make; closed shop agreements will in 

future be unlawful unless approved by 80% of the workers 

concerned; workers who are dismissed for refusing to join 

a closed shop are now entitled to compensation as are 

workers who are sacked for declining to join a union on 

grounds of deeply held personal conviction. What is more, 

in cases of unfair dismissal arising from closed shop 

agre ements, unions have to pay their share of the compensation. 

(2 ) Taken as a whole t the Act and its accompanying code 

set out quite clearly the Conservative view of how unions 

ought to behave. What remains to be seen, however, is the 

extent to which it will be possible to rely on voluntary 

co-operation from the unions, and whether the methods of 

enforcement provided (chiefly actions against individuals 

rather than unions) will be effective. 

(3) Last January, a Green Paper was published describing 

the alternatives faced by the Government in relation to 

possible future legislation on the subject, and both sides 

of industry and the public in general were invited to submit 

comments. 

(4) The Government has no doubt that, if Britain is as 

rapidly as possible to take advantage of recovery from the 



present recession and if new jobs are to .be created as 

quickly as we would all wish, practices must be very different 

from what they have been. The question is how far this 

change can be accomplished by the pressure of opinion and 

how far .it must depend upon a framework of law. The 

Government is now considering this question in t he light 

of the full debate that has taken place and has made .it 

clear that .it will not shrink from further legislation in 

the next Session of Parliament should the need for it be 

established. 



11 Would an i n comes po licy -play a u sefu l role in fightin~' inflation? 711 
41."."" I 

(1 ) The objections to an incomes policy are overwh elming. State 

intervention in pay bargaining has never v.lorked more than temporarily in 

the past. IncomeS policies are not used by other, more successful 

countri es. The im .. rninent introduction of a poli cy on incomes ' precipi ta tes 

a rU.2h for h igh pre - empti'le pay se tt lements; an.d when intervention ends, 

there is 2. rush to make up v\7hat has been foregone. During the tenn of 

the policy, differentials are eroded; the labour market i2 distorted; 

end the ma:...:(imulYl allowed increase becomes the 'going rate', whether or 

not 2pecific employers can afford it. The mo st powerful trade unions 

first demand a damagingly high price for initial acceptance of the policy, 

. 2....n.d, after a while, [)egin to use their industrial muscle to break through 

the policy, with resulting chaos . 

(2) There is no subs~. i tut e for intelligent and responsible recogl1i tior 

of the economic facts of life. If money wages increase by more than the 

money supply, output wil l fall and unemploymel~t wi ll rise. That is 

why those involved in pay bar€aining must accept their responsibility 

to keep the element of pay increases which is unearned by increased 

productivity below ~he rate 6f inflation. 

(3) The Goverilment obviously has a direct role to play in wage 

bargaining with its o\~ employees. These employees often have a high 

degree of job security; excessive wage rises for them price other 

people out of jobs. That is why the Gove rnment is so determined to keep 

public sector pay within the limit of What the' nation can afford. 





_~. Would not selective imDort co~trols give v~lnerable sectors of 

Bri tish industry a breathing sDace.?__ -'-. 
~-

(1 ) Few policies could be more damaging to Britain, a Dation 

that lives by trade, th~~ the widespread use of iF-port cont~ols in a 

new international trade war. All countries are permitted by internationa 

agreeInent to impose import controls in order to cOlllter lli"1.fair trading 

practices, such as du.rnping or to avert serious injury in carefully 

defined emergency cases. Britain has been no less forcefu~ th~D other 

countries in exercising these rights. 

For Britain to impose import controls on goods oeing traded 

fairly by our competitors would invite . retaliation against successful 

British exporters. Britain exports a higher proportion of production 

th~D all our major competitors, and would suffer 

the collapse of the open trading system. Import controls ag~~ nst develop-

lng countries would perpetuate their poverty sDd deny Britain major expor-

opportunities -in their eA~anding markets. 

(3 ) Import controls would be no more effective th~D subsidies to 

secu re t~e lo~g-term health of the ind~stries they would be designe~ to 

assis t . By protecting the most inefficient industries, while jeopardising 

the exports of successful ones, they would both reduce living standards 

and result in a net loss of jobs. Because they insule.te producers from 

the stimulus of competition import controls lead to higher prices and 

reduced choice for customers. Their use would thus slow doV\T1'l the process 

of continuous adaptRtion in response to char.l.ging v'i'orld conai tions which 

is necessary if Britain ·is to keep !:lhead. They '!:ould dimini sh the incen-

tive for indust~ies to deliver on time to customers at home ~"1.d soroad 

products which are competitive both in quality ~~d in price. 





13. Why does the Government want to make Bri t ain more 

dep~enderit on nuclear energy, despi'te the risks involved? 
---~-

(1) The Western world is dangerously over-dependent upon 

o il. The price of oil has risen hugely since 1973; its supply 

is often precarious. That is why all the industrialised 

nations are intent upon reducing dependence on oil through 

conservation of energy and greater use of other energy 

sources such as coal and nuclear power. 

(2) In Britain, our oil will last for a limited period only. 

Beyond that, coal (70 per cent of which is presently burned 

to generate electricity) will increasingly be required for 

li que:ication to meet our needs for oil, as .it will be for 

gas and petrochemical feedstock. Since nuclear fuel can 

only produce electricity :it makes sense for it to replace 

c o an to some extent in electricity generation. 

( 3 ) The British programme involves the ordering of one new 

nuclear power station in each year in thi decade from 1982. 

On t hat basis, almost a third of our electricity will be 

p r oduced by nuclear .stations by the end of the century. That 

i s : a ~ lower proportion than Japan, France and Germany plan 

f o r 1985; so the Government is hardly committed to a 'crash 

programme' as critics have claimed. 

( 4 ) Our major industrial competitors abroad are rapidly 

developing cheap nuclear power. If we do not have access to 

s imilarly cheap electricity, our industries will suffer a 

competitive disadvantage. 

( 5 ) Safety considerations will remain paramount. The 

industry will, under scrupulous monitoring from the Nuclear 

Installations Inspectorate, remain our cleanest, safest major 

industry. Britain was the first nation - develop commercial 

nuclear power; in over twenty years' experience there has 

been no single occasion on which a worker or member of the 

public has been killed or injured by harmful levels of 



radiation from a civil nuclear power .station. This is in 

sharp contrast to the sad record of dangerous accidents in 

our coal mines. 



14. Wontt Governmen t cuts mean lower .standards .in education? 

(1) No. Between 1979-80 and 1983-4 the number o f children 

wi ll fall by over one million. The r e wi ll thus be c lear 

room for economies in spending on educ a tion, without damaging 

standards. In a ny c a se, .standards in education depend not 

only on money but on such factors as quality of teaching, 

the adequacy of books and equipment and good co-operation 

between home and school. 

(2) The present pupil teacher ratio o f 18.8:1 is better than 

__ in any year under Labour. Governmen t plans will ensure that 

this trend to , smaller classes is .at least maintained. In 

t he autumn of 1980 there was an increase of 45 per cent, 

over the previous year, in the number of teachers enrolling 

for Post Graduate Certificate of Education courses in 

mathematics, physics and chemistry. This should ease the 

p resent worrying sho rtage of t eachers in maths and science. 

Higher .standards have been laid down for t hose applying to 

e nte r teacher training colleges. 

(4 ) The Education Act 1980 provides for greater parental 

i nvolvement in education by, for example, gi v ing parents a 

more effective choice of school and the right to sit on 

Boa rds of Governors. In addition~ the fact that schools 

wi l l have to publish more information, including examination 

re sults, will he~p parents to assess the relative merits of 

v a rious schools. 





15. What will Conservatives do to prevent further deterioration 

in - th~ _ ' N~ti6rt~lH~al th S~rvice? 

(1) One o f the major successes of the Conse r v a tive Governmen t 

has been to reverse t he decline of the National Health 

Service under Labour and to set it on the road to recovery. 

(2) The last Labour Government was disastrous for the Health 

Servic e. Capital expenditure was cut by one third in real 

te rms; 280 hospitals were closed or approve d for closure; 

hospital waiting lis ts rose b y a quar te r o f a million; 

patients suffered from the worst ever st rike action in early 

1979 when over one third of all hospitals were reduced to 

eme rgency admissions only. 

(3) Under the Conservatives the tide has .at last been turned. 

The resources going into the Health Servi ce hav e, as promised, 

been fully pro t ected. Expenditure is highe~ in real terms 

t han in any of the years of Labour Gove rnmen t. Capital 

expenditure will be raised in real te r ms by 1983-4. 1000 

ext ra doctors and dentists , as well as over 8000 extra nurses, 

have already been brought into the Health Service. 

Hospital waiting lists in England alone were dramatically 

reduced by _111,000 in the first eighteen months of the 

Conservative administration. One tier of administration in 

England (the Area Health Authorities) is being abolished, 

even tually producing an expected annual saving of £30m. 

Authority will be devolved nearer to the point where health 

care is delivered. 

The private medical sector has been successfully encouraged 

a nd this has helped to relieve the .strain on the National 

Hea lth Service. 

(4) The only puzzle is why anyone who believes in the National 

Health Service votes Labour when the Conservatives 

are clearly .its best friend. 





16. Why are retirement pensioners worse off under this 

Gove rnmen t? 

(1) They are not. Conservatives have fully protected 

r et irement pensions against inflation. In fact, pensions 

buy mo r e in real te rms t han in any year o f Labour government. 

(2) Under the Conservatives pensions have been raised 

as follows: 

Single 

Married 

£ per week 

Nov. 1978 

19.50 

31.20 

Nov 1979 

23.30 

37.30 

Nov 1980 

27.15 

43.45 

Nov 1981 

29.60 

47.35 

(3) This increase (of almost 52 per cent) is in excess of 

the expected rate o f price increases of 49 per cent in the 

t hree yea rs to November 1981. Conservatives are committed to 

maintain the value of pensions during t his Parliament. 

(4) Pensioners on low incomes (ie on supplementary benefits) 

are also being helped by the substantial increases in heating 

a dditions. In November 1981 the basic rate will go up from 

£1. 40 to £1.60 and the higher rate from £3.50 to £4.05 per 

week. 

(5) Finally, Conservatives have given top priority to bringing 

down the rate of inflation. No-one .stands to gain more 

fr om this than the elderly and retired. Inflation helps 

to destroy their hard-earned savings and makes those with 

small fixed pensions worse off. Inflation is the greatest 

enemy of the weak . 

.. ... ............... _ ............................ -------- . 





17. Conservatives believe in law and order; why, therefore, 

are crimes and violence on the increase? 

( 1 ) Conservative do believe in law and order. They believe 

i n a society in which there is respect for the au t hority of 

t he law, and for the persons and property of every member of 

the community. 

(2) The last ten years have seen a .steep rise in recorded 

crime, less serious over the last few years than in the mid 

seventies, but .still worrying. This trend is not something 

that can be reversed by legislative action alone. Erosion 

of traditional social standards, a weakening of family life, 

misguided educational policies have all played a part. 

Nevertheless~ the public is entitled to expect support from 

the Government for the agencies of law and order and action 

to widen the range of penalties available to the courts. 

( 3 ) This the Conservatives have provided. Police pay has 

been greatly improved; most forces have now been brought up 

to full strength. The bobby has been able to return to 

t he beat. Substantial resources are being devoted to providing 

mo re prison places. 

(4) Special measures have been taken to deal with young 

oI~ferd ers. The" short, sharp shock" experj.....,ment has been 

int roduced with success in detention centres; a substantial 

number of new .attendance centres have been opened. A White 

Paper which proposes reforms in the Children and Young Persons 

Act 1969 was published in 1980. This asserts that there is 

an important punitive as well as a treatment element in the 

s entencing of young offenders and will form the basis of 

leg islation in 1981-2. The growth of law-breaking among the 

young is something the Government is determined to reverse. 

"''"1' £,"" 
.t;.,.". ). 





18. Why hasn't more been done to bring down t he level of 

i~~ig~~ti6rt ~rtdpr~Veritratial· · tert~ion? 

(1) There has been a reduc tion in t he level of immigration. 

Settlement from the New Commonwea l th and Pakistan in 1980 was 

ove r 20% down on 1978 leve ls. I n March 1980 tighte r r u l e s 

governing entry into the UK were successfully carried through 

Parliament. 

(2) .Stricter control of immigration was promised in the 

Elec tion Manifes to as part of a p o licy to defuse racial tension. 

A new Nationality Act was also promised at that time. This 

-~le dge~ too, has been fulfilled . 

(3) The Government does not believe that racial discrimination 

can be eliminated by legislation. Good race relations 

depend ultimately on the willingness of millions of individuals 

in the various communities to work together and to respect 

each .other's way of life. The law should be used to punish 

flagrant and unfair discrimination, buti·t is no substitute 

f o r civilised and humane .attitudes. 

(4) Certain help has been provided for .ethnicminorities -

i n language training, in training for employment through 

t he various Youth Opportunities Programmes, and in relieving 

di sadvantage through Urban Aid schemes and t he money made 

av ai lable under the Local Government Act 1966 to help local 

authorities with substantial immigrant populations. Finally, 

t he abolition of the 'sus' law should help to reduce tension 

between minorities and the police. 

(5) Extremists who seek to exploit racial tension are, 

however, .still active. The .attitude of the Labour Party 

over the changes in tbe immigration rules and over the 

Nati onality Act, has tended irresponsibly to provoke unnecessary 

fear s among the .ethnic minorities despite the clear 

Conservative commitment to equal treatment for every individual 

under the law. 





19. Why has the Government all owed house building to fall to 

stich low levels? 

(1) Of the two housebuilding sectors ~ the public and the 

p ri v a t e - .i t is t h e public sec to r which is direc t l y affe ct ed 

b y the Government's decision to reduce expenditure on 

h ousebuilding. The level of housebuilding in t he private 

sector reflects a variety of factors including the level 

of activity in the economy generally and the extent of demand 

for new private housebuilding. 

(2) The reduced allocations to local authorities for capital 

-l n v estment in housing over the next few years reflect the 

need to reduce the massive burden of public expenditure at 

a time when the economy is not expanding. The last Labour 

Government, in fact, reduced capital e~penditure on housing 

while .it was in office by 41 per cent. As i t was, the crude 

surplus of dwellings over households was greater .at the end 

of 1980 than ever before. The number of dwellings that are 

unfit, or which lack basic ammenities, such as inside 

bathrooms, is dramatically less tha t ten years ago, but 

t he re is still substantial scope for making better use of our 

exi sting housing .stock in both the public and private sectors. 

(3 ) In these circumstances, The Government believes that 

the emphasis of public sector housing policy must be to meet 

pa rticular needs such as those of the elderly and handicapped, 

a nd to make better use of the existing housing .stock. Local 

a u t horities are being encouraged to reduce the number of 

emp ty dwellings to less than two per cent of their .stock. 

Every empty house means a loss of rent and rates; in 1979-80 

the loss of rent income alone amounted to £35m. Councils are 

also being urged to improve difficult-to-let properties, 

and the Government is ,subsidising improvements to houses less 

t han 30 years old. 

(4) The Government has also acted to encourage home ownership, 

giving council and new town tenants the right to buy, providing 



money for the improvement of properties for sale, supporting 

the homestea~ing schemes under which unimproved properties can 

be sold to willing buyers , and encouraging local authorities 

to give mortgage guarantees to building societies to .stimulate 

finance for house purchase. 

(5) The Conservative Party remains committed to .its extension 

of home ownership as part of . i ts. vision of a property-owning 

democracy. 



20. Are the Conservatives going to fulfil their pledge 

ulti~ately td abdli~hhdu~eh6Id~a~es? 

.~-

(1) The 1979 Conserv ative Election Manifesto made it clear 

t hat the reduction of the burden of d i r ect taxation would 

have priority over any fundamen t al reform of the rating 

system. However, in June 1981 the Secretary of State for 

t he Environment announced that the Government was considering 

."the extent of inequities in the way in which local revenue 

is raised through the rates", and was therefore proposing to 

issue a consultation document on the alternatives to domestic 

rates in autumn 1981. 

(2) Household rates have risen by an average of 20 per 

cent in 1981-2. By and large Labour councils are imposing 

higher rate increases than .neighbouring or similar councils 

controlled by Conservatives. 

(3) Large rate increases are not inevitable. The Chartered 

Inst itute of Public Finance and Accountancy has said that 

if local government as a whole had reduced spending this 

ye a r by 5Yz per cent to the level requested by the Government, 

rate increases would have been negligible, or non-existent, 

in most areas. Regrettably, some Labour councils have defied 

t he Government's call for economies, preferring to send out 

s upp lementary rate demands to their ratepayers. 

(4) The Government has promised firm action to keep total 

spending by local government down to what can properly be 

afforded by ratepayers. Local authorities were asked to 

review their spending plans to keep them in line with the 

Government's overall expenditure targets. Where over-spending 

is not reduced, the Government may ask Parliament to approve 

an appropriate reduction in the total amount of the Exchequer 

Ra te Support grant to local authorities. Local councils 

which achieve the necessary reductions will not suffer any 

loss of grant. Further measures are being considered to 

bring home to individual authorities and their electorates 



t he consequences of high-spending policies. 

(5) The Government has taken a number of .steps to protect 

ratepayers. Of these, small businesses have been particularly 

hard hit by excessive rate increases. The Local Government, 

Planning and Land Act 1980 helped small shopkeepers by 

extending domestic rate relief to most mixed business-domestic 

properties. This Act also gave small businesses the right, 

already available to domestic ratepayers, to pay their rates 

by instalment. ' In addition, local authorities, water 

authorities and .other bodies will be required to publish 

information regarding their performance and their use of 

manpower. The Secretary of .State for the Environment will 

specify the manner of .its publication. This is an important 

.step to help councillors and ratepayers form judgements about 

the performance of their authority in comparison with .others. 



21. In view o f t he hundred s of li ves and billions of pounds 

wasted on trying · to maintain Br"ltish rule ·iri No rthern 

Ireland, should we n6tnow P0-~tlt - of Ulster? 

( 1 ) Every democratic test of opinion in No rthern I reland 

shows that t he majority of its population wish to remain part 

o f the United Kingdom. The law of t he land .states that the 

existing constitutional position will continue unless the 

people of the province decide they wish to change it. All the 

main British parties are officially pledged to uphold t ha t 

position. 

(2) There can be little doubt that British withdrawal would 

lead to the outbreak of full-scale civil war in Northern 

Ire land. Britain could not hope to insulate .itself from 

such a catastrophe, and indeed has an absolute responsibility 

to con tinue to do all tha t . i t can to preven tit. 

(3) British wi t hdrawal would mean scrapping all our past 

p le dges to the law-abiding majority in the p r ovi nce, both 

Protestant and Catholic, in response to a terrorist campaign. 

Men of violence would be victorious, and democracy would be 

seen to have failed. As a result the scourge of international 

terrorism would increase. 

(4) The Government is seeking to create conditions in which 

all t he people of the province can live in peace, and exercise 

more responsibility over their own political affairs. The 

prosp ects for .stability will also be increased by further 

d eve lopment of the improved relations that have been established 

with the government of the Irish Republic. 

(5) A heavy cost is incurred in defending the democratic 

way of life in Northern Ireland. But about 60 per cent of .its 

public expendi-ture is financed by taxation raised in the 

province .itself. The balance is met by a subvention of just 

over one billion pounds a year from Great Britain. This 

figure needs to be kept in perspective:. the railway network 



receives a subsidy of much the same size annually. Furthermore 

in the hypothetical event of a British withdrawal from 

Northern Ireland~ the rest of the country could not escape 

a responsibility to continue providing substantial financial 

assistance for the reconstruction of the province. 

-- ... • ~.~-.. - - -- .--.--------



22 . Why are Conservatives opposed t o constitu t ional reform 

wh~n . itmight~ri~tit~ · th~ · bett~r go~~rri~ent~ridthe 

moderation ~nd contin'liitY -1I1:=-PUJicy whichar~so badly 

needed? 

( 1 ) Conservatives ·are not opposed to sensible measures of 

constitutional reform. This Conserv ative Government has 

introduced a significant change in the workings of Parliament, 

setting up specialist Select Committees which greatly 

.strengthen back benchers' scrutiny of Government departments. 

(2) It is a Conservative principle that there should not 

- be change for change's sake, especially when there appear to 

be substantial arguments against change. Ov er the years 

numbers of people, mainly in the Liberal and Labour Parties, 

have thought that Britain's economic problems might bB overcome 

by major constitutional changes ) such as the devolution of 

power to assemblies in Scotland and Wales, the changing of 

our electoral system, or the abolition or drastic reform of 

the House of Lords. The Conservatives s~e clearly that 

Bri tain's economic problems require absolute economic solutions. 

Con stitutional reforms could be no substitute for such measures. 

(3 ) Some constitutional changes might make our problems 

wo rse. For example, separate Scottish or Welsh parliaments 

would certainly increase .state spending and taxation in those 

are as. 

(4) There are a number of further objections to these 

suggested constitutional changes. For instance, devolution 

was not adopted by the people of Scotland and Wales when an 

opportunity was provided in referendums in 1979. 

(5) Proportional representation has a number of very serious 

drawbacks. As the experience of, for instance, .Italy 

demonstrates, .it would not guarantee any solution to economic 

problems. Some proportional representation systems would do 

away with single member constituencies and, with them, the 



much-valued link between the one elected MP and his constituents 

in all Parties. Another system would mean first and second 

class MPs. However t the main objection to proportional 

representation is that the decision over which party was 

to be the Government would no longer be taken directly by 

the voter but by bargaining among politicians after t he 

election. In certain cases, as has recently been seen abroad, 

this might leave the country for lengthy periods in the hands 

of a caretaker government. Alternatively, .it might, as in 

.other countries, lead to very frequent changes of Government. 

Coalitions would become inevitable, making for weakness, 

indecision and delay. 



23. How is the Government going to get a fair deal for 

B~itainf~o~ th~EuropeartC6m~uBity? Wo~ld . itnot now 

be better if we came6u t aifo-g-e...tber? 

(1) The Conserv ative Governmen t has secured a be tte r deal 

for Britain in Europe. The Labour Party, despite their much 

trumpeted "renegotiation" of Britain's membership terms, did 

nothing to reduce the accelera t ing British net contribution 

to the Community Budget. By contrast~ the Conservative 

Government has already achieved a substantial reduction of 

£1,570 million over two years in our net contribution . . It 

has also persuaded our partners to agree to a fundamental 

-~eview of the balance of expenditure on Community policies, 

so as to.strike a better balance between agricultural and 

non-agricultural spending. The European Commission has drafted 

propo sals on how this should be done, and also on how the 

Community can ensure that no Member State will in future have 

to pay an unfair amount into the Budget. 

(2) It would most certainly not be in t h€ interests of 

ei t her Britain or Europe for us to withdraw. Politically, .it 

would leave Britain isolated and would damage our influence 

in t he world. Britain shares many fundamen t al common interests 

with her Community partners. Acting with them, we can secure 

a much greater influence in world politics, and in 

inte rnational trade negotiations, than we could hope to have 

alone. 

(3) Withdrawal would have a devastating effect on our economy. 

There could be no conceivable advan tage for us to place in 

jeopardy our access to the Community which accounts for 43% 

of our total trade. Moreover it is unlikely that foreign 

firms which have made very substantial investments here (Britain 

has taken approaching . 50% of US and Japanese investment in 

the Community in recent years) would maintain their investments 

or expand their factories in the UK. This would mean the loss 

of thousands of jobs. 

(4) Much publicity is given to the tough negotiations between 



Member States. It is inevitable that there should be 

arguments, as every national government will promote .its own 

interests. The Conservative Government will certainly not 

neglect Britain's interests in Europe. Britain's interests 

are in Europe . In the present dangerous world conditions, 

. it is imperative that the European nations, which .stand for 

the preservation of democracy and freedom, should work 

together as a Community, not against each .other. 



.~ ~ 

24. Why reduce the .strength of the Royal Navy and our 

traditional armed~~f~ice~, - iri-6fd~r · to · s¢~ridso much 

on Trident missiles that can~yer be used except when 

civilisation is totally destroyed? 

(1) The Governmen t is pledged to increase spending on defence 

by 3 per cent per annum in real terms for .at least the next 

four years. This means that by 1985-6 defence spending 

should be 21 per cent higher than in the last year of the 

Labour Government. However, even with these increased financial 

resources, .it would not have been possible to fund adequa t ely our 

existing defence programme, particularly in the light of 

~ the very substantial incrase in equipment costs. 

(2) Acco~dingly~ the defence programme has been remodelled 

to take account of changing defence needs. In the case of 

the Navy, this involves some reduction in the number of surface 

s hi ps, but an increase in the number of submarines. One 

div isional headquarters will be withdrawn from Germany and t he 

s ize of the regular army will be slightly reduced, but the 

Te rritorial Army will be increased by 16,000. The Royal Air 

Fo rc e will be generally .strengthened , particularly as regards 

t he air defence of the United Kingdom. 

(3) The cost of the Trident missile programme - about £5,000 

mi l lion - will be spread over 15 years and will only absorb 

ab out 3 per cent of the defence budget over that period. Mr. 

Not t, Defence Secretary, has said: lilt is absolute nonsense 

to suggest that, if we did not have Trident in our programme, 

the kind of change that I have announced ... would not have 

been essential" (Hansard, 25th June 1981, col. 398). 

(4) The Government believes firmly that Trident provides the 

best means of deterring our enemies from .attacking us. As 

Mr. Nott has said: "Trident is not just a numerical addition 

to the nuclear deterrence of the United .States; .it involves 

a quite different multiplication of risk to a potential 

aggressor ... If one asks which will give more pause to an 

'». ," 



adversary contemplating aggression - Trident or an increase 

in our conventional forces ~ the answer is plain" (Hansard, 

19th May 1981, cols. 167-8). 

(5) To say that Trident missiles can never be used except 

when civilization is totally destroyed is to misunderstand 

the whole point of our nuclear defence .strategy. Britain, 

France and the United .States do not deploy nuclear weapons 

in order to use them, but rather to deter the Soviet Union 

from using .its nuclear weapons. 



25. Why has the Government cut our ov erseas aid programme, 

and ignored the recommenda tioris - of. the Brand tReport? 

(1) Britain's overseas aid programme is sizeable. The 

Governmen t is c ommitted to maintaining i t a t a s ubs t an t ial 

leve l in t he future. In 1981-2, for t he first time~ the 

programme will amount to over £1 billion; moreover, when 

contributions from the private sector are included it is likely 

to top £5 billion. Britain's performance compares well with that 

of .other countries; for example, in 1979, Britain's programme 

was the fifth largest among industrialised countries. The 

importance of the British private sector contribution can be 

-~auged from the fact that, when this is included~ the grand 

total of Britain's overseas aid was second only to that of 

the United .States. 

( 2) However, overseas aid, like .other spending programmes, 

i s subject to economic constraints. Some reductions have had 

to be made in plans for future spending. Unless a neal thy 

n ational economy is restored, Britain wil~ be in n o position 

to maintain an effective aid programme in future years, and 

to meet the UN targets to which we have in prinCiple committed 

ou rselves. Naturally~ the Government carefully scrutinises 

money spent to ensure .it is put to good use by assisted nations. 

(3) The Brandt Report has been welcomed by the Government. 

The Report raises broader issues than overseas aid. .It 

suggests a number of problems in the Third World which require 

urgent action; for instance, population growth, resource 

dev elopment and agricultural research. The Report also calls 

f o r extensive reforms to international institutions. In fact, 

the re have been many changes in recent years in the international 

p r o grammes designed to help the developing world, such as the 

decision to double the capital of the World Bank to $80 billion. 

Britain has played an important part in bringing about these 

changes and will continue to press for further reforms in the 

future. The Prime Minister's personal .attendance .at the 1981 

Mexico Summit Conference on North-South problems is clear 

evidence of Britain's concern. 
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MID-TERM REPORT .p 
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I attach, as yet largely unread, the bRD draf which Alan 

Howarth has asked me to comment on by ~~ night, 9 July. 

2. My initial impression is that the front end - I believe -- .... 
the work of Peter Utley in large measure - is too vague and 

general to be of much use. On the other hand the question t),.JL1 -- ! v') 

; nd answer format at the back seems much more promising. It I ~b~AL~~ 
would only be of limited use as a vehicle for propaganda about A~ntt 
new policy thinking. But it could be very helpful to guide 

the party in handling dispute about what we have done and why, 

and in getting a lot of useful facts on the record. 

J
3. May I suggest that ~he advisers prepare a draft l~~ 

I to Howarth for you to see by Wednesday night, in the light of 

, any comments you have have. If you want other Treasury Ministers 

to see it at this stage, my office can easily produce spares. 

--- ~ \ ~~Lt t(l 0 \J~t;) ,. 

v4\f 
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2~~ ~ ('( . tJ~ ADAM RIDLEY 
Qr-lOL 2 July 1981 

PS Alan Howarth's office is, ual, impossible to contact, 

who else has received this 

gone to No 10 and, perhaps, to 

so I have been unable to 

paper. I suspect it 

Mr Pym and/or one other members of ·the "liaison committee". 

CONFIDENTIAL' . 
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The Prime Minister has agreed Peter Thorneycroft·s sug.estion ~ . ( ~j 
that the Party should publish a Mid~Term Report, at th ~ 
time of the Conference in October. 

You will have received a letter from Alan Howarth, toget er with 
copies of the draft material which he enclosed, anQ I enc ose 
herewith a copy of my reply. 

The Report will consist of approximately two - thirds about 
achievements during the first 2~ years and of approximate! 
one-third about our goals for the remaining 2~ years of 
this Parliament and beyond. 

Alan Howarth and Research Department can deal with the 
first two-thirds, but he needs Ministerial input for that 
part of the document which deals with the future. That 
part will also need to look forward to the kind of Manifesto 
which we will have at the next Election. 

The Prime Minister would be grateful if you, Nigel Lawson 
and Norman Tebbit could constitute an informal group with 
responsibility, in conjunction with Alan Howarth for cucing 
that part of the mid-term report which relatee our tas 
during the remaining 2~ years of this Parliame ' and beyond. 

The Prime Minister herself will, of course, 
Report, before it is published in October. 

copy of this letter and of the enclosure to 

Ian Gow 

The Rt. Hon. Sir Geoffrey Howe, QC, MP. 

cc: The Rt. Hon. Lord Thorneycroft, CH. 
The Rt. Hon. Nigel Lawson, MP. 
Norman Tebbit, Esq., M.P. 

D. Wolfson, Esq. 
John Hoskyns, Esq. 

would like to QO 



Conservative Research Department 
i ' 

32 Smith Square Wesrminster SWIP 3HH Telephone 01-2229511 

Ian Gow Esq, , Director: ALAN HOWARTH 

10 Downing street, 
London S.W. I . 

2nd July, 1981 

MID-TERM REPORT 

I enclose some preliminary draft material. The first 

section describes in general terms the Government's policies 

thus far, setting them in their economic and political 

context. The second section is in question and an~wer 

form, giving answers to some of the more specific questions 

that are being raised in 1981 and using the opportunity 

to praise the Government's record in .various fields. -

The important missing element in this draft is some 

indication of fresh policy developments for the second half 

of this Parliament. I think . it is important that a mid-term 

report should not only justify present policy and demonstrate 

tenacity of purpose; it should also show resourcefulness 

and imagination in the further development of Conservative 

themes. No very detailed exposition would be needed. Material 

of this kind must express the Government's thinking and we 

have not attempted to draft it ourselves . 

Our timetable is very tight, and I should be most grateful 

to have your comments by Thursday 9th July so that we can 

send an amended draft to the Prime Minister in the week 

beginning 13th July. 

Alan Howarth 

• 

I 

! ; 



10 DOWNING STREET 

3rd July, 1981 

MID TERM REPORT. 

Thank you so much for your letter of 2nd July, together 
with its enclosures . 

Those enclosures I will read over the weekend. 

I enc l ose a copy of a letter which I have sent to 
Geoffrey Howe today. 

Ian Gow 

Alan Howarth, Esq. 



CORF'IDENTIAL 

MR RIDLEY 

MID TERM REPORT 

ff~ f \ 

cc Chancello/ 
Chief Secretary 
l"'Lr Cardona 

The merit of an exercise like this is that it forces people to 

think about things and clear their minds. There is going to have 

to be a lot of clear thinking before this draft comes right. 

2. Alan Howarth acknowledges in his letter to you that "the 
important missing element in this draft is some indication of 

fresh policy developments for the second half of this Parliament". 

3. An unfriendly critic would say that what is missing is 
convincing evidence of how the government is going to implement 

its present policies in the second half of the administration . 

4. The draft mainly consists of an apology for not having achieved 

more in the first half of the administration. On page 6 the 
gradualist approach is justified: 

"There were those who argued when the Conservatives 

came to power that the defeat of inflation and a 

restoration of balance in the economy required a 

sudden and drastic remedy ••••• " 

"These arguments may' have had their value. But they 

were rejected by the Shadow Cabinet long before the 
General Election took place ••••• 1t 

If that is actually true, then more's the pity, some people would 

say. I doubt very much whether: 

trA policy which represented so sharp a break with 

the practises of recent years would have meant 

unemployment on a scale far greater than that which 

has already occurred ••••• " 

5. It is not for me to pontificate. 

this is the first question to be asked. 

CONFIDENTIAL 

But it does seem to me that 

Are ~e going to say: 
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i) We meant t o go s l owly, we h ave gone s l owly, 

and everything is under control . 

or ii) We meant to get on with the job, but it has 

proved necessa~ to go much more slowly and 

we make no apology 

or should we say as little as possible about the past 

and concentrate on the future? 

6~ Incidentally Peregrine Worsthorne's piece this Sunday was 

very useful stuff if one wants to argue that all is going 

swimmingly. Thr,~e-quarters of the population are n alright Jack", 

so bad luck to the o t her quarter and it will all come right in 

due course. 

7. If we are going to concentrate on the future, then the 

important part of the paper is the part describing what we are 

going to do to get things right from here on. Only the Cabinet 

can indicate how that should be written. Inflation now seems to 

be stuck at 12% or so. The PSBR is well above even the MTFS ta!get 

trend. Public spending cannot be cut any more, and taxation is 

higher than when we started. The critic will want to know how that 

adds up. All he gets is the pious statement on page 14 para 2: 

"The government wishes to restore a sound currency, 

personal incentive to earn and invest for the 

family, and the stahle economic climate which can 

stimulate industrial revival." 

8. If in unfriendly mood, the critic will particularly settle on: 

Page 10: 

Page 9: 

UInflation, on the other hand, has fallen sharply". 

It has only fallen sharply from the peak 2l~8% • . , 

"before the General Election no-one had realised how 

expensive to the country had been Labour's pre

election relaxation of pay and spending controls.1t 

- Maybe the author speaks for himself; other people 

had. 

CONFIDENTIAL 
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3. There is a funda.mental worry on page 1, 'ilhere the draft 

argues that many of our troubles stem from too much government 

interference, and that they wil l not be put right by dramatic 

bursts of legislation. The fact is that government had become far 
too deeply involved 'in the -nation's affairs, and that the very 

withdrawal of government requires great quantities of legislation. 
Government cannot just withdraw, -having laid waste the natural 

market mechanisms. Gov ernment must ensure that when it withdraws 
it leaves a market system tha t is capable of standing on its own 

~et. That was the tragedy of ICL. Government withdrew , sold the 
shares to the public and hoped for the best . The trouble was that 

the City and the institutions had been too demoralised for them to 

be able to take over the responsibility of seeing that ICL stayed on 

its feet. 

10. This is, perhaps, the main lesson of the last two years, and it 

is a highly challenging one: that the British economy had been 

devastated by the long battle between socialists and market men and 

that it was not sufficient that the ftConservative Party won an 

overwhelming election victory" in 1979. 

11. The reconstruction of British economy is going to need very 

much more than the restoration of a sound currency - even if we get 

that. Labour markets, capital markets, the education system, the 

depressed areas. All these have got to be painstakingly reconstructed -

not by a dictatorial government, but by an imaginative intelligent 
" government which is prepared to examine present structures and vested 

interests and consider how they might be reorganised to give better 

results. 

12. In short, I suppose I am arguing for a radical programme, founded 
on firm beliefs in the ability of free markets to reconcile 

conflicting interests. 

13. I should like to see the Mid Term document giving a set of 

imaginative and exciting insights into- all these matters, including 

Privatisation 
Pensions -
Pension Funds 
Capital Markets 
Health Insurance 
Private Education 
Tax and Social Security 

Depressed Areas 
Nationalised Industry investment 

II tI regulations 
Apprenticeship 
Housing to let 
Rating Reform 
Tax Reform 

CONFIDENTIAL 
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14. Maybe this will have to wait for the 1983/84 Manifesto. 
Even then it is not clear to me who is going to do the work. 
If one thing of use comes out of the present exercise, it will be 

the realisation that a busy Cabinet cannot cope without a research 
secretariat. Work may be done inside the secret fortress of the 

CPRS and the No 10 Policy Unit, but if nobody outside gets to know 

about it it will not have much impact. Members of the Cabinet may 
not realise how little of their thinking on subjects like these 

~ver reaches even the interested public. 

15. If - and it is an if - the Party wants to proceed along this 
, radical route, then it will have to allocate far more resources to 

policy work. Both inside government and outside, but more 
especially outside. 

CONFIDENTIAL , 

P J CROPPER 
6 July 1981 
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CHANCELLOR 

MID-TERM REPORT 

1.21 

cc Chief Secretary 
Financial Secretary 
Mr Cropper 
Mr Cardona 

As proposed in my minute of 2 July, I have prepared a draft 

letter to send myself to Alan Howarth, as requested in his 

letter of the same date. There is no compelling urgency about 

his 9 July deadline - it is not his plan to send his amended 

draft to the PM till later next week . But in the circumstances, 

the sooner I write the better. The substance of my letter is 

as foreshadowed in my 2 July minute . In drafting I have 

reflected the important point made by Peter Cropper in 

paragraph 4 of his minute of 6 July about "gradualism", an 

issue which the Chief Secretary reports came up this morning 

at the meeting of the Pym liaison committee. 

2. I have not said much directly about Ian Gow's letter to 

you of 3 July (which reached me this morning) save to make an 

important if vague reference at the end of the letter to the 

need for an early meeting of the group which the PM has asked 

you to convene. If you approve that idea, it would be helpful 

to know now, and also whether you or any other Treasury Minister ........-
will be going to the Chequers Strategy meeting on 25 July for 

which all this is a prelude. 

3 . Some final observations. As I have stressed before, we 

have very little time in practice . Judging from the slowness 

and, dare I say it , SeC£!e"E lveness of CRD up till now, a 

conference deadline will be quLte unattainable unless Ministers 
~ ----

take a firm grip of the whole process soon. 

,;' 4. I also wonder whether all your colleagues ought not to be 

V invited to produce material- for the autumn on t ; eir achi:ve~ents 
t o date - rather as J Stanley did recently in a speech or two 

you commended. We could easily include it in a Q & A, but there 

CONFIDENTIAL 
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is no provision for doing so at present. It is not in principle 

difficult to organise. I could insert the idea in the letter 

if you approve, if need be in a very tentative form. 

CONFIDENTIAL 

ADAM RIDLEY 

8 July 1981 
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DRAFT LETTER FOR MR RIDLEY TO SEND TO ALAN HOWARTH 

Thank you for your letter of 2 July and the preliminary 

material for the possible mid-term report. You asked for 

comments by 9 July in time for an amended draft to be 

prepared to be sent to the PM next week. As we agreed on 

the telephone this afternoon, it is not feasible to offer 

detailed and considered comments in extenso at this stage. 

But I can offer now some important general comments, which 

reflect in broad measure the views of the Chancellor and 

others here. 

First, a word about what seem to me to be the several main 

purposes of such an exercise: to "explain away" or defend 

the Government's difficulties and failures; to record and 

draw attention to the many things the Government has 

achieved, which are not receiving the favourable public 

comment they merit; to lift the veil off some of the 

Government's likely major initiatives over the rest of the 

Parliament; to criticise our opponents' policies; and to 

achieve all this in a compact, cogent and lucid way, which 

will be both reassuring and of practical use to party 

activists in particular. All that has to be achieved against 

an extremely tight timetable indeed, having regard to 

holidays, the pressure of other work generally and, in 

particular, the exceptional congestion of the timetable in 

July and the early autumn. 

The first 18 pages of general introduction and conclusion 
n \~ r:J~'. Y 

(the "front") and the" & A" section at the back are best 
I 

CONFIDENTIAL 
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dealt with separately.ffI have to say that the "front" in 

its present form does not strike us here as quite what is 

needed. 

(a) It is very lengthy .- over 5 000 words at a guess, 
\' ... k \. ;.. '\ .. 'f" I ~ ,; lI'" 

which puts it well ahead of, for example, chapters 1 and 2 

of The Right Approach . 

I ,. 

(b) : It is not of itself saying anything very new or in 
~ 

a novel manner . Clearly the insertion of the extra material 

about the future at the ~ottom of page 10 would remedy .. . 
I .. \ , I" r ' 

that problem in part. But ~ I would still doubt whether that 

new material needs to be surrounded with quite so much husk! 

(c) Does the public at large feel the need for so extensive 

a re-statement of what is in large measure familiar 

I , ~ \., \ . 

(d) At a more detailed level I am struck by the following 

points: 

The treatment of "gradualism" (or whatever one may 

call it) on page 6 et seq takes us into very sensitive 

ground. We may want to make such a point in the document, 

but is this the right way? 

Matters economic seem to dominate to an extent which 

makes even me a little anxious . 

Pages 15, 16 on the Labour Party and SDP take us into 

CONFIDENTIAL 
2 
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another delicate area. The kind of treatment adopted at 

present falls between several stools. If it is to be done 

at all, an idea which I would support, it should be done 

more tellingly and at greater length. The Q & A section 

could perhaps accommodate such material. [I should add, 
" I 

en parenthese, that we can offer sUbstantial material about 

both parties!J 

A final thought about the "front". My own editorial 

experience would lead me to want to delay a final decision 

about it until we have had a first look at the material 
I 

about the future, which has yet to be collected. 
. t I 

. Y 

.. , 'I. \. , ,/11 V\' I. C--r l-

I 
.. I 

The "Q & A" takes us onto quite different ground. In 

general this seemed to me excellent material and to be 
,1 

tackling the right kind of question. I am sure that i tt 

could be extremely useful in meeting al~ the purposes 

identified at the start of this letter, save (in some degree) 

that of charting the Government's course over the next few 

years. The Q & A format seems to me to be exactly right 

for today. People have a lot of specific anxieties dnd 

questions which they want us to answer, and this is surely 

the way to do it. 

A few non-exhaustive comments on the text may be of interest: 

• I ~ . ' ',' c.. 

(a) We can, of course, identify other obvious questions 
t . I ; \ J, ~ " I 

for inclusion. Three . would be "Why did you give in to 

Clegg?", "Why are you cutting back on productive investment 

in the nationalised industries and elsewhere, when these 

CONFIDENTIAL 
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are engines of growth?" and "Why has the Government not held 

the exchange rate at tolerable levels?" We need more time 

to decide on our "top ten". More generally I cannot help 

wondering (should you not have done so already) whether it 

would be worth mounting a quick exercise to find out the 

issues which selected MPs and Ministers find are most 

troublesome. 

(b) In many of the mostly economic questions ,which come 

first and, I do not doubt, some of the others too, there is 

a standard departmental line which will need to be t~/ 

incorporated ~ ~aRd the _best way to dG this will need time 

and consideration. 

These thoughts were put together both before I had seen 

Ian Gow's letter to the Chancellor of 3 July, and before 

the liaison committee met yesterday morning . Clearly we 

shall be thinking hard about both logistics and the substance 

of the exercise in the light of both. I imagine the 

Chancellor will want to have an early meeting of the informal 

group which the PM has asked him to set up in advance of 

the 25 July strategy discussion. 

· r 

PS I hope that the authors will not strictures 

on the "front" ~ *:y. I know only too well how 

difficult this kind of drafting can be ! 

CONFIDENTIAL 
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CHANCELLOR C ~1 

MID-TERM REPORT 

I have only just now seen the draft from Alan Howarth referred to in the 

second paragraph of Ian Gow's minute to you of 3 July, but in any case 

the deadline of 9 July is wholly unrealistic. Indeed, if we are 

thinking of publishing in October, I am not convinced that the document 

can sensibly go into the future at all - except for a non-specific 

and deeply purple final paragraph. 

I must say that I'm a little concerned that the somewhat casual approach 

which this correspondence betrays might be carried forward into the 

drafting of the manifesto itself, with a team of busy ministers being 

saddled with the job at a late date. The correct way to produce a 

manifesto in Government is as follows: 

(1) A high calibre draftsman is chosen, who will - be able to devote 

himself full time to the job when the heat is on. Perhaps Peter 

Lilley? 

The draftsman proposes a structure 

for the manifesto as the basis for a discussion in a small group ~ 

of which the core would be the PM and the Chairman of the Party. 

(3) Once the structure is agreed, departmental ministers are given 

a deadline by which they must contribute draft sections dealing 

with matters under their responsibility. 

(4) On the basis of this raw material the draftsman then writes a 

first draft of the manifesto, cutting freely where necessary on 

grounds of length, re-writing freely on grounds of style, and adding 

in square brackets judicious policy proposals where they seem 

indicated on political grounds and ministers have not come forward 

with them themselves. ~ 
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(5) The draft is then considered in the normal way by the Inner 

Cabinet and inner party steering committee. 

This process ought really to be started , at least up to and including item 

3 above, and possibly up to item 4 as well, by the turn of the year. It 

is easier to up-date and even to re-write, than to produce something 

worthwhile in short order. 

NIGEL LAWSON 

~July 1981 



CHANCELLOR 

MID-TERM REPORT 

COVERING CONFIDENTIAL 

1 . 21 

cc Chief Secretary 
Financial Secretary 
Mr Cropper 
Mr Cardona 

I attach for your and others' inspection a copy of the letter 

I despatched today to Alan Howarth with your approval . 

-k
It now seems to me imperative to have a short internal meeting 

involving yourself, CS/T, FS/T and perhaps Ian Gow at the 

earliest opportunity - perhaps after 6 pm on Monday evening. 

We then need to convene your group with Tebbit and CRD very 

shortly afterwards. 

Alternatively you may want to run the two meetings into one -

in which case I think careful prior preparation is fundamental. 

I would much value the earliest possible guidance so that 

meetings can be laid on and systematic preparation undertaken, 

in the light of considered collective views of yourself and 

others, which we have understandably not had an opportunity 

to establish. 

ADAM RIDLEY 

9 July 1981 

COVERING CONFIDENTIAL 



__ --~~±~NtC±I~PAL PRIVATE SECRETARY 

MID-TERM REPORT 

cc Financial Secretary 
Mr Cropper 
Mr Cardona 
Mr Ridley 

The Chief Secretary has s een Mr Ridl ey ' s minute of 8 July 

covering a draft letter to send to Alan Howarth . He h as 

noted that thi s is very much in line with his own comments . 

T F MATHEWS 



CHANCELLOR 

MID-TERM DOCUMENT 

PERSONAL & CONFIDENTIAL 

1 .2 1 

cc Chief Secretary 
Financial Secretary 

As requested at your meeting last night, I have prepared a 
. . ". . brlef alde-memolre for you to show Mr Gow and, In due course, 

the PM. I believe it sets down all the key points you wanted. 

I assume your office will be arranging for you to talk about 

all this to both Ian Gow and the PM at the earliest possible 

opportunity. In the meantime I would be grateful for any 
. . by early . 

comments you or other reclplents may have/tomorrow mornlng so 

that I can redraft quickly. 

2. Meanwhile the FS/T will probably be in a position before 

long to report his conversation with Mr Tebbit about the ad hoc 

group proposed by the PM. 

3. I have spoken informally to CRD about logistics. Mr 

Greenland tells me that everything will need to be ready to go 

to the printers by mid September if a document is to be launched 

significantly before the Conference and at reasonable cost. 

I also gather CRD are now trying to cut the "front end" down 

to about a third of its previous length. Unfortunately we may 

all ask whether one third of a load of rubbish is any better 

than a full measure. 

ADAM RIDLEY 

14 July 1981 

PERSONAL AND CONFIDENTIAL 
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1.21 

CHANCELLOR 

MID-TERM DOCUMENT 

Following your request at this morning's meeting, I suggest 

that you write to Ian Gow on the following lines. 

"Our discussion on Tuesday night prompts me to write to set out 

for you and (if it would help) the Prime Minister some thoughts 

about the mid-term report and your letter about it of 3 July. 

You have already seen the sUbstantial letter which Adam Ridley 

sent to Alan Howarth on 9 July. After considering the issues 

further and at some length with Leon Brittan, Nigel Lawson and 

Norman Tebbit I am clear that the initial jUdgements in Adam's 

letter stand, and would summarise and extend them on the lines 

of the attached note. In brief, we remain very doubtful about 

the appeal of the first 18 pages of the CRD draft; we believe 

it would be extremely difficult - not least logistically - to 

draft anything of value to insert In it about the future; and 

therefore doubt whether that part of the exercise should merit 

much effort. We like the "Q & A" idea; and would wish to see 

it added to with material about the Government's achievements 

to date. However we feel that the production of even so limited 

a document will require urgent and careful organisation. 

This leads to two wider issues. First, I see real problems 

in taking charge of all this myself. Much though the task 

interests me, there is painfully little time to spare over the 

next two months or so given holiday dates and various overseas 

obligations such as the IMF meeting, not to mention the mainstream 

of business. That said, I would hope to be able to provide 

sUbstantial input at certain points into whatever work is being 

undertaken, that Nigel and Leon could contribute substantially 

when they are around, and that Adam and the advisers could make 

a major contribution at working level. But, as I say, even 

with all this, we should have little chance of being able to 

assume full responsibility ourselves. 

CONFIDENTIAL 
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A second issue is that there is a very real sense in which I 

feel Francts Pym ought to be near the centre of this work, and 

that not ~ involve him would be wrong. If he were to "take \:,;) '-''-'L here 
charge" in some sense or other, we/could lighten his burden 

considerably as I have already said. 

Finally, I must sound a note of anxiety about the lessons this 

episode suggests for the future. The attached note by Nigel 

points to a number of important points which we would do well 

to heed." 

You will, I assume, want to copy the letter privately to the 

CS/T and FS/T, and perhaps Norman Tebbit. 

CONFIDENTIAL 

ADAM RIDLEY 

15 July 1981 



PERSONAL & CONFIDENTIAL 

~PAL PRIVATE SECRETARY 

MID-TERM DOCUMENT 

cc PS/Financial Secretary 
Mr Ridl ey 

The Chief Secretary has the following comments on Mr Ridley's 

minute of 14 July. He would not be quite so hard on the 

original concept. A drastically shortened first part should 

not be ruled out of court in advance. He does not think 

a forward look is impossible, though difficult, and in his 

view necessary if we are not to be criticised as being negative 

and having run out of ideas -- unless we simply publish a very 

low-k~ 'Record of achievements' and Q & As. 

T F MATHEWS 

15 July 1981 

PERSONAL & CONFIDENTIAL 



- 0 v -< ~ 00 \l.. ; _ ® ""::-c;g. PA ~ 1 '1 

~ ~ ·b~~· 

ClJi'.JFIOENT I AL 

r 

Trea!Sury (~h{,:nnbersJ F>arlialnent Street, S\VIP 3AG 
o vR~et~ &~: . 01-233 ~-3000 ~~I July 1981 

.. 

~ f\\ . .s R :Ser, I .... ' ...... i " ~ Art~DAt""l 
\.Y ,; ; \1"~lt'~ . ... - -- ~tspc.~ : C.~ · b 

ow Esq ~ 
No.lO Down i ng st reet -.... I1l~ , '1EA ~ bt)G. ~ ~ 
LONDON SWI _ . ~ 0"tJ II... &. tJ" -r 0 c..v1' .. !" t\N' (E11 0 :~ 

(j) "tJII.- J,. Ef1 -r", 'T A 'I- - PAIl'l '1 1 F'rJ .4JC, ... G r; 

»-.: D..- /"- . .f ~ f.,.1 ~'" 
.,.. ft.".",., I>tl(,,,~ . I ~ f5? j ~. Yf '7 

______ Our discussion on Tuesday night prompts me to writ e to ~A~" 
Ii'. set out for you and ( if it would help) the Prime Ministe"r -~-r·--
\!I PA'7 some thoughts about the mid-term report and your letter ---~ 

(:;\ pJt about it of 3 July. You have already seen the substantial 
~ letter which Adam Ridley sent to Alan Howarth on 9 July. 
~9V After considering the issues further and at some length 
~.. with Leon Brittan, Nigel Lawson and Norman Tebbit I am 
~ rJ1\1 . 'rJ~l. clear that the initial jUdgements in Adam's letter stand, 
~ and would summarise and extend them on the lines of the 

fR t: at t a c h e d not e . I n b ri e f, we rem a i n v 8 I' Y do u b t f u 1 abo u t 
-=21$= ... the appeal of the first IS pa g es of the CRD draft; we 

l' ~ AB ' .M ~ 1 ~ : glll~ : ~ ~ ~ ~ ~ 1 ~ 0 ~ 1 ~ ~ b ~ _. ~ ~ ~ r: m
l
_ y~ ~ ~ _~ ~ i f o~ ~ C u

J 
a
1 

tl.' U = nt 0
0 

t 1'- rl1 csr-> ~ sr' ~ : n \!SI 4..U v L,4..G04...l.Y L,U Ul. d It... d I Lll.llIg T' '-" e ... .l. 

\~l yt>",,,, ,,,..,it about the future; and therefore doubt vJhether that 
~~t'~\ part of the exercise should merit much effort. We like 

the "(;) & A" idea; and would wish to see it added to 
\t.R~ ·t~ it h materi a 1 abo ut t he Govern ment I s a ch i everne nt s to date. 

l(il\ However we feel that the production of even so limited a 
; ~""'f.~ 'o~el document will require urgent and careful organisation. 

i r Lc.L.r",op This leads to hvo wider issues. First, I sea real problems 
l L f,.lft.~~fl'f in taking charge of all this myself. ~luch though the task 
· interests me J there is painfully little time to spare over 
; g) b~' t\.J ~~ ~ the n ext two m 0 nth s 0 I' so g i \j e n h 0 1 ida y d a t 8 san d va rio u s 
: ...., (\ O(.ft ~ " 0 ve rs e a sob 1 i gat ion s s u c has the I ~1 F m 8 e tin g , not torn e n t ion 

the mainstream of business. That said J I would hope to be 
able to provide substantial input at certain points into 
whatever work is being undertaken, that Nigel and Leon 

: _ _. could contribute substantially when they are around J and 
;fD\1 6 that Ad~m and the advisers ~ould make a ~ajor cont~ibution 
! If,t,'-~U ... '~at workIng level. But, as I say, even WIth all thlS, we 
; R,,-tf-<, should ,have little chance of being able to assume full 
! , Iresponsibility ourselves. ' 

! (§) c.,.J .,p.o~S PA'1 

: ® -r~V~I(!: 
:.-----

fA second issue 



rf 

CONFIDENTIAL 

A second issue is that th~re is a very real sense in which 
I feel Francis Pym ought to be near the centre of this 
work, and that not so to involve him would be wrong. If he 
were · to "take charge" in some sense or other, we here could 
lighten his burden considerably as I have already said. 

Finally, I must sound a note of · anxiety about the lessons 
this epi~ode suggests for the future . The attached note 
by Nigel points to a number of important points which we 
would do well to heed . 

GEOFFREY HOWE ,-.. 
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MID-TERM DOCUMENT 

1. The present texts are unsatisfactory. 

The first 18 pages do not "come offTT. The literary style 

is wrong; the content to date, such as it is, seems all too 

familiar; and it lS far too long, even without the material 

destined to fill in the middle. 

The idea of the forward look suggested on p.10 is probably 

not viable, and almost certainly not in these circumstances. 

Particular problems it gives rise to are foreshadowing the 

Queen's Speech, inasmuch as it deals with imminent decisions or 

actions; or leading one into controversial statements about 

longer term issues over which decisions have not been made, 

such as union reform, LA rates and so on. 

Rather surprisingly there is in the draft none of the 

backward-looking material which one would expect to be the kernel 

of a mid-term report. 

2. On the other hand the Q & A strikes immediately as being 

of real use and promise. While the choice and treatment of 

issues is (understandably) not ideal, the material could well 

be built on to produce a valuable document quickly. In so doing 

one might want to inject some more non-economic material; and 

to some extent at least it could remedy the absence of the 

Government's record to date referred to earlier - though that is 
ltS 

to some extent a separate issue, and final decisions on/style 

and format should depend on the material available. 

3. What should now be done: 

(1) Strengthen the coverage and drafting of the Q & A, bringing 

in Departments as appropriate. This could be started immediately. 

+
(2) Seek, as a matter of great urgency, material from each 

Department about its achievements to date. Past experience very 

strongly suggests this will be best done in response to a simple 

but systematic questionnaire, on whose results editors would 
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need to get to work very shortly. 

(3) 1'here is a case for abandoning completely the first 18 
pages, and the idea of an extensive treatment of the "forward 

look". If that is not done, work on it should take a lower 

priority and, above all, not be allowed to interfere with (1) and 

( 2 ) • 

4. Procedure and organisation 

If anything worthwhile is to be published, then it is essential 

to establish swiftly a clear chain of command with the right 

contacts with Ministers, Advisers and so on, and proper editorial 

control. Equally, it is essential to know the logistical 

constraints imposed by considerations of size, length, price, 

and the timing of typesetting etc. Experience again suggests 

that there considerations can be very important, affecting not 

only the content but also cost and so on. 
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