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From 
Sir Camp 
President 11 

18th July 1983 
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Confederation of British Industry 
Centre Point 
103 New Oxford Street 
London WC1A 1DU 
Telephone 01-379 7400 
Telex 21332 

Thank you for your letter. 	We are all delighted 
that you are able to be the Principal Guest and Speaker 
at the CBI Annual Dinner next year on Wednesday 23rd May. 

Our offices will, of course, be in touch nearer the 
time concerning the arrangements. 

The Rt. Hon. Nigel Lawson, MP, 
Chancellor of the Exchequer, 
HM Treasury, 
Treasury Chambers, 
Parliament Street, 
London, SW1P 3AG 



NIGEL LAWS° 

Treasury Chambers, Parliament Street, SW1P 3AG 
01-233 3000 

4 July 1983 

Sir Campbell Fraser 
President 
Confederation of British Industry 
Centre Point 
103 New Oxford Street 
LONDON WC1A 1DU 

Thank you for your letter confirming your invitation 
for me to be Guest Speaker at the CBI Annual Dinner 
next year. 

The date you suggest is fine with me and I look forward 
to joining you that evening. 



From 
Sir Campbell Fraser 
President 

28th June 1983 
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Confederation of British Industry 
Centre Point 
103 New Oxford Street 
London WC1A 1DU 
Telephone 01-379 7400 
Telex 21332 

The Rt Hon Nigel Lawson MP 
Chancellor of the Exchequer 
H M Treasury 
Parliament Street 
London SLIP 3AG 

As I mentioned on Wednesday I would be delighted - and I 
know our members would too - if you were able to be our 
Principal Guest and Speaker at the CBI Annual Dinner next 
year. 

The Dinner has established itself as a key event in the 
business calendar with around 1,200 CBI members and their 
guests attending. 

It will be held at the Hilton, and our preferred date is 
Wednesday 23 May, although we could look at other 
alternatives if necessary. 

I do hope I shall be able to welcome you as our Principal 
Guest, and that you will by then be looking back on a 
very successful first year in office. 
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CONSERVATIVE POLITICAL CENTRE 
32 SMITH SQUARE  •  WESTMINSTER  •  LONDON SWIP 3HH 
TELEPHONE: 01-222 9000 
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The Rt Hon Nigel Lawson 
Chancellor of the Exchequ 
The Treasury 
Parliament Street 
LONDON 
SWIP 3AG 
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24th November 1983 

Each year when Sir Geoffrey Howe was Chancellor of the Exchequer, and 
indeed when 1-19 was Shadow Chancellor, the CPC arranged for him a meeting 
in The Accountants' Hall in the City of London to talk to City workers 
about The Economic Situation in general, and the Budget in particular. 
This was normally held between the Budget and the publication of the 
Finance Bill, on a date when Sir Geoffrey was free and the Hall available. 
It was timed for 5.30 to 6.45 p.m., and a cash bar was available half-an-
hour before and immediately after the session. Entry was by ticket only 
for which a charge was made. Despite this, we never had less than 350 
City workers present. 

If you would like us to arrange a similar function for you, we will be 
very happy to do so. Should the idea appeal to you, please let me know 
and I will talk to Adam Ridley about suitable dates, and also set up a 
Sub-Committee in the City of London to make the arrangements. 

ca„c  • 

David Knapp 
Director  
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From: Michael Morris, M.P., Northampton South 

• 
HOUSE OF COMMONS 

LONDON SWIA OAA 

30th November, 1983 

Rt. Hon. Nigel Lawson, MP, 
Chancellor of the Exchequer, 
HM Treasury, 
Great George Street, 
London, SW1. 
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Dear NI;„( 
C) 

I am delighted to hear from your Private Office 
that you are able to .3 Chief Guest at the Benton 
& Bowles Luncheon Forum on Wednesday, 27th June 1984. 

I will, of course, write to you again nearer the 
time with a list of guests who are attending and to 
finalise the arrangements. 

Yours ever, 

( tk 

Michael Morris 

cc: Mark Lennox Boyd, Esq., MP 
Bruce Rhodes, Esq. 



From Michael Morris, M.P., Northampton South 
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27th July, 1983 

     

      

       

Rt. Hon. Nigel Lawson, QC, MP, 
Chancellor of the Exchequer, 
HM Treasury, 
Great George Street, 
London, SW1. 

Dear Nigel, 

Over the years I have organised the Benton & Bowles 
Luncheon Forum which is basically a Forum for leading 
industrialists to meet a senior politician for an off-
the-record session. You will see from the enclosed 
list of previous Speakers that I have been very 
fortunate in those who have agreed to attend. 

I would like to organise a Forum in February 1984 at 
a lunchtime any Monday - Thursday. The venue is the 
offices of Benton & Bowels Ltd., at 197 Knightsbridge. 
We meet at 12.30 for 12.45 and finish by 2.45 pm at 
the latest. There will be approximately 50 guests 
who will, in the main, be Managing Directors of companies 
like Procter & Gamble, General Foods and other leading 
consumer goods companies. 

The format is a buffet luncheon followed by an off-the-
record session of question and answers. It would be a 
very great honour if you would agree to be our next 
Speaker. 

I look forward to hearing from you in principle and then 
I can agree a specific date with your Private Office. 

Yours ever, 

 

S\J 

C 	 V. 
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Michael Morris  
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BENTON & BOWLES - FORUM SPEAKERS 

Harold Wilson 1964 

Edward Heath 1964 

George Woodcock 1964 

Professor Alan Bullock 1965 

John Lynch 1965 

Jo Grimond 1965 

James Callaghan 1965 

Reginald Maudling 1965 

Enoch Powell 1965 

Ray Gunter 1965 

Lord Thomson of Fleet 1966 

Alastair Burnet 1966 

T. 	Dan Smith 1966 

Cecil H. 	King 1967 

Woodrow Wyatt 1968 

Dr. 	Arthur F. 	Earle 1968 

Desmond Donnelly 1968 

Michael Shanks 1968 

Michael Peacock 1968 

Tom Margerison 1969 

Sir Richard Marsh 1970 

Edmund Dell 1970 

Harold Lever 1970 

D ) 
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Clive Jenkins 

Christopher Chataway 

Sir John M. 	Hill 

Robcrt Carr 

1970 

1970 

1971 

1972 

Sir Geoffrey Howe 1973 

Joe Gormley 1973 

Jack Jones 1973 

Mrs. 	Renee Short 1973 

Jeremy Thorpe 1974 

Mrs. 	Shirley Williams 1975 

Sir Keith Joseph 1975 

Hugh Scanlon 1976 

Sir Kenneth Berrill 1976 

Michael Heseltine 1976 

Len Murray 1977 

Joel Barnett 1977 

James Prior 1978 

C.C.P. 	Williams 1978 

Terry Duffy 1979 

Sir Geoffrey Howe 1979 

John Nott 1980 

Dr. David Owen 1981 

Francis Pym 1981 

Shirley Williams 1982 

Cecil Parkinson 1982 

Roy Jenkins 1983 
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CHANCELLOR 

FROM :MDXPORTILLO 
DATE : 6 DECEMBER 1983 

cc Mr Ridley 
Mr Lord 
Mr Makeham 
Miss Young 

INVITATION FROM CPC TO ADDRESS CITY WORKERS 

I have sought Adam Ridley's advice on the assertion that the last Chancdlor 

invariably accepted the invitation from the CPC to address a large group of 

city workers at some time after the Budget. Adam's recollection is that 
a4.4mts 

Sir Geoffrey didlaccept, although on one or two occasions, last minute 

pressures may have forced him to send along another Minister as substitute. 

The gathering was thought to be useful. 

2. 	May I suggest that you might like to accept this invitation in view of 

the precedent, but in your letter of reply to David Knapp,you might wish to 

point out that you cannot guarantee, like your predecessor, to accept the 

invitation every year. 

M D X PORTILLO 
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Treasury Chambers, Parliament Street, SW1P 3AG 

01- 2 33 3000 

14 December 1983 

David Knapp Esq 
Director 
Conservative Political Centre 
32 Smith Square 
LONDON SW1P 3HH 

Thank you for your letter inviting me to speak about the 
economic situation and the Budget at a CPC City meeting. 

I would be happy to do this. Could you contact my diary 
secretary, Donna Young on 233 5487, to discuss possible 
dates? 

I must just point out, however, that I cannot guarantee, 
like my predecessor, that I will be able to accept this 
invitation every year. 

NIGEL LAWSON 



CONSERVATIVE INDEJTEAJL CENTRE 
32 SMITH SQUARE • WESTMINSTER. LONDON SWIP 3HH 

TELEPHONE: 01-222 9000 

Rt Hon Nigel Lawson MP 
The Chancellor of the Exchequer 
Treasury Chambers 
Parliament Street 
London SW1P 3AG 

21st December 1983 

CPC City Meeting  

Thank you for your letter of December 14th. 

I am delighted you would like us to arrange 
a meeting in the city for you after the Budget, 
and I will get in touch with Donna Young as you 
suggest to arrange a convenient date. 

David Knapp 
Director  
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IL 32 SMITH SQUARE  •  WESTMINSTER  •  LONDON SW1P 3HH 

TELEPHONE: 01-222 9000 

Miss Donna Young 
Office of the Chancellor of the Exchequer 
Treasury Chambers 
Parliament Street 
LONDON SWIH OET 3rd January 1984 

lkar,  /nu,. 7•4-1, 

Further to our conversation yesterday, I am writing 
to confirm that I have booked the Great Hall at 
the Institute of Chartered Accountants, MOorgate 
Place, London EC2, for the early evening of Monday 
16th April 1984. We would like the Chancellor to 
cone at 5.30 p.m., to talk for about 20 - 25 minutes 
and then to answer questions from the audience 
until 6.45 p.m. We are expecting an audience of 
about 300, and the Press will be invited. 

I will be sending Mr Lawson full details of the 
meeting nearer the date, but I would be grateful 
if in the meantime you would tell him how pleased 
we are that he can come that evening. 

David Knapp 
Director  
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COVERING CONFIDENTIAL 

• 	
FROM: P MAKEHAM 
DATE: 23 JANUARY 1984 

CHANCELLOR OF THE EXCHEQUER cc Chief Secretary 
Financial Secretary 
Minister of State 
Economic Secretary 
Sir Peter Middleton 
Mr Battishill 
Mr Folger 
Mr Hall 
Miss Young 
Ms Goodman 
Mr Ridley 
Mr Lord 
Mr Portillo 

MINISTERIAL SPEAKING ENGAGEMENTS 

I attach a forward programme of all Ministerial speaking engagements. This is based 

on the information on speech invitations to Treasury Ministers which we now keep on a 

computer system. The forward programme will he circulated regularly, every 

fortnight. 

"Pep& 
	tt‘LJta-tr-ki--. 

P MAKEHAM 
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CONFIDENTIAL 

• 	
MINISTERIAL SPEAKING ENGAGEMENTS AS AT 20 JANUARY 

DATE 	MINISTER 	 OFFICIAL SPEECHES 
1984 

	

	 AND MEDIA APPEARANCES* 
CH X OTHERS 

JANUARY 

23 	 CST 	Wilton Park Conf 
24 	 CST 	Canadian Inst Internat Affairs 
24 	 CHX 
26 	 EST 	Beds Soc of Accountants 
29 	 CHX 	 *Money Programme 

FEBRUARY 

PARTY SPEECHES 

Cons Trade and Ind 

03 MST Civil Service Club 
10 CST Nat Fed Building Trades (South) 
13 FST Nationwide BS 
16 CST *PEWP 
21 CST Army Staff Coll 
24 EST Halifax BS 

MARCH 

13 
30 
30 

APRIL 

CHX 

CHX 
MST 

Budget 
Devon Soc of Accountants 
Manchester Industrialists 

03 CHX 1900 Club 
04 CST Cons Small Business 

06 CHX British Shoe Corp 
09 CHX Internat. Assoc. Energy Economists 
10 FST Assoc Ec Reps London 

10 MST Drinks Marketing Club 

11 CST Royal Coll Defence 

12 CST Cons Ind Fund 
13 CHX Rugby CC 

16 CHX CPC (City) 

18 CHX EEF 

MAY 

01 CHX Richard Ottaway MP 

04 CHX Trial of the Pyx 

09 CHX Scottish Cons Party 

11 CHX East Mids Area 

12 MST Mr Syedian 

14 CST Inst Ch Accountants 

17 CHX AIT 

23 CHX CBI 
30 CHX Top Hole Club 



CONFIDENTIAL 

JUNE 

11 CHX Dr Rhodes Boyson 
11-22 CHX Mais Lecture 
19 CHX Thirty Club 
27 CHX Benton/Bowles Lunch 

JULY 

02 CHX Exxon 
11 CHX M Macmillan 
18 CHX Sclsdon Group 

AUGUST 

SEPTEMBER 

12 	 CHX 	 Abbey National 
24 	 CHX 	 IMF 

OCTOBER 

18 	 CHX 	 Mansion House 

NOVEMBER 

[Autumn Statement] 

26 	 CHX 	 Portcullis Club 

1985 

09/09 	CHX 	 Int Fiscal Assoc 

Date to be arranged 

EST 	Nat Fed Self Employed 
CHX 	 Deutsche Gesellshaft 
CHX 	 IOD Leicester 
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• 
FROM: P MAKEHAM 
DATE: 24 February 1984 

CHANCELLOR OF THE EXCHEQUER cc Chief Secretary 
Financial Secretary 
Minister of State 
Economic Secretary 
Sir Peter Middleton 
Mr Battishill 
Mr Folger 
Mr Hall 
Miss Young 
Ms Goodman 
Mr Ridley 
Mr Lord 
Mr Port illo 

MINISTERIAL SPEAKING ENGAGEMENTS 

I attach the forward programme of all Ministerial speaking engagements. 

Ak9,1,a-A,LAA, 

P MAKEHAM 
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• 	MINISTERIAL SPEAKING ENGAGEMENTS AS AT 24 FEBRUARY 1984 

DATE 	 MINISTER 	 OFFICIAL SPEECHES 
	

PARTY SPEECHES 
1984 	 AND MEDIA APPEARANCES* 

CHX OTHERS 

MARCH 

Week 5-11 
Thurs8 	 EST 	Cons Euro Candidates 

Week 12-18 

Tucs 13 	 CHX 
	

Budget 
Thurs 15 	 CHX 

	
*Jimmy Young 

Sat 17 
	

FST 
	

Esher C A 
Sun 18 	 CHX 

	
*Weekend World 

Week 19-25 

Week 20-01 Apr 

Wed 28 	 CST 
Fri 30 	 MST 
Fri 30 	 CHX 
Fri 30 	 CHX 

APRIL 

Devon Soc of Accountants 
Manchester Industrialists 

Carshalton CA 

M Lennox-Boyd MP 

Week 2 -8 

Tues 3 	 CHX 	 1900 Club 
Wed 4 	 CST 	 Cons Small Business 
Fri 6 	 CHX 	 British Shoe Corp 
Fri 6 	 CHX 	 Claybrooke Rectory 

Week 9-15 

Mon 09 
Tues 10 
Tues 10 
Wed 11 
Thurs 12 
Thurs 12 

Week 16-22 

CHX Internat. Assoc. Energy Economists 
FST 	Assoc Ec Reps London 
MST 	Drinks Marketing Club 
CST 	Royal Coll Defence 
CST 	 Cons Ind Fund 
FST 	 Pimlico C C 

Mon 16 	 CHX 	 CPC (City) 
Tues 17 	 FST 	IOD 
Wed 18 	 CHX 	 EEF 

Week 23-29 

Week 30 - 6 May 

Mon 30 	 CST 	 Westminster YC 



MAY • 

Tues 1 	 CHX 	 Richard Ott away MP 
Fri 4 	 CHX 	 Trial of the Pyx 

Week 7-13 

Wed 9 	 CHX 	 Scottish Cons Party 
Wed 9 	 CST 	 Cons City Industrial Liaison Coun 
Sat 12 	 MST 	 Mr Syedian 

Week 14-20 

Mon 14 	 CST 	Inst Ch Accountants 
Wed 16 	 CST 	Institute of Taxation 

Week 21-27 

Wed 23 	 CHX 	 CBI 
Wed 23 	 CST 	 Carlton Club 

Week 26-3 June 

Wed 30 	 CHX 	 Top Hole Club 

JUNE 

Week 4-10 

[Fri 8 - Sun 20 	 [Economic Summit] 

Week 11-17 

Mon 11 	 CHX 
11-22 	 CHX 	 Mais Lecture 
Wed 13 	 CHX 	 Assoc American Correspondents 
Fri 15 	 CST 	EEF 

Dr Rhodes Boyson 

Week 18-24 

Tues 19 	 CHX 	 Thirty Club 

Week 25 - 1 July 

Wed 27 	 CHX 	 Benton/Bowles Lunch 

JULY 

Week 2-8 

Mon 2 	 CHX 	 Exxon 

Week 9-15 

Tues 10 	 CST 	SOLACE 
Wed 11 	 CHX 	 M Macmillan 
Wed 11 	 CST 	Heating/Ventilating Contractors Assoc 



Week 1112 

Tues 17 	 CHX 
Wed 18 	 CHX 

Week 23-29 

Week 30 - 4 Aug 

AUGUST 

Week 6-12 

Week 13-19 

Week 20-26 

Week 27-2 Sept 

SEPTEMBER 

Week 3-9 

Week 10-16 
Wed 12 	 CHX 	 Abbey National 

Week 17-23 

Week 24-30 

Mon 24 CHX IMF 

OCTOBER 

Tues 18 	 CHX 	 Mansion House 

NOVEMBER 

[Autumn Statement] 
Fri 2 	 CHX 	 IOD Leicester 

Cons Ind Fund 
Selsdon Group 

Mon 26 	 CHX 	 Portcullis Club 

DECEMBER 

Tues 11 	 CHX 	 IOD 

1985 

JANUARY 

Wed 23 	 CHX 	 John Lee 

§EPTEMBER 

Mon 9 	 CHX 	 Int Fiscal Assoc 

Date to be arranged  

CHX 
	

Deutsche Gesellshaft 
EST 	National Fed Self Employed 

CHX 
	

Conservative Party Dinner 



The National Union of Conservative 
and Unionist Associations 
32 Smith Square Westminster London SW 1P 3HH 
Tel. 01-222 9000 Telex 8814563 
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7th March 1984 

Please reply to : 

39/40 St. James's Place, 
LONDON, SW1 

Tel : 01 - 493 3178 

This is just to confirm our telephone conversation 
of the other day and that we have booked dinner with the 
Chancellor on the 26th June. 

The dinner will he helci in the Disraeli Room 
of the Carlton Club. Timing will be 7.00 for 7.30 pm. 
The dinner will hopefully be over by about 8.40 pm and I 
will then introduce the Chancellor, ask him to speak on 
a particular subject and then be available to answer questions 
from upwards of 20 businessmen who will be present. 

We will need the pleasure of his company until 
about 10.30 pm to make it a worthwhile discussion. 

Ms. D. Young 

President: RI HON SIR GEOFFREY HOW F QC MP 
Chairman: FLIER LANE JP Vice-Chatrmen: DAME PAMELA HUNTER DBE SIR BASIL FELDMAN PATRICK LAWRENCE CBE 

Chatrman of Executive Committee: SIR RUSSELL SANDERSON Secretary: ALAN SMITH 
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The National Union of Conservative 
and Unionist Associations 
32 Smith Square Westminster London SW1P 3HH 
Tel. Ii0A960() Telex 8814563 

I recently had a meeting with Willie Whitelaw 
to see if I could be of any help in his additional 
responsibilities of coordinating Government information. 
As a result, he has asked me to visit him from time to time. 

You may know that over the past few years, I 
have organised and hosted over 30 working dinners to enable 
Ministers to meet opinion formers and other interested 
parties in their particular sphere of responsibility. 
They have covered a wide range of subjects, including British 
Industry, the Arts, Sports, Trade Unions, Design, the National 
Health Service, problems of young people, the Common Market 
and Taxes. 

Willie suggested that I should contact you to see if you 
would be the guest of honour at a dinner to meet Managing 
Directors or owners of medium or smaller businesses. Although 
you must have regular  c7=TrTITTT7T'tArger  companies and 
with the City, businessmen from the smaller companies may 
not have the same access to you. 

I write to ask you, in principle, whether you 
will be agreeable to do this, and then I can ring your Diary 
Secretary to arrange a convenient date, obviously well after 
the Budget. 

Normally I invite up to 20 people to a private room 
at either the Carlton Club or ,Lookekets, at 7.00 pm for 7.30 pm. 

/continued 	 

President: RT HON SIR GEOFFREY HOWE QC MP 
Chairman.' PETER LANE JP Vice-Chairmen: DAME PAMELA HUNTER DBE SIR BASIL FELDMAN PATRICK LAWRENCE CBE 

Chairman of Erecutiye Committee: SIR RUSSELL SANDERSON Secretary: ALAN SMITH 
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Dinner is normally over by 8.40 pm and I 
then introduce the guest of honour and we have 11/2 hours 
or so for discussion. 

This has proved to be an extremely valuable formula 
over the years, and I look forward to hearing from you as 
and when convenient. 

The Rt. Hon. Nigel Lawson, MP 
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SPEECH BY LORD WHI1ELAW TO MEMBERS OF THE EUROPEAN PARLIAMENT 

KENSINGTON, 7 March 1984 

You have invited me this evening to speak to you about the political 

situation at home. We have always said that we would need al, 

least two Parliaments to carry through our large and ambitious 

programme. Our aim was completely to turn the tide with which 

this country was drifting, and that cannot be done quickly. In 

the first Parliament, we laid the solid foundations for change. 

In the second Parliament we are going to build upon those same 

solid foundations. 

The resounding majority we were given in last May's Election 

showed clearly that we have the country's support for that 

consistent strategy. We will not let the voters down through a 

failure of will or determination to do what we always promised. 

Can I take you back to the purposes for which this Government was 

re-elected, with that stunning majority? It was carry through the 

restoration of: 

our individual responsibility; 

our economic fortunes; and 

our authority in the world. 

And this Government is working hard - and successfully at all 

three. Already it has brought about a remarkable change on all 

three fronts. Let us take them in order. 

First, restoring individual responsibility 

You know as well as I that the Government took office in 1979 
with the country in such a state that procrastination had been 

redefined: never do for yourself today what the State will do 

for you tomorrow. Under Socialism, we had become a largely 

1 



dependent nation rather than the independent, self-reliant people 

we British have always been. You know that this Government has 

stopped that rot. You know that this Government is pursuing policies 

which seek to give people the opportunity to manage their own 

lives and to retain more of the rewards from their own efforts, 
skills and enterprise. 

This is because this Government believes in our people,- in the 

overwhelming power of a free people making their own way in the 

world and building for their future and that of their families. 

This leads me to the second task we were re-elected to carry out: 
to restore our economic fortunes. 

We acquired responsibility for a country in which the whole 

tendency was to spend what had yet to be earned - to mortgage 

the future. Today Britain is a place where we earn our keep - 

where we create wealth first and spend it later. 

Public expenditure is under control, We are borrowing 

proportionately less than any other country in Europe. We have 

paid off a lot of international debt. Industrial efficiency is 

rising. Our goods are more competitive. We are creating the 

wherewithall for a better life. 

And inflation has been driven down to its lowest level for more 

than a decade. We aim to get it lower - and keep it lower - 

and make sound money a reality. 

At the same time we are following the only route to lower 

unemployment - the creation of a vigorous risk-taking competitive 

society which provides new jobs through its ability to produce 

goods and services which people want to buy - and buy again and 

again. 



• • 
This is the practical, wealth-creating way of discharging our 

responsibilities to the sick, the disabled, the aged and the 

infirm. It is one thing to feel compassionate. It is entirely. 

another thing to practise compassion. But that is what this 

Government intends to safeguard its ability to do. 

And so we come to the third task the Government was elected to 

carry out: to restore our authority in the world. 

Under Margaret Thatcher our international stock has risen and 

continues to rise. This is because under her leadership, the 

world knows where Britain stands - four square for plain speaking 

and plain dealing. And that goes for the Western Alliance, for the 

European Community and for the Soviet Union and Eastern Europe. 

We are a loyal ally, a positive partner and not least a resolute 

defender of our way of life, though determined to find a way of 

living in peace with the Communist bloc. 

This then is the kind of Britain Mrs Thatcher's Conservative 

Government has wrought in less than five years. There is still 

much to do, and this Government is going to do it. 
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SPRECH BY LORD WHITELAW TO MEMBERS OF THE EUROPEAN PARLIAMENT 
KENSINGTON, 7 March 1984 

You have invited me this evening to speak to you about the political 
situation at home. We have always said that we would need at 

least two Parliaments to carry through our large and ambitious 

programme. Our aim was completely to turn the tide with which 

this country was drifting, and that cannot be done quickly. In 

the first Parliament, we laid the solid foundations for change. 

In the second Parliament we are going to build upon those same 

solid foundations. 

The resounding majority we were given in last May's Election 
showed clearly that we have the country's support for that 

consistent strategy. We will not let the voters down through a 
failure of will or determination to do whaL we always p.vomised. 

Can I take you back to the purposes for which this Government was 

re-elected, with that stunning majority? It was carry through the 
restoration of: 

our individual responsibility; 

our economic fortunes; and 

our authority in the world. 

And this Government is working hard  -  and successfully -7. at all 

three. Already it has brought about a remarkable change on all 

three fronts. Let us take them in order. 

First, restoring individual responsibility  

You know as well as I that the Government took office in 1979 
with the country in such a state that procrastination had been 
redefined: never do for yourself today what the State will do 

for you tomorrow. Under Socialism, we had become a largely 



dependent nation rather than the independent, self-reliant people 

we British have always been. You know that this Government has 

stopped that rot. You know that this Government is pursuing policies 

which seek to give people the opportunity to manage their own 

lives and to retain more of the rewards from their own efforts, 
skills and enterprise. 

This is because this Government believes in our people,- in the 

overwhelming power of a free people making their own way in the 

world and building for their future and that of their families. 

This leads me to the second  task we were re-elected to carry out: 
to restore our economic fortunes. 

We acquired responsibility for a country in which the whole 

tendency was to spend what had yet to be earned - to mortgage 

the future. Today Britain is a place where we earn our keep - 
where we create wealth first and spend it later. 

OL.i Li p...4 4 t1.4 
4 Public expenditure is under control, We are borrowing 
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rising. Our goods ..X0"-e more competitive. We are creating the tvot 
wherewithall for a better life. 

And inflation has been driven down to its lowest level for more 

than a decade. We aim to get it lower - and keep it lower - 
and make sound money a reality. 

At the same time we are following the only route to lower 

unemployment - the creation of a vigorous risk-taking competitive 

society which provides new jobs through its ability to produce 

goods and services which people want to buy - and buy again and 
again. 

• 
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This is the practical, wealth-creating way of discharging our 

responsibilities to the sick, the disabled, the aged and the 

infirm. It is one thing to feel compassionate. It is entirely. 

another thing to practise compassion. But that is what this 

Government intends to safeguard its ability to do. 

And so we come to the third task the Government was elected to 

carry out: to restore our authority in the world. 

Under Margaret Thatcher our international stock has risen and 

continues to rise. This is because under her leadership, the 

world knows where Britain stands - four square for plain speaking 

and plain dealing. And that goes for the Western Alliance, for the 

European Community and for the Soviet Union and Eastern Europe. 

We are a loyal ally, a positive partner and not least a resolute 

defender of our way of life, though determined to find a way of 

living in peace with the Communist bloc. 

This, then, is the kind of Britain Mrs Thatcher's Conservative 

Government has wrought in less than five years. There is still 

much to do, and this Government is going to do it. 
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SPEECH BY LORD WHITELAW TO MEMBERS OF THE EUROPEAN PARLIAMENT 
KENSINGTON, 7 March 1984 

You have invited me this evening to speak to you about the political 

situation at home. We have always said that we would need at 

least two Parliaments to carry through our large and ambitious 

programme. Our aim was completely to turn the tide with which 

this country was drifting, and that cannot be done quickly. In 

the first Parliament, we laid the solid foundations for change. 

In the second Parliament we are going to build upon those same 

solid foundations. 

The resounding majority we were given in last May's Election 
showed clearly that we have the country's support for that 

consistent strategy. We will not let the voters down through a 
failure of will or determination to do what we always promised. 

Can I take you baok to the purposes for which this Government was 

re-elected, with that stunning majority? It was carry through the 

restoration of: 

our individual responsibility; 

our economic fortunes; and 

our authority in the world. 

And this Government is working hard - and successfully -_-_ at all 

three. Already it has brought about a remarkable change on all 

three fronts. Let us take them in order. 

First, restoring individual responsibility 

You know as well as I that the Government took office in 1979 
with the country in such a state that procrastination had been 

redefined: never do for yourself today what the State will do 

for you tomorrow. Under Socialism, we had become a largely 



dependent nation rather than the independent, self-reliant people 

we British have always been. You know that this Government has 

stopped that rot. You know that this Government is pursuing policies 

which seek to give people the opportunity to manage their own 

lives and to retain more of the rewards from their own efforts, 
skills and enterprise. 

This is because this Government believes in our people.- in the 

overwhelming power of a free people making their own way in the 

world and building for their future and that of their families. 

This leads me to the second  task we were re-elected to carry out: 
to restore our economic fortunes. 

We acquired responsibility for a country in which the whole 

tendency was to spend what had yet to be earned - to mortgage 

the future. Today Britain is a place where we earn our keep - 
where we create wealth first and spend it later. 

' Public expenditure is under control, We are borrowing 

proportionately less  than any other country in Europe. We have 
paid off a lot of international debt. Industrial efficiency is 

rising. Our goods are more competitive. We are creating the 
wherewithall for a better life. 

And inflation has been driven down to its lowest level for more 

than a decade. We aim to get it lower - and keep it lower - 
and make sound money a reality. 

At the same time we are following the only route to lower 

unemployment - the creation of a vigorous risk-taking competitive 

society which provides new jobs through its ability to produce 

goods and services which people want to buy - and buy again and 
again. 



This is the practical, wealth-creating way of discharging our 

responsibilities to the sick, the disabled, the aged and the 

infirm. It is one thing to feel compassionate. It is entirely. 

another thing to practise compassion. But that is what this 

Government intends to safeguard its ability to do. 

And so we come to the third task the Government was elected to 

carry out: to restore our authority in the world. 

Under Margaret Thatcher our international stock has risen and 

continues to rise. This is because under her leadership, the 

world knows where Britain stands - four square for plain speaking 

and plain dealing. And that goes for the Western Alliance, for the 

European Community and for the Soviet Union and Eastern Europe. 

We are a loyal ally, a positive partner and not least a resolute 

defender of our way of life, though determined to find a way of 

living in peace with the Communist bloc. 

This, then, is the kind of Britain Mrs Thatcher's Conservative 

Government has wrought in less than five years. There is still 

much to do, and this Government is going to do it. 
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DRAFT SPEECH FOR THE HOME SECRETARY TO THE NCVO 

It is a great pleasure to be asked to address your Convention. 

I know that this is the first time for many years that the NCVO 

has run a residential conference of this kind for those involved 

with voluntary organisations. I am sure that you are right 

to decide to look at the four major topics which you have chosen. 

Each in its way is central to your members' concerns. 

I would like brommy-1.-4444*-4is to begin by saying a word or two 

clQ 
and necessaty only a word or two - on each of these topics. 

I want then to set out briefly what I regard my and the Government's 

objects as regards voluntary bodies should be. I shall then outline 

what seem to me the challenges and the opportunities which we all 

currently face. And, finally, I shall - with, I hope, due care 

and circumspection - suggest how we should all try to take forward 

our thinking, policies and plans in the months and years ahead. 

The first of your four topics is the family and community care. 

Commitment to those members of our own families who cannot care 

for themselves and - by extension - commitment to the very young 

and the very old - in fact, to all who cannot cope by their own 

devices - has been the mainspring of voluntary activity throughout 

the ages. Care in - rather than out of - the community has received 

increased emphasis in recent years. Not so much because of 

resource contraints - though resource contraints there have 

undoubtedly been. But also because the human and social 
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advantages of caring for the elderly in their own or their families' 

homes, caring for children at risk through fostering in other people's 

homes, caring for and resettling ex-offenders within the community - 

all these have come rightly to be valued in their own right. 

Voluntary organisations, with or without assistance from Government, 

have a role in supporting and encouraging those trends - and it 

is a role which they have fulfilled with determination and 

imagination. You will certainly want to discuss how you and we 

can best work together to harness and make more effective the 

work which is performed or planned in this area. 

Secondly, you are to discuss your role in reviving communities. 

Here too, you have chosen a topic which concerns us all. The 

days have long gone when Governments and social engineers believed 

that uprooting and dispersing communities in the name of progress 

was a recipe for social and economic improvement. In all too many 

of our cities, here and abroad, we see that it has had the 

opposite effect. The emphasis is rightly now on sustaining and 

strengthening existing communities in both rural and urban 

environments. No one could be more conscious of this than I. 

Community involvement is at the heart of so many of our policies 

in the sphere of criminal justice. We and the police have been 

encouraging local neighbourhood watch schemes, local crime 

prevention panels and local crime prevention plans. 



3 

I have sought to give a new momentum to initiatives aimed at helping 

the victim of crime. ,Support for local victim support schemes is 

a part of this. The initiative is and must be local: but by 

increasing to [ ] a year our grant to the NAVSS, central government 

is helping them to perform their work. I should also like to mention 

NACRO's 46 schemes aimed at helping local people reduce crime 

and vandalism in their council estates. This is, therefore, 

an area in which both we in the Home Office and you, the voluntary 

bodies, are already closely involved and for which all new ideas 

and suggestions are welcome. 

Your third topic is voluntary organisations and work. I shall 

say a little more later about the dramatic growth in government 

funding for and voluntary sector involvement in training anu job 

creation. One of the areas in which much thinking still remains 

to be done - or at least much realistic thinking - is 

about the long-term implications of social and economic change on 

work. I hope and believe that few now seriously fall foul of the 

'lump of labour' fallacy whereby it was thought that a fixed 

amount of work existed to be done and that the job of government, 

unions and others was simply to share it out - something which 

technological change was bound to make more difficult. But the: 

explosion of that illusion 	does not in anyway detract from the need 

to consider how vpiuntary effort can both contribute to and gain 

from future changes in employment patterns. This is clearly a 



subject which needs fuller, serious thought. 

Finally, you will discuss voluntary organisations in a multi-racial 

society. I think that we should all, whatever our political 

viewpoints, seek to avoid the trap of believing that voluntary 

orgnaisations can best contribute to progress in this area 

by crpaigning rather than by practical action. Our aim should 

be to provide the practical social and economic opportunities 

which a racially just society requires. In particular, I am 

sure that deprivation and discontent in our ethnic minority 

communities will never be effectively tackled until the members 

of those communities themselves are more closely involved in 

tackling them. A question which, therefore, should concern both 

Government and voluntary bodies together is: how are we to ensure 

that more members of the ethnic minorities themselves become 

involved in and indeed direct voluntary effort? 

I should like now to tell you briefly what I consider the Government's 

role should be. And let me add that the Home Office, through its 

Voluntary Services Unit, is the lead Department in these matters: 

although it is, of course, through other Departments that most 

Government funding is channelled. 

Let me begin by making a vain protest - no less vain because I do 

not intend in what follows even to abide by myself. It is against 

the notion of a 'voluntary sector'. Your great virtue - and it 

4 ,  

is one that we should all recognise - is that you are in fact nothing 



like a 'sector'. On the one hand, there is no particular unidentifiable 

group of functions which you should be performing come what may. 

On the other, you are not there to pick up the tab when government 

spending has to be reduced. Some voluntary organisations are 

heavily government funded; some not at all. Some are national, 

or international; some are purely local. Some are charitable 

bodies; some not. Some are popular and find it easy to attract 

private or corporate donations; others do not. I recognise, as 

does the Government as a whole that your strength and vitality 

lie not least in your diversity - and that is something which we 

all have an interest in preserving. 

That is not just rhetoric. Far from it. 	It —sJa.,am,s. that the 

relationship between voluntary bodies and government will change 

with time. And it means too that that the relationship will be 

radically different depending on a voluntary body's objectives. 

Some voluntary bodies perform functions which the state would, 

in all probability, otherwise have to perform. That does not mean 

that government necessarily subsidises  them to do so. The RNLI 

is an obvious example. 

Some of these bodies, however, directly fulfil objectives set by 

government - and do so on what is in effect an agency basis. 
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The Community Programe has greatly extended the area of voluntary 

activity in which this is the case. 

Some voluntary bodies enjoy the fiscal benefits of charitable 

status. As a result, they have to satisfy the criteria of 

the Charities Commission and the Inland Revenue in what they do. 

Far the greatest amount of voluntary activity, of course, is 

unmapped, undramatic, and almost - at least by Government - 

unseen and unknown: and it is certainly no worse for that. 

The policies which Government should pursue towards voluntary 

bodies of so many different sorts standing in so many different 

relationships with it and each other will, therefore, never be 

set in concrete. But, broadly speaking, they are I suggest, 

as follows. 

It should be our aim in Government to create the conditions in 

which a healthy and independent voluntary sector ( forgive the 

word ) can develop. This has implications for both economic policy 

and for fund raising which I shall come to shortly. Our aim should 

be to give whatever encouragement we can to the notions of 

volunteering 	of self-help  and t community's help for others - thouh there 

will always be healthy limits on what policians should preacn 

ers in these matters. We should certainly seek to create a 



workable partnership between the public sector and the voluntary 

sector in the provision of services to the community. Sometimes 

that will be a partnership between central government and voluntary 

bodies. Sometimes - far more than in the past - it will be a 

partnership between local government and voluntary bodies. 

Sometimes it will be a tri-partite relationship. I believe 

also that it should be a priority for all of us to ensure that 

the business community is more often a partner in that relationship 

too. 

In government, we have a duty both to the tax payer and to the 

'customers' - if I can call them that - of the voluntary bodies 

which receive public funds to see, first that we are clear and 

correct about our priorities in setting objectives and, secondly 

that these objectives are efficently and effectively met. 

It is worth turning aside at this point briefly to record how 

great the commitment of government funds to voluntary bodies by 

one route or another is. Between 1979 - 80 and 1983-84 total 

government (including MSC) funding of voluntary bodies increased 

by [ ] percent 	[cash figure]. That compares with a rise in prices 

of [ ] percent. The biggest increase in funds has been channelled 

through' the Department of Employment and of the MSC, whose total 

funding to the voluntary sector over that period has risen by 

1 percent [cash figures J. There has also, of course, been a 
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large increase channelled through the Urban Programme and local 

authorities in funding for voluntary bodies, many of which are 

directly concerned with the needs of the ethnic minorities. 

Between 1979-80 and 1983-84 the urban programme rose from [ ] 

t or 	J 
I am sure that there is much still to do in seeking new forms 

of and opportunities for partnership  between the public and the 

voluntary sectors. There are some well known and valuable 

initiatives in the Health and Personal Social Services area. 

A 'pound for pound' scheme, for example, was set up offering 

up to £1,000,000 pounds of government money for local projects 

to provide alternative forms of care for mentally handicapped 

children who are at present in hospitals. Ei million was 

given to the appeal fund for the rebuilding of Stoke Mani, ville 

Spinal Injuries Unit. 	Up to £800, and 915■' hundred pounds a 

year for three years has been committed to the trust - Ln which 

the voluntary sector (the Spastics Society) is providing [  -  ] 

which is to run 1:adworth Court, the children's hospital which was 

due to close. The Opportunities for Volunteering Scheme r.o enable 

unemployed becple to undertake voluntary work in the health and 

personal social services was started in 1982-83. Some 

pounds is available in 1983-84 in grants to local voluntary 

projects thron a network of 16 national voluntary organisations 



to promote such work. And, finally, may I take a Home Offine 

example. The number of places in hostels providing and running 

facilities for the care and rehabilitation of offenders has 

increased from 	] in 1979 -80 to some [ ] now. 

I come now to those 'challenges and opportunties' which I 

mentioned earlier on. Let us be quite frank about the nature of 

the challenge. In the 1960s and the first half of the 1970s 

it was possible to imagine that economic growth would allow the 

pursuit of often apparently irreconciable objectives. Public 

spending could be allowed to grow and taxation, interest rates 

and inflation could at the same time be restrained, because economic growth - 

so it was believed-would continue at a high rate. Monetary and 

fiscal laxity were permissible, so it was thought 

because, 	demand led growth of output would itself counter 

inflationary tendencies and effects. In the United States the 

'Great Society' prevailed. In Britain, our dreams, if not our 

achievements, were just as ambitious. 

In retrospect, that period is seen to be not a norm, but an 

abArt:'ation. Policies to curb public spending, borrowing and monetary 

growth are here to last. It is now the international consensus 

that governments cannot spend and borrow their way to growth and 

employment. 

/The 
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The implications of this for voluntary bodies have been slowly, 

fitfully and still only imp—fectly grasped. It is now evidently 

true - as it arguably always should have been - that central 

government must take a clear view of priorities in the allocation 

of public funds to voluntary bodies. It is also true that 

central government will have a clear, direct interest in the 

efficiency -and effectiveness with which those funds are committed. 

On the other hand, the policy and practice of limited government - 

rather than of government which seeks to squeeze, mould and direct 

voluntary effort into some grand social plan - provides new 

opportunities tor voluntary activity. 

This is so in three ways. 

First, this provides an opportunity for voluntary bodies to avoid 

becoming enmeshed in political controversy. The Government's 

position on this has sometimes been4 

misunderstood. The fact is that it is in the interests of 

voluntary bodies themselves to avoid becoming so involved in 

political campaigning - however broadly that is defined - that 

they lose their credibility with and so the confidence of the 

general public. Some local authorities have used their grant giving 

powers for blatantly political ends. Voluntary bodies have 

nothing to gain from that. They have everything to gain by 

harnessing the voluntary spirit of private individuals and companies 

to their own cause. 

/Secondly, 
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Secondly, the new climate means that Government has been prepared 

to look far more favourably on fiscal measures to encourage 

giving to voluntary bodies. Charities are now receiving [E75m] 

a year advantage from the tax changes introduced in this 

Government's budgets. The most important changes came in the 

1980 budget. But they have been extended subsequently too. 

In 1980, we reduced the period (from six to three years) 

for charitable covenants. We introduced higher rate relieve 

for convenanted payments to charities. We increased the CTT 

exemption limit on gifts to charities. And we made other 

significant changes too, developed in future years. The full 

effect of these and later reforms has not as yet been fully felt. 

Thirdly, the new political, social and economic climate has 

provided new opportunities for fund raising by voluntary bodies, 

quite unrelated to specific 	fiscal privileges. The British 

economy has now embarked on sustainable, non-inflationary 

economic recovery. That fact itself offers far greater benefits 

to voluntary bodies at every level of our national life then would 

the prospect of increased public spending. The challenge now 

and it is one which is of crucial importance to all of us - is to 

make the best of these new conditions. 
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That undoubtedly means reversing a trend. Between 

1975-76 and 1980-81, the latest edition of 

'Social Trends' shows, the aggregate real value of 

donations to charities fell by almost 50%. Over 

that period, charities' real investment income fell 

by 6%, offset by an increase of 30% in the real 

value of fees and charges. But the really significant 

increase was of 77% in the value of indirect support 

for charities from statutory authorities. As a result 

of these changes, the proportion of charitable 

activity financed by voluntary contributions fell from 

29% to 14%, while the proportion of resources derived 

from statutory sources - ie basically Government - rose 

from 7% in 1975-76 to around 12% in 1980-81. 

I hasten to say that these figures, though revealing, 

do not reveal everything. They do not reveal the full 

effect of the changes which were made to encourage 

charitable giving in the 1980 Budget. And they do 

not reveal the effects of a combination of high inflation 

and recession, which discouraged individual and corporate 

donations. 

However, I have no doubt that over the years there has 

been a tendency - entirely pragmatic and understandable - 

to believe that directly or indirectly Government, in 

some form or other, was more likely to provide new 

voluntary sector resources than was the private sector. 

To the extent that this has been true it has also been 

/damaging. 



damaging. As anyone involved in the humblest local 

voluntary organisation can confirm, seeking funds 

from individuals is more than just financially rewarding. 

For it strengthens community links and fuels new 

enthusiasm and a new support. Similarly, it may well 

be that larger voluntary organisations - local and 

regional as well as national or international ones - 

could gain more than they currently do from businesses 

in cash, in advice, in expertise, in contacts, sometimes 

in seconded personnel. 

In the United States, which admittedly has a different 

tax structure from ours, voluntary bodies draw far 

more than here on corporate funds and other corporate 

support. In Britain, by contrast, company giving 

constitutes only about 5% of all charitable giving 

and represents under 2% of the total income of charities. 

Prompted in part by changes in the tax regime, over 500 

business secondees are now working with voluntary totes. 

But most of these are contributing through enterprise 

agencies 	other means to economic rather than more 

purely social objectives. I have no doubt that there 

are many more ways in which voluntary bodies and business 

can work together. On the one hand, businesses in Pritain 

are ccmin to realise that they, not just Government, 

central or local, have an interest in supporting the 

social mi economics infrastructure within which they 

operate. On the other hand, voluntary bodies too, not 

least prompted by the efforts of the NCVO, are beginning 

/to look 



to look more towards business and less towards the public 

sector. These changes may be disturbing, even painful 

in a period of recession. But the economic and fiscal 

climate is changing fast and voluntary bodies have a 

strong reason to take full advantage of it. 

The most recent Budget made changes which will have 

long-term beneficial effects on giving to the voluntary 

sector - and it did so not through tax breaks but through 

tax reforms and tax cuts. The higher rates of income 

tax and the worst features of capital taxes were dealt 

with before the last election. It is on corporate taxation - 

the other main fiscal consideration for those who are most 

likely to give to charities - that the Chancellor concentrate 

this time. Corporation tax rates will be cut - the main 

rate from 52% to 35% by 1986 and the small companies 

rate from 38% to 30% this year. And the National Insurance 

Surcharge will be ended. Both will help company profits. 

Similarly the investment income surcharge's abolition 

will help create a fiscal climate in which donors and 

voluntary workers alike - many of whom are retired, 

relatively well-off people who pay ITS - will be more 

willing to contribute. 

The biggest changes favouring the voluntary sector are, 

however, not fiscal ones but rather changes in the 

performance of the real economy stemming principally 

from the fall in inflation and in inflationary 

expectations. Company profits have been rising fast. 

• 
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Industrial and commercial companies' profits in 1983 

were about 20% higher in real terms than in 1979. 

The latest CBI March Survey, just released, is the 

most optimistic for 5 years. Companies are under less 

financial pressure: the time is ripe to approach them 

with well thought out proposals for closer collaboration 

and greater assistance. 

Nor should it be believed that economic change is 

of potential benefit only to the larger voluntary 

bodies which most easily look to corporate giving. 

For lower inflation and lower inflationary expectations - 

that is, less fear about tomorrow's price rises - have 

also generated a surge of consumer spending up and down 

the country. Consumers' real spending in 1983 was 4% 

up on 1982 and it continues at a high level. When 

people spend they are also likely to give. There are 

a host of ways, some traditional and some new, in which 

local voluntary bodies can draw on higher real personal 

disposal incomes. I hope that the opportunity will not 

be missed. 

Finally, what about the future? How can voluntary bodies 

seize the advantages which are offered them? 

This, of course, is ultimately something which you 

rather than I must answer. But I am sure that in the 

years ahead voluntary bodies must seek to involve in 

their activities, as workers, advisers, agents and donors, 

• 
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a wider cross-section of the population than they have 

in the past. 

For example, they must look to the workplace not just 

to the home when raising funds and elicitClupport. 

Payroll giving is widespread in the United States. I 

have no doubt that it could, particularly in today'a 

economic climate, become widespread here. The NCVO 

have, I know, sponsored a number of pilot projects in 

Hampshire, Humberside and Merseyside to test out how 

effective regular, covenanted work force contributions 

could be in conjunction with existing fiscal reliefs 

in providing new funding for voluntary bodies. [I 

am able to announce today that we in Government are 

prepared to set this particular ball rolling in the 

public sector, by making possible payroll giving within 

the Civil Service (expand)]. 

There has been a good deal of misplaced gloom about 

voluntary activity in the years ahead. This is 

certainly unjustified. Voluntary bodies do not 

ultimately depend on any particular structure of local 

or national government, but rather upon themselves, 

upon donors and workers and upon the economic and 

social climate in which they exist. Today's social 

and economic climate is right for a long-term increase 

in voluntary activity. I know that all of you, with 

the Government, are determined to ensure that this 

opportunity is fully grasped. 
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PS/CHANCRLLOR (MISS O'MARA) 	 cc Mr Monger 
Mr Rayner 
Mr Martin 

DRAFT SPEECH FOR THE HOME SECRETARY TO THE NCVO 

I only received my copy of this draft speech at noon today. 

Here are a few quick comments on the paragraphs relating to tax 

on pages 11 and 14. 

There are some inaccuracies in the first paragraph on page 11, 

and some quite important changes are not mentioned. We would suggest 

a redraft on the following lines: 

"Secondly, the new climate means that the Government has been 

prepared to look far more favourably on fiscal measures to Mr-,..3L 

encourage giving to voluntary bodies. 	Charities are now 

recieving over E40 million a year direct benefit from the 

tax changes introduced in this Government's Budgets. 	The most 

important changes came in the 1980 Budget. 	We reduced the 

minimum period for charitable covenants from six to three 

years. 	And we introduced higher rate income tax relief for 

convenanted payments to charities. 	In 1982 we exempted all 

transfers to charity from stamp duty. Last year we exempted 

all outright gifts to charities from capital transfer tax. 

We also made the costs of seconding employees to charities a 

tax-deductible expense. 	In this year's Budget we have 

extended this concession. The  full effect of these and other 

reforms has not as yet been fully felt." 

We are checking the 	million figure with the Revenue (it is based 

on some calculations done by FP following last year's Budget). 

I am not very happy with the main paragraph on page 14. It makes 

rather too much of changes which will have only a very indirect - 

if any - effect on "giving to the voluntary sector". 	I would like 

to see it deleted. 	The thought might still be retained by inserting 

a sentence or two into the first paragraph on page 11 along the 

following lines: 
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"Quite apart from these changes, all of which affect 

charities directly, voluntary bodies shall benefit indirectly 

from the measures already taken  -  or proposed in the most 

recent Budget  -  to reduce tax rates, including the higher 

rates of income taxand the investment income surcharge, 

and encourage the flow of savings and investment." 

1 10 
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All Government can do is set the climate for change and innovation. 
In the recent past management spent 90 percent of its time totally 
absorbed in industrial relations matters and the remaining 10 percent 
was concerned with taxation. The Government's previous term set the 
climate for change in industrial relations matters and the recent 
Budget coped with the tax problems. Now management can start to think 
about innovation and new jobs. 



 

	 CONSERVATIVE POLITICAL CENTRE 
32 SMITH SQUARE  •  WESTMINSTER  •  LONDON SW1P 3HH 
TELEPHONE: 01-222 9000 

The Rt Hon Nigel Lawson, MP 
Chancellor of the Exchequer 
The Treasury 
Parliament Street 
LONDON 
SW1P 3AG 6th April 1984 

Meeting in City of London on Monday 16th April 

We are looking forward very much to your visit to the City of London on 
Monday 16th April, to talk to City workers and others about the Budget and 
the Finance Bill. 

We have already sold more tickets than there are seats, so we should have a 
capacity audience of 400 at the meeting. 

I understand from your secretary that you will almost certainly come in 
your official car, but if there are any problems about transport please let 
me know. The meeting is timed to start at 5.30 p.m. in the Accountants' Hall, 
Moorgate Place, EC2. I enclose a ticket with a map on the back. 

We would like you to speak for about twenty minutes, followed by questions 
from the floor until 6.45 p.m. We hope very much that you will be able to 
stay on for a short while afterwards to meet some of the audience in the Bar. 

Peter Brooke will be introducing you, and for the question-and-answer session 
Bill Stuttaford will take the chair. A vote of thanks will be given by 
Sir David Nicolson, MEP. 

The press have been invited, although from past experience they rarely come. 
However if you would like to issue a handout through Central Office, T. am 
sure that this will produce some publicity. 

Please let me know if there is any other information you would like. I 
will be in touch with Adam Ridley early next week. 

Ent 

David Mn pp 
Director: 

k. APR 384 
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DRAFT SPEECH FOR CHANCELLOR TO CPC 16 APRIL 

Mrs Thatcher's first government will be long remembered 

for its success in bringing down inflation. Inflation in 

Britain had been rising steadily almost since the Second 

World War. Under each successive government of either party, 

since 1951, the inflation rate rose higher than it had been 

before. The achievement of our first period of office was 

to reverse that trend, so that for the first time in many 

years the average rate of inflation under that government 

was lower than the average for the previous government. 

When I came to frame my budget, I was acutely aware of that 

achievement and of the responsibility that we bear in this 

government, not to jeopardise that remarkable success. So 

the very first judgement that I needed to make concerned 

the appropriate monetary targets, and the appropriate fiscal 

stance. I had to begin early on with a clear impression of 

what it would be right and prudent for the government to 

aim to borrow. It was only having done that, that I could 

allow myself to think about what changes in taxes would be 

desirable, and how they could be achieved. 

You will all know of the government's determination to 

continue the fight against inflation without let-up. It is 

inkr  
40W  primary objective. That was why in my Autumn Statement 

last November I allowed for the possibility that taxes might 

need to rise. That indicates the priority which we place on 

getting right both our monetary growth path, and the balance 

between government revenue and government borrowing. 
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Obviously, I was delighted that events moved in such a way 

as to make an increase in taxation unnecessary. Nonetheless, 

the figures gave me very little room for manoeuvre. That is, 

there was no space for reducing taxation overall for 1984-85, 

and so the very desirable changes that I wished to make had 

to balance somehow. 

The first budget of a new Parliament is always a great 

opportunity. It enables a Chancellor to take stock and to 

embark on initiatives. Most importantly, it allows him to 

set the scene  w4444-c,ofoe--eetitf-ieleNcia  for a number of years 

ahead. 

Budgets are often seen in terms of adjustment and tuning. 

Budgets generally mean change. But I was keen that my first 

budget should also provide certainty and the promise of 

continuity, as much as possible. That is why we have 

extended the medium-term financial strategy to cover a period 

of 5 years. The MTFS sets out a clear and steady downward trend 

for monetary growth over those 5 years, and a clear path for 

a falling PSBR as a percentage of GDP. In the first year 

of the MTFS - the year that we are now in - I thought it 

right that there should be a marked fall in public sector 

borrowing. 

As you know, the outturn for 1983-84 was higher than we had 

wanted or expected. We shall publish the final figure tomorrow. 

It was clear that wneeded a further marked fall in borrowing, 

so that interest rates could continue to decline as monetary 

growth slowed down. That is why I established a PSBR target 
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• 	
for this year of L7.4billion, or 21-; per cent GDP. Obviously, 

our interest rates will continue to be affected by US 

interest rates, but that seemed to me to make it more 

important, rather than less so 	that we should do everything 

possible to curb inflationary pressures at home. 

The first budget of a new Parliament also provided us with the 

chance to publish a rather different sort of document  - 

the Green Paper on public spending and taxation over the next 

ten years. The figures in it are assumptions, not projections. 

The paper is intended as a basis for discussion, not to predict 

what will actually happen. But it does, I think, fulfil a 

very important need. I understand the widespread feeling 

that governments do not generally look far enough ahead. 

There is a widely held, cynical view that governments cannot 

be expected to look beyond the end of the current Parliament. 

Looking too far ahead has its dangers certainly, but before 

one generation commits itself to programmes of expenditure, 

it should have a fair idea of the burden that it will impose 

on future generations of taxpayers and form some view of the 

consequences for them. 

Some commentators had evidently expected a gloomy document. 

The Green Paper has been framed rather the other way around. 

It looks to the future in terms of the opportunities that are 

open to this country. It shows, for example, that if we can 

maintain a reasonable rate of growth and keep control of 

public spending, the British economy will be able to take 

in its stride the declining contribution of North Sea oil. 

Equally, continued growth and continued control of public 
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spending wouligive us the opportunity and the means 

substantially to reduce the burden of taxation, but even 

then only to around the level that we enjoyed in the 

mid-60s. 

That is the opportunity, if as a nation we can just 

be strong enough and resolute enough to seize it. To 

continue to enjoy a reasonable rate of growth we shall 

need to maintain present policies, in particular the 

fight against inflation, and take further our reforms 

designed to make the economy work better. In order to 

maintain control over public spending, our aim must be 

to hold OE present, LuLal in real terms. Since we know 

that in some areas public spending will continue to rise, 

either as a matter of policy or because of higher demands, 

we shall have to offset those increases with decreases 

elsewhere. That will not be an easy process. 

But this is an area where a little constraint today can 

pay us dividendFin the future. First,as we reduce the burden 

of taxation, so we shall provide an extra stimulus to 

economic growth. This becomes a virtuous spiral. Second, 

such a period of growth with public spending held in check, 

could after some years put us in a position where we could 

modestly increase public spending without the dangers to our 

economic prospects which such a move would imply at present. 

We are looking forward to the responses to our Green Paper 

and for a thoroughgoing and intelligent debate of this 

very important subject. 	I believe that our objective of 
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reducing the burden of taxation is very widely shared 

amongst the British people, and that there will also 

be widespread acceptance that that objective and the 

control of public spending go hand in hand. 

As I have already said, if we are to maintain a satisfactory 

rate of growth, we hawto do more than just hope for it. 

We need to take positive measures to enable the economy 

to work better. I had that very much in mind in framing 

the tax reforms in my budget. 

Anyone who studies the investment performance of British 

business must be very concerned at our low achievement. 

On any measure of success, our performance comes out worse 

than that of Germany, France and the United States  - 

let alone that of Japan. And that has occurred despite the 

fact that our corporation tax system had been designed to 

encourage investment in plant and machinery and in industrial 

buildings. It is quite evident that whatever else those generous 

corporation tax allowances may have achieved, they have not 

led to profitable investment. On the other hand, those 

allowances have represented a very substantial distortion in 

the tax system. They have represented a bias in favour of 

capital equipment as opposed to labour, they have encouraged 

investment in certain sorts of assets but not in others which 

may be just as valuable, and they have led companies to put 

their money into projects that were tax efficient rather 

than into ventures that would be truly profitable. At the same 

time, it has only been possible to maintain such a generous 

level of tax allowances at the expense of a high general 
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• 	rate of tax. That has led to the discouragement of 

enterprise and the penalising of profits. And this lack 

of profitability and of success has been reflected both 

in our rates of growth and in the rise in unemployment. 

We are not in the business of forecasting unemployment. 

But I believe we can safely say that the substantial changes 

in corporation tax and the abolition of Lhe uaLional 

insurance surcharge will both improve the prospects for 

job creation in the future. 

Any change leads to some upheaval. There will be 

transitional effects, and some companies will doubtless 

regard themselves as winners and others as losers. But I 

am concerned with the overall effect and with the effect 

in the long term. I believe that the changes we have made 

can make an important contribution to improving our 

investment performance and our company profitability. We 

have announced the stages by which we shall reduce both 

the allowances and the rates of tax and we are putting 

the figures forthe years ahead into this year's Finance Bill. 

This will provide British business with a solid framework 

within which it can plan its future. That in itself should 

provide an impatant boost to business confidence. 

The months before the budget provided us with a valuable 

opportunity to stand back and consider afresh the purposes 

of taxation and the suitability of our tax system. 

Fundamentally, the purpose of tax is to raise revenue for the 

Government. It should do so in ways which least hamper 



enterprise or distort the workings of the market 

economy. That is the principle from which we start. 

It is for that reason that I took steps to simplify our 

tax system, to broaden the base of tax and to reduce the 

rates wherever possible. I am sure that that is the 

direction in which we should move. The changes in the 

VAT base, the reduction of stamp duty, the abolition of 

the investment income surcharge, of life assurance 

premium relief and of the higher rates of capital transfer 

tax were all important moves in that direction. And I hope 

to be able to go further in future budgets. 

I turn lastly to personal taxation. We concentrated our 

efforts on increasing the tax threshold by as much as 

possible. It is to me an extremely important objective 

to take as many of those on low income as possible out 

of the income tax altogether. I have three particular 

reasons for wanting to do so. 

First, it seems to me quite wrong and very wasteful to be 

taxing people to whom we are also granting basic means-tested 

state benefits. Second, I wish to see people paying less income 

tax because that can have an important effect on incentives, 

on encouraging people to give their best, to work harder, 

to seek promotion and to look for a better job. And third, 

because lower rates of tax on low incomes affect both the 

poverty and unemployment traps and make it more worthwhile 

for those out of work to look for a job. 

[Passage or poverty trap could be inserted here] 
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Since the election, it has been fashionable to say that 

the government has run out of steam, has lost its way 

or has become accident-prone. I entirely reject that. 

The term "banana skins" has come to describe any action 

taken by government that someone somewhere may not like. 

Doing things that some people may not like is a very proper 

part of a' government's business, particularly in its first 

year. 

It is,I believe, our duty so to organise our national 

affairs as to enable Britain to work better. That means 

looking to the future and questioning some of what we find 

in the present. The budget was part of that process: an 

opportunity to re-appraise the effects of our 

tax system on the workings of the economy. Norman Fowler's 

reviews into pensions and aspects of social security are 

another facet of thE.process. 

We have today a government which is prepared to look ahead, 

prepared to make changes and prepared to be radical. The 

purpose of government is not just to mark time between 

elections. It is to lead. That we are determined to do. 
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NOTES FOR CPC 

1. 	Macro-economic policy most important element in 

budget for City: 

Deciciono on government spending shown in white 

paper good for inflation and interest rates; 

Fight against inflation - continues: confirmed 

in decisions on monetary growth, and balance 

between government revenue, borrowing and spending; 

MTFS for five years: steady downward monetary 

growth, falling PSBR us % of GDP; 

Marked fall in borrowing for 1984-85; 

LTPE green paper shows way to lower burden of 

taxation if PE held steady. But that implies 

a major effort. 

2. 	Supply side measures  

"Aim to make the economy work better". 

A. 	Removing distortions and simplifying tax  

i)Company taxation  

a) Corporation tax changes: lower rates, end of stock 

relief, lower allowances. Britain's poor investment 

record, tendency to invest where tax saved, not 

where profits made. Profits bring growth and growth jobs. 
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Reduction of bias against labour. [Reference 

to leasing?] 

b) NI S : need I say more? 

"Controlled'iAW foreign companies: tax havens] 

Offshore funds:  ends, avoidance] 

ii)Markets  

LAPR removal: why encourage life assurance as savings 

medium over building societies, banks etc? 

Bank composite rate 

) Mention building society gilts?] 

iii)Individuals 

IIS - unfair surcharge 

CTT - brings top rate into line with income tax, down from 

confiscatory level. 

Foreign emoluments and earnings:  less necessary now 

60% top rate and open to abuse. 
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Jokes Wine down, pipe tobacco duty held steady: good 

news since city uses wine to get adrenalin going 

and pipe tobacco to aid contemplation. 

B. Encourage equity finance and share-owning democracy  

Stamp duty:  also to help stock exchange compete 

Corporate finance package  

Relief for incidental costs of convertible loan 

stock issues. 

IR confirm loan stock with right of conversion into 

other loan stock free from Stamp Duty. 

CGT exemption on most corporate loan stock on lines 

of gilts exemption 

New tax regime for deep discount securities 

Eurobond interest payable gross 

Relief for discounts on bills of exchange 

c) 	Share Options etc  

SAYE limit up 100% 

Gains under approved schemes will now be charged to CGT 

on disposal. 



d) Reduced CT rate  also encourages equity finance as against debt. 
I. 

d) Privatisation: 	continuing theme of employee ownership 

in privatisation schemes. 

[Could lead to plug for future asset sales?] 

Peroration and press release  

Inflation low, growth steady, economy working well. 

But we all know it could work better: especially evident in 

unemployment. 

Need to encourage further enterprise and hard work. Improve attitudes 

by higher rewards: people keeping more of their money and eg able to 

buy their own homes. 

BudgtA aimed at encouragement at all levels including very low 

incomes. 

	7> 	 PRESS RELEASE 

Neil Kinnock said: "This budget does more for the City than it does for 

the people of Britain". Untrue. It helps people, small business, large 

businesses and helps the markets too. Not necessarily a terrible thing 

if City does like it: 

It was radical. It was forward-looking. It did point the way to a lower 

tax burden in the future. 

Essential if new jobs to grow, and growth to be sustained. 
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DRAFT SPEECH FOR CHANCTILT.OR TO CPC 16 APRIL 

Mrs Thatcher's first government will be long remembered 

for its succesS in brining down inflation. Inflation in 

Britain had been ri6ing bleakiily• almost since the Second 

World War. Under each successive government of either rarty, 

since 1951, the inflaLion rate rose higher than it had been 

before. The achievement of our first period of office was 

to reverse that trend, so that farthe first time in many 

years the average rate of inflation under that government 

was lower than the average for the previous government. 

When I came to frame my budget, I was acutely aware of that 

• achievement and of the responsibility that we bear in this 

government, not to jeopardise that remarkable succe3E. Sr 

the very first judgement that I needed to make concerned 

the appropriate monetary targets, and the appropriate fiscal 

stance. I had to begin early on with a clear impression of 

what it .would be rjght and prudent for the government to 

aim to borrow. It was only having done that, that I could 

allou myself to think about what changes in taxes would be 

desirable, and how they could be achieve:.:. 

You will all know of the government's determination to 

continue the fight against inflation without let—up. It is 

the primary objective. That was why in my Autumn Statement 

laz-7t November I allowed fcr the possibility that taxes miFht 

need to rise. That indicates the priority which we place on 

gettia rip:ht both our•ry Fr :f:7 math, and tha balance 
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Obviously, I was delighted that events moved in such a way 

as to make an increase in taxation unnecessary. Nonetheless, 

the figures gave me very little room for manoeuvre. That is, 

there was nO space for reducing taxation overall for 198;--5, 

and so the very desirable changes that I wished to make had 

to bL:lante some:'ow. 

The first budget of a new P arliament is always a mreat 

opportunity. It enables a Chancellor to take stock and to 

embark on initiatives. Yost importantly, it allows him to 

set the scene with some confidence for a number of years 

ahead. 

Budgets are often Feen im terms of adjustment .11d Luning. 

Budgets generally mean change. But I was keen that my first 

budget should also provide certainty and the promise of 

continuity, as much as posaLble. That is why we have 

extended the medium-term f;nancial strategy to cover a period 

of 5 years. The :TFS sets out a clear and steady downward tre::d 

for monetary growth over those 5 years, and a clear rath for 

a Failinr PSBR as a percentage of GDP. In the first year 

of the !7FS - the year that we are now in - I thought it 

rimht that there should be a marked fall in public sector 

borrowing. 

As you know, the outturn for 1983-84 was higher than we had 

wanted or .,xr_ectd. We shall publish the final figure tomo=Y. 

it was onnr that 	needed a furthr marked f=- 71  in br'rro7:-g, 

ce7tinur,  to c' ,J:linc=, L7-F. 



for this year of Z7ibillion, 	per cent GDP. Obviously, 

our interest rate's will continue to be affected by US 

interest rates, but that seemed to me to make it more 

important, rather than less so 	that we should do everythinr: 

possible to curb inflationary pressures at home. 

The first budget of a new Parliament also provided us with the 

chance to publish a rather different sort of document - 

the Green Paper on public spending and taxation over the next 

ten years. The figures in it are assumptions, not projections. 

The paper is intended as a basis for discussion, not to predict 

what will actually happen. But it does, I think, fulfil a 

very important need. I understand the widespread feeling 

that governments do not generally look far enough ahead. 

There is a widely held, cynical view that governments cannot 

be expected to look beyond the end of the current Parliament. 

Looking too far ahead has its dangers certainly, but before 

one generation commits itself to programmes of expenditure, 

it should have a fair idea,of the burden that it will impose 

on future generations of taxpayers and form some view of the 

consequences for them. 

Some commentators had evidently expected a gloomy document. 

The Green Paper has been framed rather the other way around. 

It looks to the future in terms of the opportunities that are 

open to this country. It shows, for example, that if we can 

maintain a reasonable rate of growth and keep control of 

public spending, the British economy will be able to take 

in itr,: 	th deC 4 ninr: 	 c' 



spending wouligive us the opportunity and the means 

substantially to reduce the burden of taxation, but even 

then only to around the level that we enjoyed in the 

mid-60s. 

That is the opr,ortunity, if as a nation we can just 

be strong enough and resolute enough to seize it. To 

continue to enjoy a reasonable rate of growth we shall 

need to maintain present policies, in particular the 

fight against inflation, and take further our reforms 

designed to make the economy work better: In order to 

maintain control over public spending, our aim must be 

to hold ti-Epresent total in real terms. Since we know 

that in some areas public spending will continue to rise, 

either as a matter of policy or because of higher demands, 

we shall have to offset those increases with decreases 

elsewhere. That will not be an easy process. 

But this is an area where a little constraint today can 

pay us dividendsin th.,  future. First,as we reduce the burden 

cf taxation, so we shall provide an extra stimulus to 

economic growth. This becomes a virtuous smiral. Second, 

such a period of growth with public spending held in check, 

could after some years put us in a position where we could 

modestly increase public spending without the danzers to cur 

economic prospects which such a move would imply at rresent. 

zre c o n- 	to the re.77.onses to cilr Grei-a 
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very i=ort 	 I .celiev,Fi that our objective of 
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reducing the burden of taxation is very widely shared 

amoratst the British people, and that there will also 

be widespread acceptance that that objective and the 

control of -Public spending go hand in hand. 

As I have already said, if we are to maintain a satisfactory 

rate of growth, we hay,  no do more than just hope for it.. 

We need to take -positive measures to enable the economy 

to work better. I had that very much in mind in framing 

the tax reforms in my budget. 

Anyone who studies the investment performance of British 

business must be very concerned at our low achievement. 

On an: measure of success, cur terformance ccmes out worse 

than that of Germany, France and the United States - 

let alone that of Japan. And that has occurred despite the 

fact that our earl:oration tax system had been designed to 

encourage investment in plant and machinery and in industrial 

It is 7uite evident that whatever else those generou.7 

corporation tax sllowances may have achieved, they have not 

led to trofitacie investment. On the other hand, those 

allowances have rc-cre.sPnted a very substantial distortion in 

the tax system. They have represented a bias in favour of 

capital e:-..uirment as opposed to labour, they have encouraged 

investment in certain sorts of assets b,lt not in others which 

may be ::ust as valuable. and they have led companies to put 

their r.oney into Trcects thTit were tax efficient rather 
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rate of tax. That has led to the discouragement of 

enterprise and the 'penalising of rrofits. And this lack 

of profitability and of success has been reflected both 

in our rates of growth and in the rise in unemployment. 

We are not in the business of forecasting unemployment. 

But I believe we can safely-say that the substantial 	anges 

in corporation tax and the abolition of the national 

insurance surcharae will both improve the prosrects for 

job creation in the future. . 

Any change leads to some upheaval. There will be 

transitional effects, and some companies will doubtless 

regard themselves as winners and others as losers. But I 

am concerned with the overall effect and with the effect 

in the long t erm. I believe that the chancres 	 have made 

can make an important - contribution to improving our 

investment performance and our company profitability. We 

have announced the stares by which we shall reduce both 

the allowances and. the rates of tax and we are putting 

the fittures forthe years ahead into this year's Finance Bill. 

This will nrovide British business with a solid framework 

within which it can mlan 4 ts future. That in itself ehould 

provide an impatant boost to business confidence. 

The months before the budmet provided us with a valuable 

opportunity to stand back and consider afresh the purposes 

of taxation and the suitability of our tax system. 

Fundamentally, the p--rose of tax is to raise revenue for the 
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Since the election, it has been fashionable to say that 

the government has run out of steam, has lost its way 

or has become accident-prone. I entirely reject that. 

The term "banana skins" has come to describe any action 

taken by government that someone somewhere may not like. 

Loing things that some people may not like is a very 7:Toner 

part of a government's business, particularly in its first 

year. 

It is,I believe, our duty so to organise our national 

affairs as to enable Britain to work better. That means 

looking to the-future and .questioning some of what we find 

in the present. The budget was part of that process: an 

opportunity to re-appraise the effects of our 

tax system on the workings of the econoply. Normal. an.ler's 

reviews into pensions and aspects of socia security are 

another facet of thE„process. 

We have today a mvernment which is prepared to lock ahead, 

Prepared to make changes and prepared to be radical. The 

purpose of mvernment is not :. tiE7t to mark time between 

elections. It is to lead. That we are determined tc do. 



12 April, 1984 

CH/EXCHEQUE 

12 APR19 

Gdy(i- 

m-sT. 
s-
Sv.LiStprwo-

f\kgYaLt_K.A: 

REC. 

COPIES 
TO 

11 
c.aDT. 

• 
10 DOWNING STREET 

From the Private Secretary 

D-4-1.-• 11G—, 30b—ock . 

SCOTTISH PARTY CONFERENCE SPEECH 

The Prime Minister will be addressing the Scottish Party 
Conference on Friday, 11 May. She would like to include a 
passage on the evidence that recent productivity increases are 
not a "flash in the pan". I would be grateful if you could provide 
a note discussing recent productivity performance, the arguments 
advanced in support of the thesis that after the recent sure 
productivity increases will decelerate, and evidence to support 
the argument that rapid growth in productivity could be sustained. 
The material need not be in speech form as we will have to edit 
it to fit in with the text. 

Could this reach me by Wednesday, 18 April. 

(Andrew Turnbull) 

Miss M. O'Mara, 
HM Treasury 
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Speech by the Rt. Hon. Nigel LAWSON, M.P., (Blaby), Chancellor of the Exchequer 
to the Scottish Conservative Party Conference in Perth on Wednesday, 9th May 1984 

PLEASE CHECK AGAINST DELIVERY  
This year's Budget was firmly in line with the strategy that we have been pursuing 

consistently since 1979. 	We have resisted every invitation to abandon our 

policies, to chuck them away and throw in the towel before they had even been 

given a chance to work. 	Time and again we were told that our policies could not 

work. 	We were told that we could not bring down inflation, and certainly not by 

the policies we were pursuing. 	But we did. 	And then we were told that even if 

we had brought down inflation, it was at the cost of perpetual decline and 

recession. 	I remember the expression used: "a self-perpetuat4g downward spiral”. 

In spring 1981, 364 economists got together to write a letter to the Times saying 

that our policies could not succeed. 	And that was remarkable in itself, because 

never before had it been known for so many economists to agree on anything. 	And 

when they did agree in such numbers, they got it wrong. 	No sooner was the ink 

dry on their letter than the economy began to recover: hesitantly at first, then 

more and more strongly. 

When we had inflation down and growth in the economy, we were told it could not 

last. 	Mr. flattersley predicted at the time of the last election that inflation 

would be 10 per cent at the end of 1983. 	Of course, it turned out to be half that. 

So this year's Budget was a Budget that built on our success. 	Inflation is 

around 5 per cent. 	And at the same time the economy is still growing strongly. 

Last year our rate of economic growth put us at the very top of the Common 

Market league table. 	This year we shall be at or near the top again. 	Britain 

has not enjoyed low inflation and steady growth at the same time since the 1960s. 

Today we do enjoy that winning combination. 

/There are many other 
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There are many other signs of success too, and a great deal of good news about the 

economy. The balance of payments is healthy. Productivity has improved year by 

year. Britain has moved firmly into the computer age, so much so that we have 

already passed Germany in the use of microchips. We now have the fastest growing 

integrated circuit industry in Europe. And among the more traditional industries, 

last year's house building figures for the private sector were the best for a decade. 

Jobs, of course, remain an area of acute concern. But there are some hopeful signs 

there too. The number of people in work is now rising again, after falling steadily 

for years. Between March and December last year, the number of people at work rose 

by an estimated 200,000. And the number of people working in the service industries 

- from barmaids to computer programmers - rose by well over a quarter of a million. 

The Budget  

The twin themes of my Budget were to continue to reduce inflation - for our ultimate 

objective can be nothing less than stable prices. And to introduce a series of tax 

reforms to help the economy to work better, which is the only route to more jobs. 

Maintaining the fight against inflation - to which this Government is unequivocally 

committed, let there be no doubt about that - means that we have to keep firm 

control over Government borrowing, Government spending, and the money supply. The 

need to reduce still further Government borrowing meant that, in this year's Budget, 

any cuts I made had to be paid for by increases in other taxes. And no tax increase 

is ever popular. But, in this way, I was able to raise the personal tax allowances 

by 12i per cent - very much more than inflation - allowing people to earn more 

before they start to pay income tax. 

The Budget to sok no fewer than 850,000 people out of tax altogether - 100,000 of them•

widows. The married couple's allowance is now at its highest level, allowing for 

inflation, since the War, and most married couples will pay at least £2 a week less 

in income tax. Those in work will keep more of what they earn. And for those out of 

work there is more incentive to find a job. 

We introduced a number of reforms to simplify our taxes, because I believe the tax 

system sh ould in principle be as straightforward and as comprehensible as possible. 

I thought it right to take a carefill look at some of the reliefs in the tax system. 

/They may be 
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They may be very welcome to those who gain from them, but since nothing in life 

is free, they have to be paid for by taxpayers in general. 	For example, the relief 

on life assurance premiums costs EYUO million year, and that means we all have 

to pay more tax than we would otherwise need in order to finance it. 	I judged 

it right to begin to phase out that relief and so leave people free to decide 

where to put their savings without worrying about distortions in the tax system. 

But at the same time I removed another unnecessary and highly unwelcome distortion 

of a different kind: the investment income surcharge. 	It was an unfair tax 

which made an invidious distinction between investment income and earned income. 

It bore particularly heavily on the old and was an unfair imposition, especially 

on retired small businessmen who had put their life savings into their business 

rather than into a pension plan. 	We can all be glad to be rid of it. 

I made a number of important changes to company taxation, too. Too often, 

British business has not been putting its money into projects that earn good 

profits. On any measure, British companies have been getting a worse return on 
,their invest ment in new projects than 
/their competitors in France, Germany or the USA - let alone Japan. 	I have little 

doubt that that was partly because the old tax rules encouraged companies to put 

their money where it would save tax, and not where it would truly make the best 

economic return. 	The changes announced in the Budget will give companies less 

generous tax allowances for investment, but in return the profits they earn 

on their investments will be taxed at a much lower rate. 	Profits are the 

dynamo of growth and the provider of jobs. 

And just to help those jobs on their way, I also abolished Labour's tax on jobs - 

the National Insurance Surcharge. 	It was a bad tax, and I am glad to see the 

back of it. 

As well as getting the tax system right, we need to make the way in which we 

collect taxes as modern, efficient and fair as possible. 	A lot of work has been 

done on this by the Keith Committee. 

Today we are announcing to Parliament how we intend to act on their recommendations, 

with a view to publishing draft legislation in due course. 

/Public Spending  
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Public Spending  

As I have said, our economic prospects today are better than they have been for a 

very long time. 	But that does not mean that Britain is in the clear, and that we 

can relax our grip. 	In the Budget I tried to focus people's minds, as Mr. Campbell 

has done again today, on the subject of Government spending. 	In the past, we 

have far too often failed in our attempts to control it. 	Some previous 

Governments have forecast faster growth in the economy, and planned their spending 

accordingly, and committed the money only to find that the growth they expected 

did not occur. Other Governments seem hardly to have looked ahead at all. 	Too 

often they allowed the amount the Government was spending to lurch upwards. 

Twenty years ago public expenditure - the whole lot of it - came to about £10 billion. 

Today it stands at about £140 billion. 	Of course, there has been a lot of 

inflation in between, but even taking account of that, Government spending today 

is very nearly twice as much as it was only twenty years ago. 	During our five 

years of office, we have struggled to contain this Leviathan. 	And now we do indeed 

have it under control. 	Since 1981-82 it has been gradually falling as a share of 

naLiondl ouLpuL. 

The failure to control Government spending over many years has had the most 

damaging consequences for the British economy. 	Rising levels of Government 

spending have meant an increasing burden of taxation. Twenty years ago a married 

man would not start paying income tax until his earnings were a little under half 

of the national average. Today, he pays tax if his earnings are only a third of 

the national average. 

And, whenever Governments lacked the resolve to finance public spending in an 

honest way, they borrowed too much instead, thus pushing up interest rates. 

So it is of the very first importance that we now hold the level of Government 

spending, after allowing for inflation, where it is today. 	If we can do just ' 

that, then as the economy grows in the years ahead, we shall have the room to 

reduce Government borrowing still further and at the same time cut taxes. 	And as 

we cut taxes, as we give people back the incentive to work harder and give of 

their best, then we can expect the economy to thrive. 	We shall have an excellent 

chance of establishing, to turn our critics' gloomy phrase on its head, a self- 

perpetuating upward spiral. 	But if we fail now, or stop trying, if we allow 

Government spending once again to rise as it has done so often in the past, then 

all we have achieved would be put at risk. 
/Nationalised 
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Nationalised Industries  

Finding new ways to spend money is easy. 	But finding places where you can save 

money, that is a much more difficult proposition. Mr. Campbell was quite right 

to call our attention to the level of subsidies which we are still having to pay 

to some of our nationalised industries. The sums of money involved are very 

large indeed. 	British Rail, for example, last year received around £950 million 

from central Government. 	And the taxpayer paid out almost as much on the 

National Coal Board - no less than £900 million. 	It would be unrealistic to 

think of doing away with these subsidies altogether. 	One of the reasons that we 

support British Rail financially is that it provides a service to some rural areas 

which for social reasons clearly require transport of some kind. And some of the 

money that we pay to the coal industry is to help men in those areas where pits 

have to be closed and where jobs are disappearing. 

But we do well to remember just how much those subsidies are costing us. 	Getting 

on for E2,000 million to the coal industry and the railways. 	That is equivalent 

to the cost of reducing the basic rate of income tax by some 2 pence in the E. 

Or the cost of increasing all the main personal tax allowances by about 10 per 

cent, which would enable us to take nearly a million more people out of tax, and 

cut the married man's tax bill by another £2 per week. 

Nor is that all. 	On top of what we spend on the nationalised industries, the 

Government gives a lot of help in the private sector too. 	The Department of 

Trade and Industry spends E1,600 million a year on various aids to British 

industry. 

Again there is a good case tb be made for the money that we spend. 	But again it 

is right to make people aware of just how much we do spend. 	We are always being 

urged to spend more on British industry. 	I can only say that every penny we spend 

has to come from somewhere. 	There is always a queue of companies looking for 

Government handouts. 	But there is an even larger - if quieter - constituency 

of British businesses and British businessmen that wants lower'taxation and the 

chance to make its own way in the world. 

There have been two prongs to our policy towards the nationalised industries. 

First, to back the managements in their efforts to put their businesses on to an 

economic and commercial basis, working within tight financial disciplines set by 
the Government. 

/The process 
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The process for many has been painful, as you in Scotland know full well. 	The 

British Steel Corporation, for example, has had to reduce its manpower by over 

100,000 in just 5 years, in order to enable it to compete successfully and stay 

in being. 

At British Leyland, the company's improved performance is bearing fruit. 	Two 

years ago it made a trading loss of over £300 million. 	Last year it traded 

profitably. 	No-one seeks to disguise the problems that are involved in bringing 

our long-established nationalised industries to a position where they can stand 

on their own two feet. 	The Government has a duty to help them through the 

difficult period of adjustment. But it also has a duty to the great mass of 

taxpayers who cannot forever be asked to bear the cost of uneconomic activity 

whether in steel, ships, cars or coal. 

The second prong of our policy is to introduce competition where there has 

hitherto been monopoly, and to put State-owned companies back into the private 

enterprise sector wherever we can. 	The results of this programme have already 

been substantial. 	It has brought benefits to the taxpayer in the subsidies 

that we no longer have to pay. 	To the management of those companies, who are 

now able to do their job free from interference. To the workforce, who can take 

shares in their companies, and so benefit directly from their own efforts. 	And 

benefits to the customers, who receive a much higher standard of service from 

companies that are now forced to compete for the first time. 

Education and Health  

The motion we are discussing today calls on us to save money in the nationalised 

industries and to make use of those savings in health and education and tax cuts. 

Like anyone else here I should like to see higher standards both in education and 

in health care. As our economy grows, as prosperity spreads amongst our people, 

and as people find that they have more to spend, it is only natural that they will 

demand better standards for the treatment of the sick and better standards for the 

education of their children . 

But that raises two important points. 	The first is, if extra money needs to be 

spent, does all that money have to be channelled through the State? 	I think the 

answer to that is clearly "no". 

/Even today, 
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Even today, what the nation spends on health and education is a combination 

of money spend by Government on the one hand, and by individuals on the other. 

These matters are so important to people that there is a very natural tendency for 

some, perhaps for very many, to wish to supplement what the State provides by making 

provision of their own, and as our prosperity increases, that trend it likely to 

grow. 	It is vitally important that we defend that freedom, that freedom to 

choose, which is so often threatened by Labour. 

The second point is that we must ensure that what the State does spend - the 

215,000 million that we are spending on health and the personal social services 

and the £12,000 million that we are spending on education - should be spent as 

effectively and as efficiently as possible. 	It is not enough just to throw 

money at our schools and our hospitals. 	We must constantly be on the lookout 

for the best way of providing the education that parents want for their children 

and the service that patients want from the National Health Service. 

So I would say to Mr. Campbell, you are quite right to seek savings wherever we 

can make them in the nationalised industries. 	And you are quite right to wish to 

see much of that money devoted to cutting taxation. 	But the Government's 

responsibility to the taxpayer, in addition to reducing the burden of tax, is to 

ensure value for money and efficiency in every penny that we do spend. 	That rule 

and that duty apply just as strongly to the money that we spend on health and 

education as to the money that we spend on the nationalised industries. 

This motion - and many of the excellent speeches that we have heard today in this 

debate - have identified what I believe will be one of the crucial political issues 

in the next few years: the level of Government spending. 	The debate on how 

much we should spend is already well under way, and the Government has done what it 

can to inform it and to encourage it by coming forward with our Green Paper on 

public expenditure and taxation into the 1990s. 

That Green Paper looks ahead. 	It emphasises the need to see where our money is 

coming from before we decide how to spend it. And it shows that if we can exercise 

restraint in Government spending over the years ahead, we can make real progress 

in reducing the burden of tax generally, and in taking those on the lowest incomes 

out of income tax altogether. 

/We do not 
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We do not need to cut our spending overall. 	But we do need to stick to our 

published spending plans, which allow for increases year by year in line with prices 

generally - but no more than that. 	That in itself will be far from easy. 	It 

means that if on some things we find we need in fact to spend more, Lhen on others 

we shall have to find ways of making savings, ways to spend less so that we can 

keep the balance. 

Looking at the economy today, we have every reason to be optimistic about the 

future. 	But in the past we in this country have had an unfortunate habit of spoiling 

things at the first signs of success; of chucking away years of toil and achievement, 

either because we haven't the patience to see it through, or because short-term 

considerations get the better of us. 	Now that we can see better times ahead, now 

that we can probably find the elbow room to reduce taxes, I have little doubt 

that the Government will be deluged with demands to spend a bit more here and a 

bit more there in this or that good cause. 

We shall have to resist many of those pleas. 	It will give me no pleasure to do so- , 

because there are many deserving causes on Which we should all like to spend more. 

But we can only spend what we can afford, and if we spend more than that, we know 

from bitter experience where that leads. 

I am not saying that the Government can never spend more than it does today on 

the things that people want. 	I can imagine a day, some years from now, when our 

economy is strong enough to enable us to increase Government spending without 

putting at risk all that we have achieved. 	But that day is not yet. 	For some 

years we need firm restraint if we are to reap the full prize of lower taxation 

and a dynamic economy, capable of creating the new jobs that we all want to see. 

The way ahead is still not.easy. 	If the Government is to succeed it will need 

your understanding, your help and your support. 	I call on this conference to 

give us its backing today and to keep faith with us in the years ahead. 

I commend the motion to the conference. 

END 
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MINISTERIAL SPEAKING ENGAGEMENTS AS AT 10 MAY 1984 

DATE Ask 	 MINISTER 	 OFFICIAL SPEECHES 
1984 ip 	 AND MEDIA APPEARANCES* 

MAY 	 CHX OTHERS 

PARTY SPEECHES 

Sat 12 
	

MST 	 Mr Syedian 

Week 14-20 	 Sunday Express article* 

Mon 14 	 CST 
	

Inst Ch Accountants 
Wed 16 	 CST 

	
Institute of Taxation 

Wed 16 
	

FST 	Inst Pers Management 

Week 21-27 

TI1PS 7? 	 FST 	Times Crmf cm Bridget 
Wed 23 	 CHX 	 CBI 
Wed 23 	 CST 	 Carlton Club 

Week 26-3 June 

Wed 30 	 CHX 	 Top Hole Club 
Thurs 31 	 FST 	Ch Accountants Dining Soc 

JUNE 

Week 4-10 

[Fri 8 - Sun 20 
	

[Economic Summit] 

Week 11-17 

Mon 11 	 CHX 
Wed 13 	 CHX 	 Assoc American Correspondents 
Fri 15 	 CST 	EEF W Mids 
Sat 16 	 FST 	Brit North America Comm 

Exxon 

Week 18-24 

Mon 18 	 CHX 

Tues 19 	 CHX 

Week 25 - 1 July 

Tues 26 	 CHX 

Wed 27 	 CHX 

JULY 

Week 2-8 

Mon 2 	 CHX 
Tues 3 	 CHX 

Dr Rhodes Boyson 

Conservative Party Dinner 

Benton/Bowles Lunch 

Bow Group 

Mzds Lecture 

Thirty Club 



MINISTERIAL SPEAKING ENGAGEMENTS AS AT 10 MAY 1984 

DATE 	 MINISTER 	 OFFICIAL SPEECHES 	 PARTY SPEECHES 
1984 • 	 AND MEDIA APPEARANCES* 

CHX OTHERS 

Week 9-15 

Tues 10 	 CST 	SOLACE 
Wed 11 	 CST 	Heating/Ventilating Contractors Assoc 
Wed 11 	 CHX 	 SW Surrey CA 

Week 16-22 

Tues 17 	 CHX 	 Cons Ind Fund 
Wed 18 	 CHX 	 Selsdon Group 

Week 23-29 

Mon 23 	 CHX 	 West Mids CA 
Week 30 - 4 Aug 

AUGUST 

Week 6-12 

Week 13-19 

Week 20-26 

Week 27-2 Sept 

SEPTEMBER 

Week 3-9 

Week 10-16 
Wed 12 	 CHX 	 Abbey National 

Week 17-23 

Week 24-30 

Mon 24 CHX IMF 

OCTOBER 

Week 1-7 

Mon 1 	 FST 	Ass of Economic Reps in London 

Wed 3 	 FST 	Wider Share Own Council 

Fri 5 	 EST 	De Zoete & Bevan 

Week 8-14 



MINISTERIAL SPEAKING ENGAGEMENTS AS AT 10 MAY 1984 

DATE 4111 	 MINISTER 	 OFFICIAL SPEECHES 
1984 

	

	 AND MEDIA APPEARANCES* 
CHX OTHERS 

Week 15-21 

Mon 17 	 FST 	Institute Ch Accountants 

Tues 18 	 CHX 	 Mansion House 

Week 22-28 

Wed 24 	 CHX 	 Clothing EDC 

NOVEMBER 

Thurs 1 	 EST 	Ass. Corp Treasurers 

PARTY SPEECHES 

[Autumn Statement] 
Fri 2 	 CHX 	 IOD Leicester 
Mon 5 	 CHX 	 Harry Greenway MP 

Fri 16 	 FST 	Institute of Bankers 
Thurs 22 	 FST 	Croydon Ind Club 

Mon 26 	 CHX 	 Portcullis Club 

Wed 28 	 FST 	Fulham Business 

DECEMBER 

Tues 11 	 CHX 	 TOD 

Wed 19 	 CHX 	 Stock Exchange 

1985  

JANUARY 

Tues 15 	 CHX 

Wed 23 	 CHX 

JULY 

Wed 3 	 CHX 	 Coningsby Club 

SEPTEMBER 

Mon 9 	 CHX 	 Int Fiscal Assoc 

Date to be arranged  

Birmingham CC 

John Lee MP 

CHX 
	

Deutsche Ges Fur Ap 
EST 	National Fed Self Employed 

CHX 
	

East Mids Area 



SECRET • 	From: P M RAYNER 

Date: 11 May 1984 

CHANCELLOR 
	

cc: Chief Secretary 
Mr Bailcy 
Mr Watson 
Mr Norton 

MR MACKAY'S SPEECH 

You asked about Mr Mackay's remarks yesterday to Scottish 

Conservatilits on NHS charging. A report from the Telegraph 

is attached. 

Apparently Mr Mackay made these remarks off his own bat. 

He was cautious about asking for official briefing for a party 

occasion. Officials simply provided him with briefing on what 

had been said on charging and the current position. But instead 

of sticking to repeating previous Government statements, he 

put things in his own words. The result was that he went rather 

beyond what had previously been said. 

I imagine you will want to take this up with Mr Mackay. 

I attach a draft letter. 

P M RAYNER 
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SECRET 

DRAFT LETTER FROM: CHANCELLOR 

TO: JOHN MACKAY MP, Scottish Office 

I was disappointed to see from today's press 

covereage that you felt it necessary to go as 

far as you did in replying to yesterday's conference 

motion on ',Ns charges. 

I recognise that what you said derived from the 

pledges given by the Prime Minister during the 

General Election. But our aim has been to try 

to avoid giving these too much new life, pending 

decisions on future NHS charging policy. As you 

I will know from Peter Rees' letter of 23 February 

to Norman Fowler, which was copied to George 

Younger, we are reviewing charging precisely to 

see what our policy should be for the longer term. 

We have therefore tried to deal publicly with 

charging issues by referring back to the past 

pledges, as Kenneth Clarke did in a recent debate. 

However, assuming you have been correctly reported, 

your words appear rather to have extended the 

validity of the past pledges. 

It is difficult to strike the right note in this 

area, and you may well have been under some pressure 

in the debate. But I hope you will find it possible 

to be slightly more cautious in future in this 

sensitive area until our longer term policy is 

established. 
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His 	ge that a new-style 
Europe 	erging is expected 
to form a major part of the 
Tory's European election 
strategy when it is officially 
unveiled by Mrs Thatcher later 
this month. 

Building peace 
Sir Geoffrey pointed out that 

the anniversary of the D-Day 
landings in Europe will fall 
only days before Polling Day 
as a vivid reminder of the 
peace a united Europe has 
helped build. 

He emphasised that a rein-
vigorated Europe will play a 
far larger role on the world 
stage. 

"We want to make of the 
Community not just a force for 
stability, democracy and pros-
perity in Europe, but for 
liberty, peace and civilised rela-
tions between nations around 
the world. 

"We want greater unity in 
Europe to help strengthen 
Western security and to open 
up new avenues of contact be-
tween East and West." 

Sir Geoffrey made it clear 
that Mrs Thatcher's tough 
negotiating stance within the 
E E C is a sign of the Govern-
ment's belief in Europe's future. 
That was why she would not 
accept "a quick fix or a short-
term fudge" on the issues 
which divide the Community. 

He said: "It is because of 
our commitment to the future 
of the Community, not in spite 
of it. that we have pursued our 
policies so tenaciously. And 
future generations in all Com-
munity countries will thank us 
for it."  

a new JeilisaleKcineins 
bombing helpless people in 
Afghanistan, suppressing the 
working-class in Poland, the 
Gulag Archipelago, the abuse 
of psychiatric hospitals and 
other ghastly obscenities." 

Mr Rifkind, who visited 
Moscow last year, emphasised 
that there should be talks with 
the Kremlin and he explained 
that the Russian leaders are a 
hard-headed realistic group of 
men who seek to advance the 
interests of their country by any 
means short of war. 

Negotiations, he said, gave an 
opportunity to Western politi-
cians to point to the Soviet 
human rights record 

The conference overwhelm-
ingly passed a motion calling 
for a sustained dialogue with 
the Soviet Union 

Mr MacKay said there 
were certain key aspects of 
the Health Service which 
should not easily be given 
away, including a free hos-
pital service. 

Going into hospital was a 
time of concern and additional 
costs for patients and their 
families, and it would be wrong 
to impose charges on top of 
those worries. 

nupe au our work for 
Ravenscraig 	will 	not 	be 
destroyed by what is going on," 
he said in reference to the 
threat to coal supplies to the 
plant from picketing. 

Skilful police 
Mr Younger also spoke of 

the courageous and skilful way 
in which the police were doing 
all in their power to upheld 
the law and to ensure the 
people who wanted to work 
were flee to du so. 

He told conference that 
prospects for Scotland were 
now the best for many years. 
Scotland was now starting to 
lead the world in making com-
puters, microchips and elec-
tronic systems as once it led 
inshipbuilding and heavy 
engineering. 

motion asking the Government 
to make sure that the increased 
resources given to the Health 
Service are used in areas of 
need by the privatisation of 
ancillary services. 

But the second part of the 
motion calling for contributions 
by patients towards non-medical 
hospital services was over-
whelmingly dismissed.  

• 

r abet astsleu 'tu ,t- 
ference: "We will take prose-
cution for the supplying and 
trafficking in hard drugs to the 
High Court to ensure that those 
convicted of this evil trade find 
they are exposed to the full 
range of sentences the High 
Court can impose." 

The debate was marked by 
strong attacks on Mr Scargill 
and Mr McGahey and the 
miners' pickets outside the 
Ikavenscraig steel plant and pits 
which are still working. 

Above the law 
The attitude of Labour 

leaders towards violence on the 
picket Ens and what many 
representatives saw as in-
adequate support of police by 
Labour spokesmen in the Com-
mons, also figures in the debate. 

MT RONALD PATERSON, North 
Tayside, said certain groups and 
individuals clearly considered 
themselves or their cause to be 
above the law. 

Conference endorsed the 
motion calling on the Govern-
ment to reaffirm that no one 
should be above the law. 

Mr Paterson, moving, said 
some civic authorities were 
openly hell-bent on lawlessness, 
while certain ethnic interests 
seemed more concerned with 
promoting disorder and attacks 
on police methods than with 
co-existence. 

"Some among organised 
labour also have much to 
answer for, actively inciting 
law-breaking and aided - and 
abetted from within the House 
of Commons itself." he said. 

"The Government should 
ensure that the law is enforced 
fairly but with vigour, regard-
less of the political, industrial, 
financial or numerical clout 
of the offender." 

N H S charges rejected 
CHARGES for patients in National Health Service 

 hospitals were opposed by Mr JOHN MACKAY, 
Scottish Office spokesman on the Health Service, and 
rejected 

Conference 	endorsed 	a 

Dr LIAM Fox, chairman of 
West of Scotland Young Con- 

" Charges in hospital and for servatives, said expansion of 
visiting the doctor are concepts heath services had important 
we do not want to see in our implications for other spending 
Health Service." programmes. 

JP IN BRITAIN. 
Once again we've been voted Best Hotel Group in Britain in the Executive 

Travel and Expotel Hotel of the Year Awards. And we're rather proud of it 
Whatever your reasons for choosing us, you can be certain that our managers 

and staff will never forget they are there to look after your every need. 
It shows in their friendly attitude and the attention to detail that you'll find in 

every one of the hotels shown here and, indeed, in all our hotels 
throughout the U.K. and in 33 countries around the world. 

What's more, no other hotel group offers better value-for-
Money. Compare our standards and prices with the competition and 
judge for yourself. 

Come and stay with us and you'll know why we were voted 
Best Hotel Group in Britain. 	si 	 CENTRAL RESERVATIONS 

OFFICE 

Yours fk__ jully Trusthouse orte 
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CHANCELLOR 

DHSS PLEDGES •-s- 1 
I attach a list of pledges in the DHSS area given during the election 

campaign. This has been prepared by CRD. 

In particular, at a Press Conference on 7 June, Mr Fowler said that 

price protecting unpledged benefits  would be "our aim in the future", 

He also said that there was "no question of a downward review" of 

published spending plans on NHS,  and no plans to cash limit the 

family practioner service.  The Prime Minister referred to published  

spending plans for the NHS  as 'Not a promise but a firm commitment' 

(Edinburgh, 31 May). 

In an open letter to Brynmor John, the Prime Minister said there 

were no plans to make any changes to the basis on which child benefit  

is paid or calculated. 

LINDA ROUSE 



ELECTION  PLEDGES 	 • - 
	 - • 

The Prime Minister 

20 May  - open  letter  to  Brynmor  John: _ 

By now you will have been able to study the Conservative Party 
Manifesto and you will have seen our firm commitment to protect 
retirement pensions and other linked long-term benefits against 
rising prices. 

Apart from retirement pensions, the benefits mentioned in the 
Manifesto pledge include widows and disability pensions, and 
invalidity benefits. You can therefore be assured that pensions 
will continue to be protected. 

 ... There are no plans to make any changes to the basis on which 
the benefit is paid or calculated. 	(child benefit). 

Nor are there any plans to change the earnings-related component 
of the state pension. The 1975 Act was in fact brought on to 
the Statute Book with the full support of Conservative Members. 

26 May  - Harrogate 

We Conservatives have always believed that the sick, the elderly and 
the disabled must be properly cared for. That has been part of the 
Conservative tradition for a century or more. Yet still our 
opponents try to spread the hoary old allegationsthat the Conservativ 
are out to dismantle the Welfare State. 	(page 10) 

4 

31 May - Edinburgh 	 1. 

Last year pensions went up faster than prices. The pensioner will 
keep the extra. There will be no claw back. And we will continue 
to protect pensioners against riFing prices. Each year the pension 
will be increased by the amount by which prices have actually risen 
... (page 4). 

I said it last year. 	"The Health Service is safe with us". I have 
no more intention of dismantling the NHS than I have of dismantling 
Britain's defences. And if you look at our public expenditure plans 
for the next three years, there it is in black and white. These , 
are the figures: £700 million more for the NHS this year - another 
£800 million more for the NHS next year, and another £700 million 
the year after that. Labour knows these facts. They are there in 
the book. All budgeted for within a sound financial policy. Not 
a promise but a firm commitment. 	(pages -5-6) 
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4Ik une  -  Birmingham 

We promise to protect the pensioner against rising prices for 
the next Parliament too ... Mr Chairman, I make another pledge 
tonight. We will maintain the National Health Service in the 
future as we have always in the past. (pages 16  -  17) 

Mr Chairman, I'Ve said it before and I'll say it again, and I'll 
go on saying it until the message sinks in. "I have no more 
intention of dismantling the National Health Service than I 
have of dismantling Britain's defences." (page 18) 

7 June  -  Fleetwood 

We have more than protected the retirement pension against 
rising prices. We repeat that pledge. We'll carry it out 
with integrity. (page 7) 

We shall continue to maintain the National Health Service. (page 8) 

15 June - Daily Express  

Question  

Would you agree that there needs to be a substantial gap between 
what a man gets by working and what he can get on social security 
benefits? 

Answer 

There ought to be, I quite agree. It i5; one of the problems. 
4 

Question 

How do you propose dealing with it? 

Answer  

It is one of the problems where social security has gone up 
proportion with inflation. And tfigt really is why we put 
personal allowances up. It is a thing that I constantly have 
to have in mind. Iiwould not give an undertaking that unemployment 
pay would be price protected in the same way as pensions.  , 



Ft Hon Norman Fowler • 
19 May - Sutton Coldfield 

This Government is devoting over 40% of public spending to health, 
social security and social services. In other words what we 
have done is to guard the interests of some of the most vulnerable 
people in our society in spite of the worst recession since the ' 
19308. We have shown_ our commitment. That commitment remains, 
as does our commitment to rebuild the economy and to secure the 
resources for social provision. 

26 May - Institute of Indian Culture, London  

Let me repeat that the Conservative Party is entirely committed 
to the National Health Service and to its development. Above 
all we want to see the provision of better services for patients. 

2 June - Sutton Coldfield Girls School  

The Conservative Party maintains a clear and unequivocal 
commitment to the National Health Service. We have absolutely 
no intention of turning our back on the National Health Service 
which successive Conservative governments have helped to build 
up. Our aim is to develop the National Health Service further 
so as to provide a better service to patients. It is the interests 
of patients which come first....So let no-one doubt our commitment 
to the National Health Service. It is established by our record. 
But what we also want to achieve is the best value for money we 
spend 	Our priority is the patients .9:nd that is why we have 
made it our purpose to improve efficiericy throughout the Health 
Service 	 

4 June - Four Oaks, Sutton Coldfield 

The Conservative Party is committed to the National Health Service. 
There is no question of us turning our backs on the National 
Health Service 	 

Equally, we are committed to guarding the interests or the elderly. 
We will continue to price-protect pensions. 

7 June - Press Release Party Conference  

At the beginning of the election campaign I set out the Conservative 
Party's commitment to the National Health Service. I repeat 
that commitment today. Successive Conservative Governments have 
helped to build up the National Health Service. Our aim mill be 
to achieve a better health service and to ensure that as much 
money-as possible goes to direct patient care 	 

Pensions have kept ahead of prices, not fallen behind. We are 
committed to price protecting the pension in the future. 

\ We do not intend to change the basis of child benefit 
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Mr Fowler: "It has always been our pledge 
a 	r position that we will keep the pension 
in ine with prices but ... luXte nbt) going to 
return to earnings or prices, whichever is the 
higher. ... If you have that kind of situation 
it means that when prices rise: higher than earnings 
then the increase, as far as the ... wage-earners 
contributing, is going to be pr portionately more." 

RETIREMENT PENSIONS EARNINGS RULE  

EiC Radio . 4 "Money Box" .Programme 21 May 1983  

2. 	Mr Fowler:  "I would have liked to have moved 
faster, I would like to have got rid of it but 
we have other obviously competing claims on the 
social security budget. But we are pledged to 

- remove it and that we.will do .... We are pledged 
in the Manifesto to remove it as soon as we 
conceivably can." 

LEVELS OF SOCIAL SECURITY BENEFITS  

Press conference 7 June 1983  

3. 	Mr Fowler:  "The 'pledge benefits' ...: 
basically are the pension benefits, retirement 
pensions, widows' pensions, war disablement 
pensions, war widow's pension, industrial 
disablement pension, attendance allowance, invalid 
care allowance, supplementary pension and long-term 
benefits of that kind. Unemployment benefit is 
not a 'pledge benefit' and never has been 'and 
nor is child benefit 	[but) we have managed 
to price protect those benefits as well 	and 
that would be our aim in the future." 

NATY::::AL  

Press conference 2= EJ7  
-Ttre- Prime Minister:  "No one could give any 

promise aocut no: increasing the NI contribuzicn. 
The whole of the pensions and social security/ 
national insurance system is on a pay-as-you-go 
basis. The money that is paid-out in pensions 
and benefits this year is the money that goes in 
NI contributions this year and as you increase the 
outgoings you have to increase the incomings. -  

.. 
BBC Radio 4 "Money Box" Programme 21 May 1983  

Mr Fowler:  "I very much hope that we will 
be able to keep the contributions at very much 
the same level because clearly it is a very rep) 
imposition on the i;orking population, end this is 
the balance that any Government has to hold." 

THE UNIFICATION OF TEE'TAX AND SOCIAL SECURITY  
SYSTEMS  

Press conference 24 May 1983  

Mr Fowler:  "We are attracted to the iaea 
[of the Tax Credit Scheme). But ... on the basis 
that was proposed in the 1970s-the cost of £1.2 
billion has now gone up to £5 or £6 billion and 
we simply believe that in present circumstances 
there are other social priorities and we simply 
cannot make pledges of that kind of expenditure.. 

We have always put it forward on a no loser 
basis. ... We will keep it under review but we 

 - 

cannot make that kind of commitment to that kind 
of spending at this stage." 

OCCUPATIONAL PENSIONS-EARLY LEAVERS  

Press conference 24 May 1983  

4. 	Mr Fowler:  "On early leavecv we are quite 
- determined to make progress. .... We prefer to 
make progress by voluntary agreement [but) if 
we cannot make progress by voluntary agreement ... 
legislative powers would be taken to protect the 
interests of the early leavers. I can make the 
pledge zbsolutely unequivocal." 

DF.ATH GRANT 

F.:1'.0 Radio "Election Call" Programme 1) May 1983  

5. 	Mr Fowler: "I can't give you a pledge that 
we are going toincrease the death grant for 
everyone as a general benefit throughout the 
country. It's a matter of priorities." 

• 
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"C:;nr:::::: 70 TE22-:;HS: WAY'. OF FI:.%ZiNG TM: NHS 
— 	 E. 	Th.: Primr  Mins:cr: 	-If he [!!: Foot) ic.:,:ts 2: 

The ?rir.le Minister on "Panorama"  1 1 nay 1983 	 the criII qur.teLicn Ir:.:, thc press ccnfe:en:e ;in IS 
_ 	_________Lam:a.aizn) he.will....find e Lentcnce, whic .r. 2 well 1 	

- 	- 	. ._. 
'e have no intention of changing the finance 	. remember Zelivering, to the effect :hr.:. ns respon- 

of tie National Health Servrce ... it will cont'nue 	sible Government could ever premise not to increas e  to be financed by taxation" 	 prescription charges. I repeat that now. The 
important thing is that the exemptions remain." 2. 	Question [Sir Robin Day): "Do you stand by your 

stateroent of las: October, Prime Minister: 'The 	 The Prime Minister on "Panorama" 31 May 1983  
National Health Service is safe with us. The prin- 
ciple that adequate health care should be provided 	9. 	"1 was quire rlelr [in 1979) that no Cavernmeni 
fua all regardless ot ability to pay must be the 	 could give that undertaking (not to put up prescrip. 
foundation of any arrangements for financing the 	 Lion charges). I could not give that undertaking 
National Health Service'?" 	 now, and do not. I gave two undertekings then. 

One was that I would not put, or not institute PH: "Yes", 	 charges for stays in hospital nor for going to the 
doctor. I repeat those pledges.. Those are the ones 3. 	"Our performance in the NHS is better than that 	that we can give."' 

of the last Labour government and I would no more 
think of dismantling the National Health Service than 	Press conference 24 May 1983  
I would think of dismantling our defence forces." 

10. The Prime Minister.  "No xespunsible Government 
Press conference 24 May 1983 	 no responsible Opposition, no responsible politiciar 

' 	 , 	 could rule out the possibility that prescription 4. 	Mr Fowler: "Privatising the health service in 	charges will rise. So I wouldn't dream of ruling it the sense of seeking to find a new way to finance it 	out. 
by compulsory private health insurance - that we have 
ruled out 	 We intend to continue to finance [the 	THE PRIVATE SECTOR  
Health Service)._ in :basically the same way it is 
done at the moment." 	 (a) Use by NHS of the private sector 	st.. 

Press conference 7 June 1983 	 Press conference 31 May 1983  

5. 	Mr Fowler: "Successive 'Conservative Governments 
have helped to build up the National Health Service 
and our aim will be to achieve a better health • 
service and to ensure that as much money as possible 
goes to direct patient care. So our commitment to 
the National Health Service is undoubted." 

SPENDING ON TEE-NHS 

Press conference 7 June 1983 

11. Mr Fowler: "The criterion is that health 
authorities make use of the independent sector when 
it can contribute economically and effectively to 
the care of National Health Service patients. That 
is the criterion 	We are not in the busines of 
subsidising the private-  sector, but we are in t 
business uf enuouraglaig and sLimulatiftg the indepen-
dent sector just in the same way as we are the 
voluntary sector." 

0:J1 PC reolv 10 Ma• ,  l23  	 42 

6. 	Question: "Are you pledging today to carry on 
spending more than is required [to meet the cost of 
demographic change and medical advances) or are you 
going  to cut back to only what's required?" 

Answer: Mr Fowler: "We have set out our spending 
plans in the Public Expenditure White Paper and those 
plans, as the Public Expenditure White Paper says, 
will be subject to further consideration and upwards 
review if that is necessary. But we are not making 
a commitment on the amount of money we'll be spending 
above what is in the Public Expenditure White Paper.... 

1 There is no question of a downwards' review taking place on the Public Expenditure hire Paper figures that we 
have already publisherL" Mr Clarke: "I think we can 
probably say that we spend as much as is necessary to 
maintain a good National Health Service of which we --- 
can be proud." 	• 

CASH LIMITS FOR FPS SERVICES 

Press conference 7 June 1983  
• 

7. 	Question: [plans to cash limit the FPS Service?) 

Mr Fowler: "No." 
1 . 
1 Mr Clarke: "The answer is -  no. The study being carried 

1  out by Binder Hamlyn into the financing of the family practitioner services .... will be advising us on how 
best to predict the level of expenditure on the Fps 

i and how best to control it to make sure that people 
are properly accountable for' the public money. But 

j 1 there is no cc-nitment whatever to cash limiting the 
ti service." 

(b) Tax concessions on orivate health insurance 

Press conference 7 June 1963  

Mr Fowler: "It would be someththg for a 
future Conservative Government to consider, but 
there are no plans at the moment. 

NHS PAY - 

Press conference 24 May 1983  

Mr Clarke: "With over a million staff we have 
got to deal fairly with our staff; at the same time 
we have got to keep-  within what can be afforded and 
not to spend money at the expense of patient care." 
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PUBLIC EXPENDITURE REVIEWS  

When we had a word a little while ago with the Prime Minister, 
we agreed that three aspects of health spending should be reviewed. 
The purpose of this letter is to say how I see the scope of these 
three reviews. 

In each case the aim of the review would be to examine the scope 
for improved control and public expenditure savings both in the 
longer term, and in the immediate future. I would hope to see 
specific proposals emerge which we can then confidently put 
forward to our colleagues. In the process of so doing I hope 
that the reviews will identify possible immediate savings as well 
as any immediate action which could and should be taken now to 
secure longer term improvements. The reviews should be radical, 
but consistent with the wider approach we are now trying to 
promote to greater financial control and responsibility in the 
field of primary care. 

It was agreed that each review could be conducted jointly by the 
DHSS and the Treasury. If possible I think there should be an 
agreed joint report to us both on each review by DHSS and Treasury 
officials. As far as immediate savings are concerned, recommenda-
tions should be submitted to us both in time for the findings to 
be taken into account in the next public expenditure survey. Work 
on longer term savings can no doubt continue after that, if 
necessary, but nevertheless I would wish it to be carried out 
promptly. 

The first subject area to be covered is the contractual relationship 
between the NHS and the contractor professions in the family practi- 
tioner services. I know that you already have in hand a fundamental 

SECRET 
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review of the pharmacists' contract; I am grateful for 
Wineth Clarke's letter - of 17 January about this. The public 
Wenditure review would not duplicate or take over this work, 
but rather would extend its radical approach to the other 
contractor professions. In the case of general practitioners, 
for example, the review might look at whether the arguments that 
led to item of service payments and direct reimbursements are 
still valid, as well as whether the system has become too 
complicated. For dentists, there is the fundamental issue of 
whether the item of service basis of remuneration is producing 
the results we would wish. We cannot expect to achieve every-
thing at once, and in some areas we will be able to build on work 
already in hand. But I would certainly expect to see, for each 
professional group, a clear plan for how we intend to go forward. 

The second area for review is the PPRS including its impact 
upon prescribing practice. Again, I am aware of work already in 
hand here, and in the case of the PPRS of the changes which have 
recently been made to the scheme. We shall have to look at these 
again in the light of the report of the Review Board on 
Non-Competitive 	Government Contracts. The public expenditure 
review would however need to consider more fundamental changes 
than have been made so far. Action taken so far has altered some 
of the parameters of the scheme without affecting its basic mode 
of operation: the new review will need to consider that. For 
example, it should consider the justification for reimbursing any 
promotional expenditure by drug companies, an issue to which I 
drew attention in my letter of 29 November 1983 to Kenneth Clarke: 
though the timescale for making any further changes will have to 
take account of what has been said on this in Parliament and to 
the industry. But I do not think that it is sensible to look at 
the PPRS in isolation from our wish to see more effective and 
more economical prescribing practices. We need to be sure that the 
form of the PPRS will not frustrate attempts by doctors to prescribe 
economically by reference to the price of individual drugs. We agreed 
that it was most important to bring about changes here to promote 
prescribing of cheaper drugs and to discourage unnecessary prescrip- 
tions. 

The third area for review is that of NHS charging policy generally. 
It goes without saying that this is a highly sensitive area, which 
will need to be handled with care. But the Government's policy 
of seeking ways of financing a higher proportion of essential public 
services other than from taxation requires us to look at NHS charges, 
although we all recognise that our Election pledges may rule out 
some of the major changes for this Parliament. We do need to be 
clear in our own minds, however, about the charging options which 
are worth considering for the future. 

There are some charges not ruled out by our pledges, which the review 
should consider for possible introduction in the shorter term. I 
have particularly in mind cost-related charges for drugs. Quite apart 
from the possibility such charges offer for raising increased income, 
they could have a strong and beneficial influence on prescribing 
practice. There are links too with the review of contractual rela-
tions with the practitioners. 

If you agree, I suggest that we should ask our officials to begin 
work on these three reviews forthwith. Given the sensitivity of the 
subjects we need to keep the circulation of the papers as limited as 
possible. 

SECRET 
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limm sending copies of this letter to the Prime Minister, and to 
Igr Secretaries of State for Scotland and Wales. 
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EQUIPMENT LEASING ASSOCIATION SPEECH 

Mr Chairman, Ladies and Gentlemen, may I first express my warm thanks 
for your delightful hospitality here tonight; and then thank you 
even more warmly for both the compliments you have paid to the Bank 
in making it the subject of this toast, and to myself for inviting me 
to respond to it on this the twelfth annual dinner of your 
Association. 

Rather than look back to past speeches and past events, it is 
probably more attractive on an occasion such as this to look to the 
future. 	Visionary expectations or even prophecies of doom usually 
excite most interest after dinner; they have the important advantage 
that one cannot be proved wrong, at the very least until the next 
morning. 

So, what of the future? 	If I remember correctly, Benjamin Franklin 
once said that there was nothing so certain in this world as death 
and taxes. 	Well, the substantial changes introduced by the 
Chancellor in his Budget may well have proved Benjamin Franklin 
wrong. 	You, Mr Chairman, have naturally spoken about these changes 
and their impact on the leasing industry, and in view of their major 
effects I shall do so also, in a few minutes. 	But before I come on 
to their particular impact on leasing I think it may be useful if I 
first review the broader picture - the impact of the corporate tax 
changes in the Budget both on the overall financial position of 
companies, and on the scale of their investment. 

I do this because it seems to me right to start, as you did 
Mr Chairman in your penetrating analysis, by recognising that, 
important as the impact of the proposed removal of first year 
allowances will be for the leasing industry, it will not be the only 
significant influence in the period immediately ahead and does not 
discriminate against the leasing industry. 	Indeed, I do not think 
that any such discrimination would have been justified. 	I am very 
conscious of the benefits that the leasing industry has brought to UK 
business, especially during the difficult years of recession when 
many firms have been unable to obtain the immediate benefit of tax 
allowances on new plant acquired for the business. 

The starting point for the Budget was the objective of stimulating 
efficiency, enterprise and employment. 	One important way of 
achieving this was to reduce the discouragingly high rate of 
corporation tax. 	Another was to remove the artificial inducement to 



2 

investment which resultea from the high rates of capital allowances. 
The case for these had been reduced by the containment of inflation 
at a moderate level and the improvement in the financial position of 
companies. 	Despite the reductions which are proposed, capital 
allowances will still be, on average, more generous than depreciation 
at normal commercial rates for most assets; and with our current 
rates of inflation they will not be dissimilar to replacement cost 
depreciation. 	These changes do, of course, involve some reduction 
in the implicit fiscal subsidy to investment, but this will, by the 
same token, reduce the extent to which investment decisions are taken 
on the grounds of their fiscal impact rather than the underlying rate 
of return. 	In addition, one benefit of the proposed reductions in 
the rate of corporation tax is that they go a long way towards 
eliminating the fiscal discrimination against equity relative to debt 
finance, so encouraging companies to strengthen their balance sheets 
by raising equity finance where appropriate. 	I think that, overall, 
these measures when fully implemented will provide an environment 
more conducive to the longer-term development and health of UK 
industry, and there will be encouragement to enterprise which will 
arise from a lower tax rate on corporate profits than applies in any 
of our major competitor countries. 

The scale of investment by UK companies creates, of course, the 
demand for the financing you provide, but in return the availability 
of finance for investment on attractive terms through leasing 
increases the scale of investment which industry is able to 
undertake. 	Thus over the last few years leasing has made a notable 
contribution towards sustaining investment by British industry; 
indeed, Mr Chairman, your Association has done a great deal of useful 
work in informing as well as educating both ourselves in the Bank and 
those in Government about this contribution. 	Last year about 12% of 
total new investment was financed by leasing. 	While the growth in 
lease finance over the 13 years that your Association has existed is 
a remarkable achievement, it also reflects the particular tax system 
which has been in force during this period and the low level of 
profitability of the corporate sector - a situation which is now, 
happily, showing a sharp improvement. 	Leasing seems likely to 
continue to play a significant role, which will be particularly 
important as we continue along what appears to be a more sustainable 
path of recovery than we have seen in the recent past, with most 
forecasters predicting that growth in GDP will continue this year at 
around 3%. 

The strongest element in the growth of demand has, until recently, 
been consumer spending; but investment is - at last - recovering, 
albeit from a low base with manufacturing investment in 1983 having 
been nearly 40% below its 1979 level. 	Industrial profitability has 
also recovered significantly from the very low levels of the early 
1980s, helped by some excellent productivity gains. 	But the 
prosperity of industry in the longer term is bound up with the growth 
of productive investment of all kinds, and the erosion of our 

• 



3 

productive capacity that must have occurred needs to be reversed 
through an increase in capital investment. 	We began to see signs at 
the end of last year that some recovery in investment is at hand. 
This is most welcome, for an adequate level of investment will be 
crucial for the sustained growth we all look for. 

Some stimulus to capital spending will be provided by the financial 
incentive to bring forward investment plans created by the pre-
announcement of the planned reduction in corporation tax and first-
year allowances, although this will inevitably be tempered by the 
physical, practical and financial constraints on companies' ability 
to accelerate large capital expenditure programmes. 	I also believe 
that in the longer term the Budget changes are likely to have 
favourable consequences for our economy. 	I will not go further into 
the reasons now; indeed 1 fear that my excursion into the niceties 
of corporation tax may have tried your patience after such a splendid 
dinner. 	For tonight let me just say that I am hopeful that 
investment will increase and that leasing will have an active part to 
play in financing this investment. 

I said earlier that fiscal changes are not the only significant 
influence on your industry. 	Even the Chancellor does not have a 
monopoly of influence over the future demand for lease finance. 	The 
economy has its own dynamics and as our economic recovery continues 
it was to be expected that even without the tax changes more 
companies would have moved into the tax-paying bracket and thus find 
themselves less reliant on lease finance. 	In addition the liquidity 
of companies is now improving and they may not need quite so wide a 
range of borrowing facilities as in the past. 

Indeed, the improvement in industrial and commercial company 
liquidity has been a remarkable feature of the recovery, with the 
growth in financial assets of major companies outstripping the growth 
in both their stocks and fixed assets. 	On the one hand it is 
comforting to know that the financial position of companies is 
healthier and that the finance is not being used, for instance, to 
build up stocks or working capital after the significant improvement 
in stock control over the last few years. 	But on the other hand it 
would be worrying if the caution which has perhaps been caused by the 
pain of the recession were to limit unduly the will to exploit the 
investment opportunities available to make good use of these 
resources. 	This is of concern because companies need to remain 
competitive with their counterparts in other countries. 	This is 
only likely to occur if we maintain a high level of profitable 
investment, accepting if necessary the risks so long as these are 
commensurate with the size of the business concerned. 	Above all, 
investment must be boosted in the development and production of 
technologically advanced goods which can compete with overseas 
products on price, quality and reliability. 	Without such investment 
our competitiveness is likely to decline. 	Thus although UK 
industry's productivity improved last year, our overall cost 
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competitiveness, ignoring exchange rate fluctuations, probably 
declined compared with that in countries such as Germany, the USA and 
Japan. 	In short, our costs probably rose faster than those of our 
strongest competitors abroad - principally because of the rate of 
increase of earnings. 	Companies need to be very attentive to their 
unit labour costs if the substantial gains that have already been 
made are to be fully realised. 

What then of the prospects for your business? I believe that leasing 
is likely to offer attractive rates of finance during the current 
year for the productive investment which is so important to the 
health of our economy, but the Budget changes have significant 
implications for the leasing industry in the longer term. 	While 
these changes, which apply to all companies, will reduce the subsidy 
given to investment in fixed assets as well as reducing the 
discrimination against direct costs such as labour, the leasing 
industry and, indirectly, banking, will be among those most 
significantly affected. 	The reductions in capital allowances will 
have the effect of greatly increasing the amount of investment which 
lessors would wish to finance if there were sufficient demand. 	But 
demand is unlikely to reach this level. 	As you remarked in your 
speech, Mr Chairman, this will probably lead to greater competition 
and encourage greater innovation and sophistication in the 
structuring and marketing of leases written. 

The developments which are likely to flow from the Budget draw 
attention more generally to the importance of the continued 
maintenance of high standards among lessors. 	In the bracing and 
competititve environment which is likely to follow, it is quite 
likely that price competition will quickly develop; indeed leasing 
margins appear already to have started to fall. 	The quality of 
leasing books has in the past been high and care will be needed that 
standards are not compromised or business taken on at too fine a 
margin in response to greater competitive pressures. 

It is perhaps an exaggeration to liken lessors to the man who, having 
paddled his canoe along a relatively smooth, placid river, suddenly 
enters into a long stretch of rushing, white water containing rocks - 
some seen and some unseen. 	The adept canoeist picks his course 
safely through the white water, though not without the benefit of a 
hard hat and built-in buoyancy. 	So I am sure that those who 
negotiate the turbulence will see the changes having a significant 
effect on business and on competition between lessors. 

Leasing has traditionally offered a number of advantages which are 
not necessarily associated with taxation. 	Not only is leasing an 
additional source of finance, but its nature is similar to that of a 
term loan and I hope that it will continue to offer fixed interest 
rate terms for a significant proportion of assets. 	Leasing can also 
offer a degree of flexibility which is not necessarily available with 
other forms of finance. 	But to satisfy customers, lessors will not 
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only have to offer the right price but also service and advice of a 
high standard in order to attract business in a sector no longer 
constrained by the volume of supply. 

With these prospects and against the background of the discussions in 
the City about regulation, I welcome the steps your Association has 
taken in setting up its own code of practice. 	I hope that the 
members of your Association, Mr chairman, will conLinue Lo appreciate 
the work that has been done in this area and that the Association 
will continue to be alert to the needs of its members and customers 
as well as maintaining and developing your code of practice. 	The 
point is particularly important given the changes facing the industry 
and the need to keep customers aware of the effect of those changes 
on their future rentals. 

The leasing market has developed considerable sophistication and 
expertise over the last few years and has made a major contribution 
to the financing of UK industrial investment, particularly in 
recession when corporate profits were low and interest rates high. 
But change brings new demands, for which the expertise gained in 
equipment finance should provide a solid launching pad for the 
future. 	The City of London has traditionally been a major source of 
finance for industry, and its reputation in matching this finance to 
the needs of its customers is second to none. 	If I survey the whole 
range of financial services offered by the City, I find that all 
concerned are coping with change either in a shifting economic 
environment or for other reasons, and that they are adapting their 
practices accordingly. 	I hope - no, I think I can go further and 
say, I know - that you will fully match up to this tradition and will 
continue to promote both leasing and other sources of finance on 
advantageous terms for industrial and commercial companies. 	Your 
tradition of innovation will undoubtedly be maintained and, as with 
much of UK industry and commerce, the efficiency and quality of the 
services you offer will become as important as their price. 	I look 
forward with confidence to the significant contribution which you 
will make to economic recovery, and to prosperity in the longer term. 
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IiiIMES CONFERENCE ON THE BUDGET, 22 MAY 

You all know the old saying — which is trotted out to begin every 

speech on taxation — that only two things in this life are certain. 

Death and taxes. Sadly, there is a lot of truth in it. In all 

civilised societies the Government has to provide some services which 

no—one else can supply: at the very least, defence and policing. 

And taxes have to be raised to finance that spending. 

This Government believes that a free market tends to produce the 

most efficient allocation of resources. That is our starting point, 

and a number of conclusions about what sort of tax system we should 

have follow from it. 

First, though taxation is an important instrument of economic policy, 

it should apply in such a way that it neither kills off economic 

activity, nor in general promotes one sort of acitivity in 

preference to another. The tax system should be neutral, or to put 

that in a still clearer way, the economy should function as much as 

possible as though taxation did not exist. At the same time we 

want to create a simpler tax system, one which is easier to understand. 

People and businesses should respond to stimuli within the system, 

not to stimuli imposed by the Government. 
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006 this notion of neutrality it follows that the tax base should be 

as wide as possible and the rates of tax as low as we can get them. 

If some goods and services, some activities, some categories of people 

are in the tax net, but others are left out, then that itself imposes 

a distortion, a position which is less than neutral. Economic activity 

will of course tend to shift towards the areas exempt from tax. If tax 

rates are high, then even if they are broadly and neutrally applied, 

they will tend to choke off economic activity. 

So these are the main principles we start with: neutrality and 

simplicity, a broad tax base and as low rates of tax as possible. 

You can trace these ideas through the Budget measures. They are there 

in our changes to personal taxation - in the switch from income tax to 

VAT, for example, and in our moves to a more even-handed treatment of 

savings. But today I wish to concentrate on the taxation of business, 

and show the thinking which lies behind our Budget proposals. In 

particular, I wish to concentrate on the proposed changes in corporation 

tax rates and capital allowances. It is these that are the most far- 

reaching and radical of the proposals directly affecting business. 

I don't want you to forget the other changes such as the abolition of 

stock relief and of the NIS and the changed-postponed accountin - 
g-,  

arrangements for VAT(But I shall refer to these today only in passing. 
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110nd I certainly don't want you to forget this year's other changes, 
aimed directly at reform of the capital markets. Those are also of 

great importance to all businesses. We halved stamp duty and that 

substantially reduces what the Stock Exchange Chairman called "the 

single most important deterrent to direct investment in shares". We 

made important improvements in the treatment of share options and 

that too should constitute a welcome stimulus to the equity market, 

as well as making it easier for British companies to attract and hold 

really key executives. Abolishing the investment income surcharge, 

that outdated penalty on investment and enterprise, also puts the 

acquisition of shares on 2 more equal footing with other forms of 

saving. On the loan finance side the proposed CGT exemption for new 

issues of certain capital bonds, will bring their treatment broadly 

into line with Government securities. 

All these, and several further minor measures too, builds on this 

Government's success in establishing a sound financial and monetary 

environment, and further promotes the revival of the capital markets. 

These budget proposals will reduce distortions between loan and equity 

finance, and will encourage the capital markets to operate with 

greater efficiency and flexibility. And most importantly, they will 

increase the flow of savings into the company sector. 
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41!he old system  

Let me remind you of the position before the Budget. Our nominal rates 

of tax on companies were very high. A "small companies" rate of 38 

per cent. A main rate of 52 per cent. And an even higher marginal 

rate - 55i per cent - for companies moving from the small companies 

rate onto the mcin rate. 

But at the same time as some companies laboured under high nominal 
their profits from 

rates of tax, many were able to take advantage of the rules to shelter/ 

corporation tax entirely. Only one-third of companies regularly pay 

corporation tax, and 2 third never pay it. The revenue yield to the 

Government was relatively modest: in 1983-84 about E4 billion in 

total from mainstream corporation tax, compared with E6 billion from 

petroleum revenue tax alone, E31 billion from income tax and E15 billion 

from VAT. 

Thus we faced the worst of both worlds - on the one hand, a low 

revenue yield and, on the other hand, a system of high nominal rates 

which frenuently deterred people - including foreign companies - from 

setting up business in the UK. 

The paradox of high rates of tax and relatively low yields is 

explained by two factors in particular. Low profitability in British 

business. And a series of very generous allowances - particularly 
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On capital investment - built into the tax system. These allowances 

were designed to stimulate investment. But since they also reduced 

the tax yield, it follows that they had to be paid for by much 

higher rates than would otherwise have been necessary. Businesses 

very naturally and rationally took tax considerations extremely 

seriously when deciding where to put their money. The low yield 

of corporation tax is to some extent a tribute to their prowess in 

sheltering their profits by taking advantage - through leasing 

arrangements for example - of the capital allowances built into the 

system. But by the same token the lack of pre-tax profitability 

amongst British companies has been an indictment of the tax system, 

which has encouraged investment whether profitable or not. 

The UK system before Budget Day offered probably the most generous 

tax subsidies in the world to certain types of investment. It was 

assumed that this would mean more and better  investment in the UK 

than in competing nations. Yet this has not been the case. Certainly 

investment activity here has not exceeded investment among our 

competitors. Even for machinery and plant, which received the most 

generous increase of all we have not out-performed our competitors. 

Data from 1970 to 1981 show that investment as a proportion of GDP 

was much the same here as in the other "big seven" OECD nations. 

More disturbingly, the assumption that tax incentives meant better 

investment has been proved alarmingly wrong. On any measure, the 
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Iltroductivity of Britain's business investment has fallen far short of 
our competitors — below Germany, France and the USA, let alone Japan. 

The real pre—tax rate of return in manufacturing, for example, 

averaged 6 per cent in the UK over the period 1976-1980 compared with 

16 per cent in Germany and 18 per cent in USA and Canada. Figures 

of output per unit of the net capital stock also support the 

proposition that capital has generally been poorly used in the UK 

compared with other countries — in manufacturing, for example, 

on this measure capital has been used only about half as effectively 

as in Germany and the USA. In a competitive world — and in the UK 

external trade accounts for some 30 per cent of total output — it is 

clearly detrimental to companies and to the nation to have resources 

so inefficiently used. 

There is nothing virtuous or of benefit to the economy in investment 

for its own sake. Investment pre—empts resources which could be used 

elsewhere and therefore involves a sacrifice of current satisfactions. 

Such a sacrifice is only worth making if a capital project yields a 

return. From the nation's point of view, it is only productive if it 
LoA,,00  

ma eses a return ifete4h post—tax,anzl—pre7tax. Previously too much 

investment has not done so. Though there are many reasons why the 

UK has made poor use of capital it is hard to escape the conclusion 

that a tax regime which subsidised and encouraged projects with low 

returns has been an important contributory factor. 
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Before the Budget most new investment in plant and machinery 

attracted a 100 per cent first year allowance and industrial 

buildings an initial allowance of 75 per cent. These allowances 

of course represented a much faster rate of write—off for tax 

purposes than the assets' true rate of depreciation, or the 

way in which they would be treated by the company for accounting 

purposes. 

So, some projects went ahead even though their pre—tax rate of 

return Was very low or — in the case of some projects financed 

by borrowing — even negative. It was their post—tax rate of return 

which made them attractive to the company. Companies quite naturally 

became involved in the pursuit of tax efficiency rather than in 

seeking truly profitable projects into which to put their money. 

As 1 say, that was a rational commercial decision given the tax 

conditions. But the result is bound to have been to reduce the 

quality  of our investment and that is critical to our ability to 

compete in world markets. I believe it has played an important 

part in our failure, over many years, to compete more effectively 

in international markets. 
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*art from this failure to meet fundamental objectives, the old 

system of corporation tax had other deficiencies. First, it treated 

different kinds of investment very differently. Some investments 

received a substantial subsidy through the tax system; others bore 

a substantial penalty. Secondly, by providing incentives for capital 

investment, whether or not this was profitable in pre—tax terms, the 

system encouraged the replacement of labour by machinery and 

equipment, even where there was no economic case for doing so. 

Thirdly, it encouraged debt financing as opposed to equity. 

In summary, under the pre—Budget system, investment decisions were 

frequently governed by the tax rules — and hence by the professional 

tax adviser and, indirectly, the politician — rather than by the 

businessman. And the tax adviser and the politician, were pushing 

business towards investment decisions with a poor rate of return — 

often investment for its own sake — and in the process probably adding 

to the country's major problems of poor competitiveness and high 

unemployment. 

It may have come as something of a shock to the British public, 

brought up to believe in the unquestioned virtue of all business 

investment, to hear that principle challenged by Government. But I 

sense that in the business world the shortcomings of the system were 

well understood and the Budget proposals have therefore immediately 

struck a chord with business opinion. 
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Illhe Budget proposals  
This brings me to the company tax strategy on which the Government 

is embarked. I would make two preliminary points. First, the 

proposed changes — though radical — work within the existing imputation 

system of corporation tax. I think it is right to do so, and I note 

that the overwhelming majority of responses to the 1982 Green Paper 

on company taxation were also in favour of preserving the imputation 

system. Secondly, and a point to which I shall return, we wanted to 

set out the changes clearly over a number of years both to reduce 

uncertainty and ease the transition. This marked a considerable 

departure from conventional budgetary decisions, which are normally 

taken only one year in advance. But the medium—term approach to 

policy is a distinguishing characteristic of this Government — 

familiar in a number of areas from the MTFS to the privatisation 

programme. 

Central to the company tax proposals.is  the reduction of the high 

nominal rates of corporation tax to which I have already referred. 

It is only companies which make profits — and cannot shelter these 

profits — which pay tax, and so high rates of tax tend to penalise 

the successful. The corporation tax system in effect has until now 

been taking away from the profitable and using it to subsidise 

investment by a wide range of companies, whether successful or not. 

It has imposed a higher tax burden on companies investing in labour 

than those insisting in plant and equipment. And it has diverted some 



111 our best talent into even more imaginative ways of obtaining the 
benefits of the overgenerous reliefs. That is the curious money-go- 

round which our proposals aim to eliminate. 

The result will be - is designed to be  -  to encourage profitable 

companies by allowing them to keep a very much larger share of their 

profits. This Government is happy to put the word "profit" back into 

the national vocabulary. It is profits which demonstrates our success 

against world-wide competition; it is profits which provide the main 

engine of growth in our economy; and it is profits which will create 

new opportunities and new jobs. 

Our proposals are designed to reduce or eliminate the distortions 

in the system which I have described. 

First, and foremost, by abolishing initial and first year allowances 

for capital investment, we bring the tax treatment of capital assets 

in general more closely in line with a typical depreciation profile. 

The new system, when fully in place, will thus treat fixed assets in 

a more even handed manner. Companies will be encouraged to find 

projects which are commercially efficient rather than merely tax 

efficient. This means, of course, that many investments will need 

to pass a stiffer test than under the old system. But while the cost 

of capital will rise at the margin because of the reduction in allowances, 

some highly profitable projects will do better under the new system 
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because of the reduction in the rate of corporation tax. 

The reduction in capital allowances will also substantially reduce 

the artificial incentive to replace labour with machinery and 

equipment. That distortion at a time of high unemployment is 

particularly damaging. We also took the opportunity in the Budget 

to abolish the National Insurance Surcharge, which constituted another 

tax distortion working against the retention of existing workers 

and the employment of new labour. By tackling both NIS and the 

bias against labour in the corporation tax system, I believe that the 

Budget can have a marked effect in increasing the relative attraction 

of keeping existing jobs and of creating new ones. 

The proposed changes in capital allowances are designed to reduce the 

discrimination between different assets and sectors, leaving the market 

to determine the most efficient allocation of resources between them. 

They are certainly not intended as an attack on manufacturing 

industry, an allegation which has been made by the Government's 

opponents. Rather they remove the disadvantage which other sectors 

have suffered under. More efficient use of resources by companies 

also means a better and more balanced use of the resources of the 

nation as 2 whole. 

Secondly, reducing the rates of corporation tax will al in large 

measure with another un lco distortion: that in favour of debt wene 



•ainst eQuity. The bias arises because interest payments are fully 

deductible in arriving at taxable profits, while dividends are 

only partially offset - via the imputation system - leaving corporation 

tax on distributed profits payable to the extent that corporation tax 

exceeds 30 per cent. So from now on the bias is eliminated for companies 

paying the small profits rate and, for other companies, the bias will 

be small once the main rate has dropped to 35 per cent. 

Handling the transition to a new tax system is always difficult, and 

of key importance. As 1 have said, the Budget set out reduced rates 

of corporation tax for a number of years ahead. We thought it 

essential in making changes to give British business certainty for 

the future. That is why the new rates - 30 per cent for small 

companies and the reduction in four stages to 35 per cent for the 

main rate - are built into this year's Finance Bill. Phasing out 

the first year and initial capital allowances over the same period 

as the reduction in the main rate of corporation tax seems to us 2 

sensible and practical way to proceed. 

Over the period to 1988-89 as a whole the corporation tax changes 

by themselves are expected to be revenue neutral. But both this year 

and next the Government will lose revenue from the reduced rates of 

tax faster than it gains revenue by restricting the capital allowances 

and abolishing stock relief. That is a price we are happy to pay in 

order to obtain as smooth a transition as possible. Once the 
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•ansitional period is over, I am confident that the effect of the 

measures will certainly not be to increase the tax burden on industry. 

Indeed in the 1990s when the effect of the corporation tax changes 

have fully worked through, companies should benefit very considerably 

from the new system, and that is without considering the continuing 

benefit from the abolition of the NIS. In particular, I believe the 

lower tax bite on profits will stimulate firms to undertake more 

innovatory expenditure and activity and so raise economic performance 

generally. 

Our businesses do not live in an isolated world and it is 

important to assess the changes proposed against company tax systems 

applying in other countries. The main rate at which company profits 

are taxed will be significantly lower in the UK than in any of our 

major competitors. For example, in France the rate is 50 per cent; 

in West Germany, 56 per cent; in the Netherlands 48 per cent; in the 

United States, 46 per cent; and in Japan, 42 per cent. By 1986  — 

on the conventional assumption that scrap value is about 10 per cent — 

expenditure on plant and machinery in the UK will be written off 

against tax within about 8 years and the write—off period for 

industrial buildings will be z5 years. In competitor countries the 

comparison varies between one sort of asset and another but, in 

general, our write—off periods will be comparable with those overseas. So 

I believe the overall effect is to make Britain an attractive place 

for both domestic and overseas investors. 
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Peroration  

From all that I have said I think it will be clear that we see the 

far—reaching changes in corporation tax as being of great significance 

in our economic development. Taken in the context of the stable 

financial framework provided by our MIFS, the changes are addressed 

to some of Britain's most intractable problems: low profitability 

in business, lack of competitiveness and high unemployment. Our 

solutions are radical: a mnjor reform of the allowances and very 

substantial reductions in the rates of corporation tax. We look 

forward to seeing higher ouality investment, and therefore better 

use of the nation's resources. That will improve our competitiveness 

and profitability, and feed through into sustained economic growth. 

The changes in the Budget are much more than routine tinkering with 

the tax system on a care and maintenance basis. They should be seen 

as part of a wider strategy of tax reform. They are supported in 

this Budget by other changes which will be of benefit to businesses 

by encouraging markets and improving the flow of finance to the 

corporate sector. The corporation tax changes themselves follow a 

very careful analysis of the operation of the tax system and a thorough 

re—appraisal of its rationale and economic effects. In the process 

we have overturned a number of conventional wisdoms. 

I believe the new regime offers business a tremendous opportunity 

to plan with certainty for the future and to take decision—making 
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back to the boardroom s  away from the tax planners, and from 

Whitehall and Westminster. To those thinking of investing in 

the UK from overseas it means a simpler system with much lower rates 

of tax than elsewhere. For those established here, it means that 

the rewards for success are greatly increased. 

The Budget opens a new deal for companies and makes Britain a better 

place to do business. Companies will need to stand back and assess 

the new system, and some may need to make adjustments. But I know 

that business will sieze these new opportunities. 	In the past 

governments have been legitimately criticised for ignoring success 

and bolstering failure. This Budget marks a break from that, towards 

2 dynamic economy with worthwhile incentives for profitability 

and success. 

15 



H. M. TREASURY 
Parliament Street, London SW1P 3AG, Press Office: 01-233-3415 

Telex 262405 

 

PLEASE NOTE EMBARGO 

NOT FOR PUBLICATION, BROADCAST 
OR USE ON CLUB TAPES BEFORE 
21.00 HOURS, TUESDAY 20 MAY 1980  

20 May 1980 

Speech by the Chancellor of the Exchequer, 

the Rt Hon Sir Geoffrey Howe, QC, MP, at 

the Confederation of British Industry's 

Annual Dinner held at Grosvenor House, London 

on Tuesday, 20 May 1980. 

PRESS OFFICE  

H•  PI TREASURY  

PARLIAMENT STREET 

LONDON SWIP 3AG  

01-233 3415  

95/80 



Your presidency will be remembered above all 

for the leadership, undemonstrative but strong, which 

you have provided at a vital stage in the development 

of the CBI. Building on the foundations laid by 

Lord Watkinson, you have helped to bring the 

organisation to the very centre of the national 

stage. Confident that, at the youthful age of 57, 

you still have much to contribute to the future of 

British industry, I offer you, on behalf of this 

distinguished company, warmest congratuldLioh6 on 

a presidency of real distinction. 

But you would be the first to acknowledge the 

debt that you owe to our late, dear friend, John 

Methven. 

As Minister of Consumer Affairs in Ted Heath's 

Cabinet, it was my great good fortune to appoint 

John to his first public office, as Director General 

of Fair Trading. So, from time to time, I used to 

tease him - and hugely boost my own morale - by 

claiming that I was the man who invented John 

Methven. 

It was an absurd claim, of course. For, more 

than anyone else, John was his own man. 

And, more than anyone else, he transformed the 

CBI into a fighting organisation, heeded now with 

equal respect, by Ministers, by union leaders, by 

Whitehall - and by the people. 

Ho % we shall all miss the candour of his 

advice, the clarity of his advocacy, the courage 

of his convictions - and, most of all perhaps, 

the quiet passion of his patriotism. 

That was never more evident than when 

John Methven told your last annual conference: 



ever a nation stood poised between 

remorseless decline and real success, 

between poverty and prosperity, between 

disintegration and moral recovery, then 

it's Britain on the eve of the 1980s. 

In the starkest terms, I'm saying to you 

that we are drinking in the Last Chance 

Saloon." 

How is it that Britain, once the world's greatest 

industrial power, now faces this stark choice? Is 

it solely because of bad economic management by 

Government? Because Governments have got their 

forecasts wrong? Because Governments have made a 

mess of managing demand? Because Governments have 

made a mess of fixing the exchange rate? Is it 

uovernments alone LhaL dVe .vebpoilible for 20 ycars 

of relative decline? 

It would, in many ways, be easier if it was 

only Governments that were to blame. And, of 

course, Governments do have crucial responsibilities 
• 

about which *I shall have more than a word to say in 

a moment. 

But as for Governments being alone to blame? 

No. On the contrary, it has long been one of 

the besetting sins of our society to try to shift on 

to Government responsibilities which properly lie 

elsewhere. To use Government as an alibi for bad 

or irresponsible econo'rlic behaviour. And then to 

expect Government to clear up the resulting mess: 

a task far beyond the capacity of any Government, 

so long as the underlying causes remain untreated. 

In too many respects we have cherished illusions 

of that kind. 



We have acted as if we could have high and 

ever-rising living standards without paying attention 

to our ability to compete with other countrico, 

especially in manufacturing. 

Some trade union leaders indeed have even 

argued that the ability of an employer to compete, 

or even to pay, was none of their business, and that 

their concern was solely with the living standards 

of their members. 

It reminds me inevitably of an observation 

by one of my 19th century predecessors, George 

Canning: 

"in matters of commerce the fault of the 

Dutch was giving too little and asking 

too much." 

Today, that earlier version of the Dutch 

disease has settled far too widely over here. 

We have been giving too little in productivity 

and asking too much by way of reward. Too often 

we have allowed profits to be squeezed, on the 

assumption that Government would help out by printing 

money, by depreciating the currency or, in the last 

resort, by nationalising the business so that jobs could 

continue at the taxpayer's expense. Nationalisation, it 

has too often been thought, removes the market barrier 

to wage increases. 	And the nationalised sector has 

often set an example that others have followed. 	The 

illusion has been that we can make our labour more and 

more costly, without pricing ourselves out of a job. 



And, of course, the charm hasn't worked. How could it? 

The evidence is before our eyes, in the decline of our 

living standards relative to those of other industrial 

countries. We have only to contrast what has happened 

to living standards in Germany or Japan. 	They had to 

enter the post-war world without the luxury of any 

illusions at all. 

And so we have reached the 1980s with an economy 

in which market forces are too weak. With a 

nationalised sector and public services which are too 

large. 	And with weakened management in the enterprise 

sector. 	By many international standards our public 

services are still good. 	But the motivation for 

public service that 1.01 eriLiedl Lu dli economy with 

a large public sector has gravely weakened. 	The 

consequences were dramatically illustrated in the 

declining months of the last Government. 	That is 

the counterpart of the weakening of industrial 

management, which has resulted from the wrong kind 

of trade union activity. 

Another facet of these illusions, but perhaps 

also one of its causes, has been too much loyalty 

to class and too little identification with national 

success  -  too litt]epatriotism. 	Low key patriotism 

may have helped us bring an empire successfully to 

independence. 	It has made us less than sufficiently 

ashamed of our relative economic decline. 

Despite all the complaints, paradoxio;lly we have one of 

the most egalitarian, one of the fairest of the large 

industrial societies. 	Yet our overseas friends in 

particular often think our economy is hampered by too 

• 

much class distinction. 



What they mean, I suspect, is that it is 

hampered by overtones of antique class loyalty. 

There are, of course, two sides to all that. There is, 

for instance, far too much determination to remain 

working class, and not enough of the ambitiOn to 

become bourgeois to which our foriegn critics are 

accustomed. 	 The stress on maintaining a local 

authority tenantry, without the freedom of ownership, and 

on the fostering of comprehensive schools, not for 

reasons of educational efficiency but as a piece of 

social engineering, are all part of this. So too is 

much trade union solidarity and resistance to change 

in working practices, and the endless attack on 

any form of so-called elitism: though if we look 

at our European neighbours, we sec how wcll othei. 

countries have been served by elites of administration, 

and elites of management. Disdain for elitism has 

all too often been an excuse for failure. 

No less damaging, of course, is all the 

affectation about having the right accent or the 

right address. The reluctance, sometimes affected - 

all too often very real, to work in industry. What 

kind of a society is it (and I mean no disrespect 

to Sir Monty 	Finniston and his colleagues) 

that feels obliged, 200 years after the start of 

the Industrial Revolution, to appoint a committee 

to improve  the public status of the engineer. 

Some of the illusions of which I have been 

speaking can influence our insight into very real 

problems, simply by the effect they have upon our 

terminology. For many people, the word "competitiveness", 

for example, has come near to meaning simply a 

lower exchange rate. 



• 
I fully gppreciate, of course, the extent to 

which the present exchange rate is a source of worry. 

But I have to advise you that it is not, to any 

great extent, under my control. Insofar as it is, then 

it could only be influenced downwards - as Denis Healey 

found in 1977 - at the cost of undermining the tight 

monetary policy that is fundamental to success in the 

fight against inflation. Once the exchange rate begins 

to fall the price of imports is bound to rise. 

All too often in the past this has set off a 

further inflationary demand for higher wages. 

In the past Government policies have accommodated 

this. Production costs have risen. Any gains 

in competitiveness have been quickly wiped 

out. Competitiveness must again come to mean 

getting down costs, improving quality and 

marketing skill. 

Even today, fortunately, many companies 

are continuing to advance in both home and export 

markets. Your President-elect, Ray Pennock, 

told us at NEDC, two weeks ago, that ICI 

increased the volume of its exports in 1979 by 

some 10 per cent. The scale of their success 

enabled them indeed to make a pay settlement 

that dwarfed the recent changes in the value of 

the pound. That enables me with confidence to 

offer congratulations and best wishes to the CBI as 

well as to Ray Pennock for the two years that lie ahead 

of him. I don't for a moment suppose that growth in 

exports was easy or necessarily as profitable as the 

company would have liked. But if we can get inflation 

down, more profitability will of course return to 

both existing and new business. 



In that context, let me assure you too that I 

know very well how strongly you feel about the high 

interest rates we are having to endure in the first 

phase of our battle against inflation. I share these 

feelings. Our Medium Term Financial Strategy makes 

it clear that we mean to rely less heavily on interest 

rates in future. But it would be wrong for me to make 

rash predictions about when they will come down. 

True, the figures for monetary growth over the last 

10 months are back within the target range. 

That is encouraging. But last month's banking 

figures show that growth of bank lending is still excessive. 

Caution now means that the prospect of 

sustainable lower rates is brought forward - to 

the benefit of irdustry, house-owners and the 

economy as a whole. 	My caution should not be 

misinterpreted as pessimism. 	I have no doubt that 

it will be possible to reduce interest rates later 

in the year. 	And it was to bring forward this 

prospect that we have cut public spending and borrowing 

as much as we have. 

Let me, in that context, say a word about one final 

illusion - that this Government is so pre-occupied with 

monetary policy that we believe, or have ever believed, 

that pay and pay bargaining are unimportant. 	On the 

contrary, large catching-up pay settlements in the public 

sector promised by the previous Government, for example, 

have played a major part in determining the level of 

public services we can now afford. 	And the levels of 

pay settlements more generally crucially affect the level 

of output and unemployment. 

During the coming year the rate of inflation will 

be falling. 	So we need pay settlements below the rate 

of increase in the Retail Price Index. 	Many of those 

• 



• 
reported to your data bank are in line with that. 

That's essential, if we are to keep inflation on a downward 

trend without continuing increases in unemployment such 

as that announced earlier today. 	But while the private 

sector of industry - and Especially manufacturing industry - 

feels the squeeze, it would be quite wrong if the public 

sector did not also play its part in the process of 

bringing the rate of pay increases down. 	Everyone who 

works in the public sector must accept that as essential 

over the coming year. 

The Government's responsibility is to reduce the 

rate of monetary growth, so that inflation comes down. 

That's a long, hard process. 	It is for everyone 

involved in pay bargaining to decide whether their 

role is to make that task longer and harder or quicker 

and easier. 	For moderation in pay demands is not 

doing a favour to the Government but helping those 

who work in industry to keep their employment and to 

prosper. 

As you know, Mr. President, that is one of 

the subjects which we have now discussed several 

times at the National Economic Development Council. 

And which we are willing and anxious to discuss, 

in that forum or any other, with the TUC and with 

anyone else who is willing to listen. 

I don't find it easy to understand the complaints 

that the Government has slammed the door on the TUC. 

That we don't consult them. 	Won't talk to them. 

I have made it very clear how much importance I 

attach to those discussions. 	And that I am always 

ready - often at short notice - to consult about 

specific decisions. My colleagues and I did so, for 

example, about the 'economic and social consequences 

of BSC's difficulties. 



One encouraging development at recent NEDC 

meetings has been the agreement of the CBI and TUC 

to take important problems away for joint discussion, 

including your proposed guidelines on the introduction 

of new technology and your proposed joint examination 

of alternative economic policies. I welcome these 

initiatives. For bilateral discussions between 

the CBI and TUC are an acknowledgement that much of 

the responsibility for improving economic and 

industrial performance lies with industry. 

That's why I think the work you are doing on 

communications within industry is so important. 

For tne workforce will understand the company's 

problems and opportunities - in reality, their problems 

and opportunities - only if they are discussed with 

them. And only you can set that under way. 

Re3toring the health of our economy very largely 

depends on the lielp ,Iyou can give in changing attitudes 

and restoring a sense of realism throughout industry. 

John Methven understood this perhaps better 

than anyone and devoted much of his considerable 

energy to putting this message across. 

John knew - as Ray Pennock too has often 

reminded us  -  that ma,lagement could only get the 

message across if it established effective two -way 

communications with all who work in industry. 



And that is a task in which we all must share. 

Let me close by quoting again from John Methven's 

last conference speech: 

"It's not good enough to be part of the 

silent majority. It's time to be part of 

the articulate leadership. It's time to 

communicate and evangelise. Yes, evangelise. 

LPt us sll be evangelists for economic 

reality ... for greater efficiency and 

competitiveness ... for creating the 

conditions for wealth and prosperity ... 

and for saner, more humane industrial 

relations." 

And let us all say 'Amen' to that. 
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• • 
Draft Introduction 

Or\ LU 
Sadly this will  be the last occasionbat you will be addressed b .31Sir Campbell Fraser 

c‘dokru.,) 
as your President: his energetic leadership will be missed - no more will we hear 

about the trials and tribulations of Dundee Football Club.  liiS—efte--f+erw—iS—tTtS 

assor-iatieer-w4t.12-efaanaraisis, 

Note: It has been hard to turn up suitable ferences to Sir Campbell Fraser. His 
company, Dunlop. has sustained massive 1. es while he is due to receive £137,000 in 
compensation for loss of office when h etires. He is a speaker who frequently jokes 
about his time in the RAF and Dun e Football Club. He is also closely associated 
with the Society of Business Econo ists (founder member and past Chairman). 

His successor, Sir James 	eminson, is a much quieter character. Chairman of 
(successful) Reckitt and C man, who is referred to later in the speech in the context 
of his evidence to the SC. He is much more in sympathy with the Government's 
macro-economic poli5,yd-than Sir Campbell Fraser. 

viT 
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. 	Story by Denis Healey 

Possible Quotations 

One of my predecessors, as Chancellor of the Exchequer, found it difficult 

to compose his own after-dinner speeches and therefore delegated the task 

to his private secretary. 

After some years, the worm turned, and when the Chancellor was making 

his annual speech at the Mansion House, he read it as follows: 

"My Lords, Your Grace, My Lord Bishop, My Lords Sheriffs, Ladies and 

Gentlemen. 

"The problem which faces us today is perhaps the most daunting which has 

ever faced our nation in its island history. Unless we can find a solution in 

the coming months I see nothing but catastrophe ahead. There are only 

three possible ways of escape from the dangers now confronting us 

(Then he turned over the page and read out ...) 

"From n9W on, your're on your own, you bastard!" 

Profits 	/ 

"It is X socialist idea that making profits is a vice; I consider the real vice is 

mak• g losses" 

W ston Churchill 

Government  

All governments like to interfere; it elevates their position to make out that 

they can cure the evils of mankind" 

Walter Bagehot 

"If it were not for the necessity of taxation. the business of government 

regartting griculture, çmmerce and Manufactures would _fa- very easy indeed, - 

all that woul be reqgired of them would-be to avoid all interference" 

David Richardo
-----'  

"Though the profusion of government must, undoubtedly, have retarded the 

natural progress of England towards wealth and improvement, it has not been 

able to stop it" 

Adam Smith 

nner 

"A dinner lubricates business" 

Walter ott (1745-1836) 

• 



• • 	CBI Dinner: 23 MAY 1984  

191 
[After reference to Sir Campbell Fraser retiring] 

1. 	It is particularly important in the presence of Campbell 

Fraser that I should start by quoting a text. Better still, 

two texts. FirsttE0- : 

Lex."0._ 	fec-r; 

1 0114 ',of 	-41, react. 

114-,01 1 41,0,4(2444-  

4A.5 CkaA".e-i f-"e' a+  

Secon : 

'A very good Budget overall for the competitiveness 

and enterprise of British industry and commerce". 

"xising activity is appalliL for all sizco of 

firms and the broad sectors alike" latest results 

"pointing to a further substantial rise in output" 

and investment continuing to rise well into 

1985". 	_____,------ 	

ive)-5  .4,4,,c1, &vela 	14.:44.14,zl. a 

Not my words but those of the CBI.  

N.6x4g1=3:c=mairttriz==I=argpe.e.10' 

i+ 	al/AA t 4,f 
gfP .4.„" A- 	 pipArInvo-. 

Domestic' monetary policy continues to Ye well on track. 

After much discussion - taking account of developments 

in the financial system - we concluded that a balanced 

monetary policy should give equal weight to broad and narrow 

definitions of money. 	This was a recognition of their 

different functions. 	One tells us about changes in the 

liquidity of the economy. 	The other about current 

transactions. 	Taken together they should provide an 

effective warning system against pressure on prices. 

that!-t49!e---t-wer. target 

measures are  both growing at rates which are comfortably 

within the rangescset at Budget time. 

We do notf----ers—eve-ryarre—k-rrenrs-- try to control the 

money supply on a month by month basis. -.1iMrf==1-91-Emunmmmatizsm-y- 

I et I cA,:rs-4-- 	 .44-e 
-fcr, 41"-• C-Q- 	LQ4- 	s 1- 	ct--b 	 cow,  Ltx_rf  

4CL.4_ 	
h- agARALA,10-c-A- 	 +cu._ 	 1.0„yee,--ft,g_ c?s 
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that the inevitable fluctuations 

from month to month do not drive us away from the desired 

trend. I-a- -  o• • • 

Eeitiadzazig:airt-iy—i.s....Lqtert.,£M3, the measure of broad money, tends 

to be influenced by irregular movements of the PSBR. This 

was the case last year. At this stage it was running 

relatively fast, but finished the year comfortably within 
eP-e— 	 N40, 	 M 2. , 	a (1 

6,4 	 'fool 	 fA".ctf s so +1, c4.4---  1-*-s 
gkr4 	40 ct-i- 0-01,-04 wu) 	 -444-ils  14 11 ' 

	

Or 	 is 	.loirtri-IrrT4 

But each 

year it is front-end loaded. The pattern of spending and 

receipts means that borrowing is much higher in the first 

half of the year than the second. Over the past 5 years 

it has been twice as high on average in the first six months. 

This year, because of the timing of some of the budget 

measures, that pattern will be accentuated - with very 

heavy front-end loading indeed. The path of broad money 

will be smoother than this, but it is possible that we 

will see some of the same pattern as last year.  .6;49---it 

Other indicators have to be seen against this 

background. The exchange rate has been remarkably steady 

at a time of considerable currency turbulence associated 

with the $. 	 v. • 

--t,194.s...--ihd. matters nowadays. You can get a completely ..,_ 
wrong .  impression by h (-5=i=iistall=y I-el-efteAlm+111--eft--Lte _ 	dollar 

-. 	- 
rate. 

M. V • 
	 II • 

	

e 	faiL23 -1EY and large, 

the effect on sterling of the general rise in the dollar 

has been offset by a fall in other currencies. 

Private sector credit has; 	 , been 

growing fairly rapidly \ 4' which is what you would expect 

as the recovery 	aden 	 • • 	 •• • 

we---jumm-limilg=melfisca policy 	 • V - 	 •-.  

the target. I  

5. 	The 

successfully 'Sliced as a proportion of GDP. 

• -.2- 

'1' 	• 	••• • 

dtk 	
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are seeing a period of sustained growth 

resulting from following responsible policies. ,-.hose who 

scrutinise the numbers to find secret signs of monetary 
ke.c 	 - 

reflation cFn tho bolicf that you can only get growth by 

fiscal irresponsibilitylhave been confounded. 	41'12- 4-4-2-81)1.412- 3" 
ect-A to: so  

with 
	 • 

-f 

9. 	wEgeoeiltr-Ivelopments 

  

in line 

The 

411 
*leaves-  room for :Wm, growth in private borrowing. In that 

respect we differ from the US, whose high deficits lie 

behind the present rise in world interest rates. And from 

previous UK Governments whose ill-judged attempts to hurry 

recovery along ended, invariably,in higher inflation. 

8. 	The recovery continues at a healthy pace.  4.4:,--B.41,et 

forecast growth of GDP of 3% for this year has become the 

generally accepted view. .Recent --el.E1-1-1T5t-i-enr growth 

as rapid as61.14;in 1983 but there are clear signs, 

reinforced by your recent survey, that investment is set 

to grow briskly. And we  .oec  that export growth has responded 

well to the-G■te--1-eemet.h. of world trade. 

We are now 3 years on from the trough of the last 

busi ess A  cycae. 	It has become popu ar to describe  444a* 	NI 
/1*(.. 

reco e 	 ual or modest;4ART t the growth of GDP 

estimated between the trough in 1981 and the end of 1983, 

is not very different from the average experience of the 

previous three cycles. And the signs are that on this 

occasion, the upturn has much further to go. The key to 

sustaining recovery remains continued low inflation. 

The annual inflation rate as measured by the RPI has 

been fai.rly flat over the past few months and the prospect 
OL 

of  iserete 	c ine through the rest of this year remains good. 

_ 	he normal pattern •sfazs. for 

inflation to rise once tiwj recovery .ism firmly established 



4 	P--C7rPt--  
411 	s14144  1.4,1,1) A-  

410
4gestr5-49.448R—lw- e.cTigt 	e Vato an end. The best and most 

secure way of continuing along the recovery path is to 

maintain the fight against inflation.  It  is the favourable 
cri 	2, 	s - 

prospect for inflation that 447e-s----a,t,--t1A6.--.14ers 

c"- xiaes4a-t4en-o-,f-- ; sustained recoveryiO7f outpuL.1 

C- 	 #f •-(-• 
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a> complacent, 	• ' 

	 that developments in  th-oe  US have 
PAR-tv 

been less favourable than we hoped. American ates have 

risen by [11/2]% in the last 2 months. The reason for this, 
Y14 	IV--1  

the US deficit, is so widely 	 that I need say no 

more about it. 

The .fera.weroci===* rise in our own interest rates was 

unwelcome but but some flexibility is '...a41,--eHl.47,4441__Faartl.=.4A our 

monetary arrangements. 1 4-1;—.1.s.--.-stapip-to keep the economy 

on track and is quite consistent with a long-term downward 
, 	 CC 

trendiL Moreover, !ION= was not a significant setback. Our 

short  term inter. 	rates are, .fter .11, vir ually th 
CS% 	 - 	 7,;.• 

_ 
as 	ey 	 . 

o idles - and the confidence they inspire in the markets 

- that since US rates moved up the rise in UK rates has 

been limited to [1/2]%, and the margin between our rates 

and US rates - both long and short continues to widen. 
VNANJ 

They are  fo.elboe- qt+47  over 2% lower than comparable American 

rates. 

or our 

14. 	We have alwa s recognised that we cannot isolate 

completel ourselves rom events elsewhere. But by sticking 

to 1144itti.±4policies s-e-t---ertrt ---iii-e—WILF69- we can make the most 

of what freedom of action we have,L 

4 ,u;ca  scLext7es et."--Te 	t,pee44-  
) 	/ 
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do not nee to 	 out the foundations of 
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iscipline se •t in the Medium 

essential not to forget 
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L 15 . 
is 

the rralflewo 

Term Financia 

cess - the encou 

fi. ci 

trategy. 

ngs pick up. 

J-e.3  tAre-, s cO 
44-a.3 	 cfrkg_A  

e es-I- 3 C I 	 04; 



til•-i-i3sTsTrg===iTazipzit4ffy-,,j etb icc 

--f-e-r—myrrrntty—ITNWS4=c3vozobia- There is the temptationl-±sw.mpawh-

a little and to lose 

some of the hard-won gains of the past five years. After 

the war, Governments became over-ambitious and encouraged 

expectations which could not be met. The reward for those 

policies was higher inflation and higher unemployment under 

each successive •overnment.  
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T18. rik he conquest of inflation remains the Government's 

first priority. Knowing thisigive ,i youkthe 

to expand and a sound basis for containing costs 

even  d  ger t 	 in the 	 iture Green 

. 
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Public spending and tax cuts 

19. 

of public spending is central  to this government's objectives - central  to our 

chances of getting taxes down to an acceptable level; ccmtral  to our drive to 

stimulate initiative, incentives and growth; and central  to our determination to 

halt the steady encroachment of the public sector on the rest of the economy. 

Some people have said that our aim of holding public spending constant in real 

et,"c 	 %--N ----•'"1.41"...0 	4L..
terms over the next three years is unambitious. .•144' 

ublic spending has 

risen on average 3 per cent a year in real terms. In cash terms it shot up from 

£10 billion in 1963/4 to nearly £140 billion this year. As a share of GDP it rose 

substantially, right up to 1982-83. To achieve our aim will require tremendous 

determination. There are huge pressures - political, demographic, technological. 

for increases in spendingll  
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20. j  

was introduced, three 

 

. Since cash planning 

 

years ago, we have kept our cash spending within the 

totals we then set ourselves. Public spending has gradually begun to decline as a 

share of GDP. We intend to go on that way. We are determined to do so. 

fed--J o 

21. That means that anyone who agrees with us, 

E  - 
in 	 must also suggest ways — re;e3;paiiiiiiitiake ....  

- 

-/ 

proposes ancrease 

an look forward 

elsewhere 
v).L.0  Le -t".0 t- 

osoalwal1/26..ashissreel.. I very much welcome the CBI's recognition of this,"` L4e. tt"-  

to seeing the resu ts of the work you have been doing on capita 
4.is -0,2, cg) i4--etc. 1-s olerus-c 

and current spending. 
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22. --49-f -117-iere is nothing trinsically virtuo 
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about capital spending or intrinsically sinful about current spendin 	Repairing 

our infrastructure mayflaii4wit-es-gvey:51- s building from scratch tn=tegais=afttsige-- .(_ 
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ax an soc 	 This government has 

acted on deregulation, abolished controls, reduced or removed subsidies, and 

started to tackle the distortions created by the tax and social security systems. 
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25. The tax strategy announced in the Budget forms an essential part of 

improvements in the supply side of the economy. Poor returns on investment 

have been at the heart of Britain's problems. Compared to other competitor 

countries we have had consistently lower pre-tax rates of return on fixed capital 

in manufacturing. For example, it averaged 6 per cent here between 1976-80, 

compared with 16 per cent in Germany and 18 per cent in the USA and Canada. 

The problem has not been too little investment, but too little of the right 

quality. The hard truth is that, compared with the US, Germany, and Japan we 

have made poor use of our investment producing less output per unit of capital 

than those with whom we compete in world markets. . Of course there are 

many reasons for this but no-one can doubt that a tax regime which subsidised 

and encouraged projects with poor returns - indeed which in some cases turned a 

, - 
pre-tax loss into a post-tax profit 'ef--ertrite-reapeete4le-poregortiterts-;. has been 

(reai contributory factor in-eor-reletive--perfernmitee. 
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will reduce the past bias in favour of debt financing 
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as against equity. 
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tpcualsiTogether with the ending of the National Insurance Surcharge they will 

reduce the bias against employment and reduce the cost of people relative to 

machines "nherent in the old system. Most important, they will encourage the 

search for higher quality investments with better pre-tax returns jszat=ifert7--.  - 

In three years' time, when the 

transition is comple e o the new systemYour rates of capital allowances will 

still be comparable to those in most other countries but our corporation tax rates 

will be lower than those of [all] our main competitors. As your President-elect. 

Sir James Cleminson pointed out in evidence to the Treasury and Civil Service 

Committee, the 1984 Budget changes will make the UK an increasingly 

attractive country in which to work and invest. 
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26. Profitability was the key to the changes in company taxation. 

changes. n a straight 

wri g off capital 

in evenu 

per cent in 

0 per ce 

omp ies, a 

s instead of • 

of be 

A 	 usly more costly 

tion tax r e down to 

another virt of our post war attitudes. he only way in which a free enterprise 

	

economy can succeed is by lotieirrg profits 	 rightful 	them 
s 	,y4 	 c f 	■-• 	 C 1-,  

• 
to-0,Jel i3O,1 -6, 

--limardthelekee-lattent  Perhaps lige aaladauide uvge presentatiktAtivdif rates of return  
cvc L.0.€1.# 	 Cb -d-Jd 

re#iser 	 absolute figures which are misunderstood,. Then people ran see that 

cet..Te.s.  
returns in industry have in the past been lower than they would have accepted 4V 

their Post Office savings.t 

• • 

properly. wefieler 	14 thcre3 



27. I am of course greatly encouraged by the improved financial position of 

companies - the gross trading profits of all industrial and commercial companies 

have risen by about -mmispoisctele. between 1981 and 1983 as a whole. Retained 

profits have been rising even more strongly. There has been a marked 

improvement in company liquidity. Now we see an improvement in the net real 

rates of return - forecast by the CBI to reach 8 per cent in 1984 and 1985. 

?8. This recovery in profits is to be welcomed - it is essential, it provides basis 

for higher investmen The very poor profitability of British industry in the past 

has been one of our major problems. And even this prsent improvement still 

leaves profits below the levels enjoyed in the late 60s. 
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Productivity 

Higher profitability reflects the success of British industry in adapting and 

responding to the challenges of the world recession. In particular, it reflects 

your achievements on productivity. Output per head up 3 per cen in 1982 and 

1983. up 6 per  ciii1n  manufacturing. There have been major breakthroughs in 

some industries: output per head in chemicals has risen over 16 per cent above 

its 1979 peak. engineering productivity is over 11 per cent up. There is mounting 

evidence that these gains in productivity are continuing. The CBI prediction is 

that manufacturing productivity will rise at above 5 per cent pa to the end of 

next year. 

Yet we cannot be complacent on this. As the recent CBI survey said "the 

recovery will only be sustained in the longer run provided we can continue to 

improve our performance and make further gain in competitiveness." 
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There is plenty of scope for improvement - in 1982 our productivity levels 

were generally well below those of the US and Germany, so we have a long way 

to go to match the best practice of our competitors, who are of course 

themselves improving all the time. And productivity is just part of the story. 

L-74:1144-wge-ec"epend on 
earningl-e&-efrei17--ttre-fart-tira-t it wage costs are 

now rising at about 4 per cent 	 arnings rising well ahead of inflation 
( 

410P offsetting these productivity gains. By contrast, unit labour costs fell in the 

US and West Germany in 1983. The CBI leadership has drawn attention to the 

fact that we are still losing competitiveness relative to major competitors - 

there can be no let up in our drive to improve productivity. And no let up in 

getting the message across that those who secure excessive wage increases put 

at risk their own jobs, the jobs of others and the job prospects of the 

unemployed. 

31. The 	gas in productivity ref 	the new climate of real' 	within 

e determination o be c. petitive and the r ogni on that 

governm 	can bail c 	 Such gains in 	 will cre e t 

"Britain Means Business"  

In 1977, the CBI published "Britain Means Business" for their first annual 

conference. It set out *VW prime objectives Vpiple for government, -somse=iew 

..._-__:_itutteltialvd=p=gre=spite.046==srEn=v- -- Le=t- 
	 g-0 	g4, 
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First was "defeat inflation". Here the record speaks for itself. Firm 

financial policies have brought inflation down -at round 5 per cent down to its 
;4 5 

lowest level since the 1960s. And set to fall further. 	go Le j- 

-i-e,ct,4- 
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Second was "cut taxes". We kiteigot-income tax. The absurdly high top 

rates were reduced to more normal international levels; we've cut the basic rate 

to 30 per cent; andtaised the thresholds in real terms. We have even abolished 

some taxes. The National Insurance Surcharge has gone - that's worth £3 billion 

a year to industry. So has the Investment Income Surchage. And the new 

framework for business taxation will mean a dramatically lower rate of 

corporation tax for companies, while leaving capital allowances in line with 

those of our main competitors. 	 • 

; gi,le..-ed 44-4 
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Third was "lighten government load on business" 
We.:41€-Sof 	 to a 5,...,41 

deme.-41444.1...  Apart from the tax measures I have just 

frt.-LQ.4,4.14 	cf-t---te  

./..Well we have certainly 
cLt 

mentioned, controls have 

been abolished - on prices, dividends, hire purchase and foreign exchange and 

lending. The weight of regulations and government interference has been 

considerably lightened in * many ways. And we've brought public spending 

under control and reduced the size of the Civil Service.  

. 

Fourth was "restore profitability". That's something no Government can 

guarantee, of course. But the climate of low inflation and steady growth has 

rejuvenated business confidence. You have responded by improving efficiency, 

cutting costs and raising profits. The company tax changes encourage business 

--,- 

f* 	ne 	 on 

th'a,z 1625,1yresl\LVIV7 , and your own CBI forecasts are for pre-tax returns to rise 

even faster this year. 

143  

$4,4 "reform our pay determination system". What Government can do, 

we have done. The legal framework has been improved. Firm financial policies 

to pursue profits and reap the rewards. 
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have created the climate of low inflation and the knowledge that excessive pay 

claims will not be underwritten. We have encouraged responsible pay bargaining 

in the public sector. 
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.11■,S. Sixth "increasing productivity and efficiency". /Only you can bring about 

the changes that are needed here - and you have been doing very well. -freezoleir 

Seven: win back markets at home and broad. 	are making progress. 

Manufactured export volumes are rising: 10 per cent higher in the first quarter 

of 1984 than the last quarter of 1983. 	 • I 	 - 

-1-ki 	1.5=t- cL)  
create jobs. This rests on all that has gone 
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before. The foundations have been provided.t e- 
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-.--isagtrilprte-arnt-crlan=alvead-vriggmrssttrancrg. Itivr we are seeing the first fruits - the 

number of people in work is estimated to have risen by about 200.000 between 

.1 

March and December last year. 

7 	e-/ 

WeLhave done what is in our power to %%gam promotit* art-eni-irerrwassi=im 

44,416 enterprise, risk taking and the search for profitable business 46 	ell.L.uulag d. 
4-L.Q.AA" 

andirewardm.i And we shall keep on doing it. 

Now its up to you, and your members up and down the land, to earn the 

profits to win the markets, to create the jobs and show that, once again. Britain 

really does mean business. 	1-4  
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