
PRIME MINISTER

I attach an article from today!_s Guardian which trails
the Conference issue of "Crossbow"' (not yet out).

In "Crossbow" there is apparently an article by David
Howell arguing for large scale schemes of capital
Prirlic expenditure.

This follows a speech by David Howell on September 23rd
in which he begins to attack what he chose to call
"make-believe monetary simplicities".

Two days later he had an article in the SL Times
(25th_Septtmber). In this he highlightecFthe prob ems
oTT.-7777-Tri-Capital programmes hitting the rivate
sectpr; cu s in axa ion being constraine
borrowing targets; and excessive concentration of
contro i rivate sector eg. agriculture and
pensions. His reme les are action to encourage the
se-TT:employed, a selective policy on public spending and 1
a systematic questioning of Government functions to
bring down public spending (without specifying what they 'I
are).

I attach also the speech and the article only if you want
to read them in full. I have tried to provide a brief
resume aT7777

fr-
Stephen 
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THE GUARDIAN Tuesday, 4th October 1983

MOM.-

Tory group
wants more
radical
economics

By Conn Brown,
Political Staff

Unrest among Tory sup-

porters over the continuation

of Mrs Thatcher's economic

policy will be brought into the

open in a strong attack being

planned for the Bow Group's

newspaper, Crossbow.

The group, who are far from
being wet, have timed the
attack to have maximum im-
pact on the Tory leaders by
appearing only gigi.days
before the annual rvative
Party conference in Blackpool.

The former Home Secretary,
Lord Whitelaw, was savaged in
a similar attack in Crossbow
before a previous Tory confer-
ence. The tone of the article
deeply upset many Tory sup-
porters, including critics of the
way he handled law and order
issues.
- Since then Crossbow's editor,
who wrote the attack on Lord
Whitelaw, has been replaced.
But it is understood that'the
article due to appear this week
promises to be equally
unbompromising.
- The group, which includes 90
MPs and seven government
ministers among its members,

' criticises the government for
not being radical enough in its

itlebno—nlic *Bey Ilitt in its
a proach to the welfare state.

ey e ieve a Mrs
'Thatcher should seize the
ppportunity of her general
election victory, while ,the
*Inanition parties are in disar-
rayi, to advance new policies,
particulary on the welfare

Istate.The group believes that the
government should now face
the difficult task of revising
tOcial policy to take account of
low economic cowth. That

1

eVfl mearthe belter off seek-
ing insurance policies to pay for

1 their health care.,

,.
A range of policy options

will be put forward by the
group in a separate paper to
be published next_Moilay. But
the Crossbow ar ic e will
argue strongly for action
sooner rather than later.

Mrs Thatcher has let it be

(

known that she believes there
should be a fundamental re-
view of the welfare state dur-
ing this parliament for action
in the next. Bow Group sup-
porters do not believe that she
should wait another five years.

They advocate stimulating
the economy by carryllir out
large-scale public schemes,
such more

r main line electrification of therailways, possibly with  
finance. ,
— This particular cause is now
being advanced by a former
apostle of Thatcherism, Mr
David Howell, who was dis-
missed by Mrs Thatcher from
his post as transport minister
in the cabinet reshuffle after
the general election.

Mr Howell, who appears to
have gone through a conver-
sion from monetarism, is
understood to have written a
critical article for Crossbow
attacking the government's fix-
ation with money supply. How-
ever, he also ridiculed the
monetarists in a Crossbow
article in February, 1974.
before apparently joining
them.

Mr David Howell :
converted monetarist
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Extract from a speech by The Rt Hon :avid Ho:Jell MP- (Guildford)-to the-ExeCutive of

Guildford Conservative Association, Guildford, on Friday 23rt September 1983.

THE ISSUES AHEAD

In the months and years ahead the danger to the Conservative

Government will come not from being too radical and firm and

positive, but from not being radical and firm and positive enough..

W4 ha ,== -:othinc- to =ear "'7--om tbe patchwcrt m,=h-mash of

SD? policy, as ,t bas so far come over, let alone from so-called

Liberal policy. These are yesterday's ideas addressed to

yesterday's problems.

Bum we would have something to fear from any loss of

intellectual momentum in developing our own ideas, and also

from being sidetracked _into pointless political rows and

battles which may make good copy but are not necessary to make

progress - indeed, delay it.

Take taxation,fOr example. We are still a high tax country.

Efforts to ease the tax burden on new enterprise, and thus on

new jobs, have been commendable, but have also of course made

a complicated system yet more so.

Yet if one clear message has come f-rom the opoosition par ;
- especially from the SDP - it is that they ohin Personal taxes

should be higher still.

Release Time:

RT HON :AV:D HOWELL MP

printed and :7-.Iblished by Ccnservative Central ""1-F'fice. 32 Smith :Square, London, SW1.
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• Such a course would be pure socialist madness. The Conserva-,

tive commitment all along has been to getting taxes - especially

taxes on earnings - well down. We should not, and must not, be

diverted-from that goal. A lower tax country would be less

inflation-prone, not more. Lower taxes would help, not hinder,

government finances. They are the key to the wider ownership of

capital and greater sense of industrial responsibility upon

which future stability in our society rests.

We need equal determination in dealing with local government

problems. Clearly the doubts are widespread as to whether the

new powers now proposed go anything like deep enough into the

inseparable questions of local government finance and local

government structure.

More controls from the centre, however well intentioned, will

hardly dent the problem and cause endless political so

long as local government spending activities are so wildly out

of :ine wit'n 7:ne sums rPi..=zed by local zoveromeno an tax, and as

7 o,s- as toe local r'n7'nz system is so L-lanprobria:e.

What went wrong before - 10 1972 - with loca7 government reform

was that structure and finance became separated. The same must

not be allowed to happen again. For example, a question that

surely demands more thorough debate is whether education, which

amounts to some 40% of all local spending, really has to be

financed through local government as the orthodoxy at present

insists.

If there is a central cause of the bad blood between central

and local government, of the unhealthy size of central government

support and of the consequent weakness in local democracy, this is

As for local tax reform, the problem of business rates remains

/Fox th...e.loncre-r. term„.
wholly unresolved. Inelieve snaal. nave to lock far more boldly

at ideas now being heard in some areas for localising income tax

and relating it more closely to people than to businesses and

place of work. Modern technology makes this far less of an

administrative problem than it once seemed.
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We will need better focussed radicalism in other areas, zoo.

Industrial subsidies, regional aids and agricultural support all

Pat largP sums while 0.iving•questiOnable valUe-for  -rnone.  -FreSh-

policy is ovPrdue in all these three areas. Too many of the welcome

re-Forms now being seen through in fact spring from initiatives

born over two years ago. Not enough new initiatives are in the

long pipeline of change.

The defence spending debate at last looks likP onning up

after the big expansion - around 20% above inflation-of the last

five years. But here, too, it will be important not :o be divertec:

from the needed questioning of policy into a candle-ends exercise.

Meanwhile the British industrial structure still remains far

too centralised and old-fashioned, and thus favourable to the

old industrial establishment, state and private. But it is new

business which should be king and for which the world should be

organised. And it is this which the whole of Whitehall policy

should put firs: - especially when it comes to :cringing mare

competition and new services -270 tne areas clominated since the

War by the state moncpc _es and monoliths.

The Government should not be afraid of a thoroughly open

debate on the major priorities, defence, industrial and social.

People would welcome it. The 'shock-horror' stories would soon

give wayto a better and wiser discussion, as recent experience

already shows.

,ck4

This wide debate is particularly important so that we do not

become sidetracked into a sort of monetary monotheism - a belief

-that dedication to a single pa  of monetary and fiscal

arithmetic will produce all the answers in due season.

It has long been evident thatlwhile prudent monetary managemer:

must be sought, the connection between that task and :he annual

size of the budget deficit is not a simple one. Nor is the

connection with interest rates for Britain. And nor is the link

between :he size of the deficit, even if :hat was decisive, ana

the actual management of public expenditure and taxation.
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Contrary to theory, some expenditure cuts can increase the

deficit they are supposed to reduce, especially capital cuts. And

some tax reductions would reduce the deficit the monetary

mathematicians swear would be increased.

I greatly welcome the vivid way in which a recent Dily

Telegraph editorial puts the point - "While everything should still

be done to restrain current spending, the Government must not fall

into the trap of trying to dig a hole in soft sand which fills as

fast as it is cleared."

The key in all this is not to confuse positive purpose with

economic vogue. The fashion of make-believe monetary simplicities

has, I hope, passed. The broader, less ossifying vision of a

nation released for enterprise, a widening democracy based on a

widening ownership, and on less but better government, fis, I hope,

about to unfold.

- -A generation ago . ;..Utley, one of :he Wises: Cchservatie

thinkers of our time, reminded us that the Conservative genius

lay in the capacity and tendency to react against the particular

ideas which happen to be in vogue az the moment. That is the saving

grace and the quintessential quality of our party and our nation

and we should never forget i

END.
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