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MRS. THATCHER

Sir Geoffrey Pows asked
ma to draw this saxtract from ons
of his speacrtes to your attention.

You will sea that 1t was
mada a year ago this wesk.
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Fiith: i buecause of the debllitating ond demoralilslng effect of
the consinntly changing frunework of controls = particulorly

=

rerhops Fhﬂ malntensince of the present pottern of price controls,

sixth:  beeause of tne constant reduction in the scope for
profitnbllity,

GOVERILENT STRATEGY IN DANGER
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I hove so Tar argucd that much of Isbour's diagnosis of our present
troubles 1s, in effict, o description of the symptoms of the

discase {(and fuulty st that), which totelly ignores underlying
causcs,

The immediate consequence of this must be anxiety that the measures
which the Govermment are prep ring are unlikely to achieve the
goels thay are sectting for themsclves,

it is one thing to say ithat Gnverﬂhent intervention in industry -
and some there will always be - must be conducted on & rational
basis; that the ecssistance the Covernment offers must have

regard to the prospects for the competitiveness of the firins,

plants or products in guestion and the cost-effectiveneas of
difference ways of providing asslstance,

1t that is the level at which the Chequers debate about
industrial strategy is to toke pluce, then we weloeome it:

But theére is e more scricus underlying threst to the Government's
present atretegy, I refer once ggain to the growth pf public
spending and the cnormous lncrease in_EEe borrowing requirement,
These together will meke 1t increasingly difficult to keep the
rateé of monetary oxpansion down to 2 reasonsble figure and to
prescyrve any balance 1ln the economy, It will not be long before
anxlety about Government bhorrowing, disturbingly expressed in the
Governor of the Bank of Englend's recent speech At the Mansion

| fiouse,wi 11 becomc well nigh universal, The g rave danger is that
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the Government will have no choice but to make a majdor change in
its monetury and financial policles,
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In sprder to prevent its borrowing regulironent from belng mot oy

rrinting moncy or by excesslve short-torn borrawing, tho Govern-
ment oy well have to tnke action to roduce ths eredit basce, and
to borrow on o sourder long-ters basis, Ve could then oxpood

tc s¢. zn unplensant and dramstic poacKage of neasurds . irncluldirg
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0 eall Tor mussive Speeinl Do cposits, much higher intepis LS
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.11 "inussontinl" scetors and yet further tightening of comsumer
credlt,

The resulte of such a change of course would be unpleasont,
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Almost every entcrprise would face a big increase in interust
pry ments on bank borrowing. Recourse to further bank borrowing

would beeome more unattractive too. So thore would b;ﬁfﬁrther

cheok to production, yuite possibly at just the moument when EEF
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f..unomy could have beca stertisg to move out of racesslion,
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Confidence in exponsion would toke 2 severs boticring in every
part of tac economy. Unemployment would undountedly rise still
ferther nt a time when it is alreody at racord 1evc15.
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Wwhilie such measures might be necessary and just sufficlent to
prevent a really serlious deterloratiosn in the country's financial
situation, the underlying pattern of ssvings end invegtment would
be, if snything, less satlsTactory than before, The effect of such
measures would be, above all, to make capltal expenditure and
restocking far more difficult, For the Government would be sut-
bidding the privete sectcor in the moarket for savings far ocre
effectively than it has 80 far done, This "erowding out" 'would
then be an explicit canaeqaﬁnce of the excessive level of publlc

spendinﬁT
[

this would not be ul;. The risk is that the Government will have
to take t S res in & hurry and ipn foce of o g;;a;ﬁ - mach as
173 had tp act in the summer to deal with the infiatlonary axplnaiun.

. _In aueh Fircumatancaa the Guvennment must axrr on the Eida uf

excesg., - - . . . - _ T .
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Sai vt o conaidernble degree of Meven-uills there 1is 1it4le chance

.’I;‘nre.:; it con recrente +ipnncial credibility . S0 the shoek To the
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ceonony wnid the check to pxpansion would be mmch more Serilous
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thern it rogd bhe, or wmuld be, if the Choncellor would only change

couroe aystenutlcally ncw.

The nced is for the proper preparaticn of o set of sensible
meagures and for a candid explanation ¢f thelr nocessity to
the people whose consent and underztanding is esgential.,

NG FALSE EXPECTATIONS

-
It ig of vital importance that the Goverrment's approoch to this

taok snhould not be founded upon the generantion of false expectalions.
No¢ single governnent girmick or package can effect a dramatic

cure, Thip certoinly coes not mean thot Government has no part

to ploy in promoling 8 cure. fnt it ig the responsibility

of Government to guide the economy as @ whole, in such & way

as Lo create the right environment for the long-term Trecovery

which is within our ZrasD.

This is no time for Government to be promoting nagsive and
wirreversible" changes in the shape of our society. Nor is 1t &
time in which we can be locking for en cagy resumption of & dosh
for growth.

But given the right kind of government, it is certainly possible
for us to set about rebuilding a vigorcus econony. The need is
Por this task to be undertaken "with all deliberete speed".

And for Govermment, industry and the nation to understand the way
in which the recovery can be expected to come about. The rele of
Government in explaining that process is of first imporiance,
DemocTacy", as Balfour once said, wig government by explanationt,
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g Inataad of looking, as so often befors, for the easy answer,
fﬂiﬁhwwahﬂulﬂ wel not now set about the production of an "investment

-

. ‘r!?:';‘"-"' ok

'f%ﬁgwiﬁaﬁﬁiau#ﬂ, desigmed to make Britain a land fit for invesiors to live
ﬁn‘&' m:{ where profite and investment flourish, there living
' m a aanaa of inﬂustrial fu:!i‘ilmant maY ha expected o
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