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BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 

Division of International Finance 

July 22, 1971 

To: Board of Governors (through Mr. R. Solomon) 

From: Martin J. Kohn 

Subject: Conservative Government Acts to Stimulate U.K. Economy 

Britain's Conservative Government moved to stimulate the 

economy on Monday by lowering indirect taxes, eliminating regulations 

governing the terms of installment credit purchases, and liberalizing 

depreciation allowances. The previous week, the Government had 

announced plans to spend £100 million over the next two years on 

construction projects in areas of particularly high unemployment. 

These expansionary measures will be accompanied by the introduction 

of at least a p.artia.t. incomes policy whose goal is to limit price 

rises to 5 per cent a year. 

The decision to take reflationary ac~ion comes in the 

wake of the findings of the Government's mid-year review that gross 

national product in the first half of 1971 was slightly more than 

one per cent below the level forecast when the budget for fiscal 

1971-72 -- which began April 1 -· was presented to Parliament at 

the end of March. At that time~ the Government announced several 

tax reductions designed to bring about growth in real GNP of 3.1 
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per cent from the first half of 1971 to the first half of 1972, On 
I 

Monday, in dlsclosing the rtew stimulative measures to Parliament, 

Chancellor Barber laid down a new goal of a4"!'1/'/. per cent increase 

in real GNP between these two periods. In view of the gap of at 

least one per cent between planned and actual GNP in January-June, 

achievement of this objective would do little more than raise GNP 

in the first half of 1972 to a level no higher than .3 per cent 

above the target put forward in March. 

The prime reason the Chancellor gave for seeking to boost 

aggregate demand at this time is the unacceptably high level of 

unemployment. Without further action to supplement expansionary 

measures taken earlier, the Chancellor said, there was little chance 

that joblessness would be reduced through the first half of 1972. 

Seasonally adjusted unemployment has risen steadily since last October, 

and in June the rate of unemployment was 3.2 per cent, exceptionally 

high by British standards. In October, it had been 2.6 per cent, 

itself an extremely high figure, at least by the yardstick of the 

post-war period through 1966. 

Lowering unemployment, or at least dramatizing its commitment 

to do so, is of critical concern to the Conservative Government at 

the moment in the light of the scheduled October vote by Parliament 

on Britain's entry into the Common Market. In all likelihood, the 

October vote will go in favor of entry even though recent public 

opinion polls show that about two~thirds of the people are opposed 
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to it. The Conservative Party at present enjoys-a Parliamentaty 

majority of 27 seats. If, as is expected, the Labor Party officially 

opposes entry and if strict party discipline is applied by both 

Labor and the Tories in the showdown vote, the MP's who break ranks 

will probably number no less than 30 in the Labor party, no more 

than 30 in the Conservative party. Thus the size of the margin in 

favor of Britain's joining the EC will probably be at least 25 to 30. 

However, the Conservatives, on a matter of such great 

importance, no doubt want a much larger majority (and of course wish 

to minimize the risk, however slight, of losing or winning by so 

small a majority that entry becomes unacceptable). Their chances 

of e,:panding the margin of victory well beyond 30 votes will be 

significantly enhanced if the proportion of the public backing 

entry rises, particularly since lack of public support has been 

a strong incentive to the Labor party, which favored EC membership 

when in power, to oppose it now. The Labor party apparently reasons 

that opposing an at least temporarily unpopular government on an 

unpopular issue will work to their advantage, despite their vulnerability 

to charges of opportunism. But if the Conservatives are to increase 

popular support for entry, as they are now trying to do by vigorously 

proclaiming the benefits to be gained from membership, they must 

vastly improve their standing with voters. Largely because of rising 

unemployment and continuing inflation, public confidence in the 

Heath Government, as evidenced by public opinion polls and the 1 -. 

• L-
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results of recent by-elections, is now conspicuously absent. A 

necessary condition for boosting confidence, the Government has 

apparently decided, is the adoption of measures to improve the 

employment situation • .!/ 

The Government's preoccupation with influencing the public's 

attitude toward the Common Market was demonstrated by the authorization 

last week of £100 million for public works construction in what are 

known as "development" and "intermediate" areas. For reasons not 

entirely clear, there has been widespread fear that Britain's joining 

the Common Market will lead to neglect of regional development plans. 

Last week's move was intended to assuage such anxiety. The £100 

million will be spent over the next two years in Scotland, Wales 

and Northern England -- all areas suffering from high unemployment. 

The immediate reflationary effect will be small, with most projects 

not to begin until after 1972. 

1/ The vulnerability of the Conservatives on the domestic economic 
Tssue was illustrated last week when a prominent Labor politician 
thought to have been a staunch pro-marketeer, Denis Healey, indic,a~ed 
that he would oppose entry. The former secretary of defense, now 
shadow foreign secretary, maintained that continuation of the present 
"appalling" economic conditions, which he blamed on the Conservatives, 
would prevent him from voting in favor of joining the EC. The 
logic of why the present state of the economy should cause renunciation 
of support for entry is not clear, but the switch in Healey's position 
illustrates the difficulties faced by Labor MP's with pro-market 
leanings in backing the governing Tory party, on behalf of an unpopular 
cause,when that party is apparently in political trouble in any event • 
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The principal aim of the measures instituted by the Heath 

Government on Monday is to provide an immediate stimulus to personal 

consumption. The main action was an across"the•board cut of 18 per 

cent in the Purchase tax, to which consumer goods accounting for 

perhaps half of total consumer goods expenditures are subject. 

Instituted in 1940, the purchase tax, which is levied at the wholesale 

level, is due to be abolished altogether in 1973, when the U.K. 

introduces a value added tax (VAT). There are four separate purchase 

tax rates, applied to different groups of goods. From March 1969 

until Monday the rates were 55, 36-2/3, 22, and 13-3/4 per cent. 

They are now 45, 30, 18 and 11-1/4 per cent. The Government estimates 

that the reduction in revenue resulting from the low rates will be 

about £110 million for the balance of the current fiscal year. On 

a full-year basis, the reduction is estimated at £235 million. 

The Government also abolished all restrictions on installment 

purchases of consumer goods Monday. Since November 1968, the length 

of installment loans on a wide variety of consumer durables, most 

notably automobiles, had been limited to two years, and minimum 

downpayment requirements, ranging from 20 to 40 per cent, had also 

been in force. The 40 per cent requirment was applicable to car 

sales. The Government did not estimate how great an increase in 

consumer expenditures it expected the removal of installment buying 

regulations to produce. 
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The choice of reflationary measures comes as no surprise. 

The Government has made clear since March that, if the easing of 

fiscal and monetary policy in the budget for fiscal 1971-72 furnished 

insufficient stimulus to meet the Government's growth targets, it 

would lower indirect taxes and relax or remove installment buying 

restrictions. Getting rid of the latter is in line with the recom• 

mendation of the Crowther Committee Report on consumer credit published 

in March. The Committee, set up in 1968, urged that controlling the 

terms of installment buying be dispensed with altogether, maintaining 

that it created inequities and was an inefficient tool of demand 

management in any event. (However, Chancellor Barber predicted 

Monday that the termination of administrative restraints on installment 

buying would "add substantially to demand.") Finally, in June several 

finance houses unilaterally declared that they would no longer abide 

by an understanding with the Government not to extend personal loans 

for installment purchases on terms more favorable than those permitted 

by hire purchase regulations. The fact that the Government did not 

protest was interpreted as a certain indication that installment 

buying would shortly be freed of all official restraint. 

What did come as something of a surprise Monday was the 

magnitude of the stimulus applied. It had been assumed that if 

the government lowered taxes, it would do so by invoking the so­

called regulator, which permits reduction in excise taxes and the 
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July 17, 1971 through July 3lt 1973, to write off 80 per cent of such 

expend.itures in the first year. The purpose of limiting the period in 

which higher depreciation rates are in effect is to spur immediate 

investment. In addition, service industries in the development areas 

will now enjoy the same right as other industries in these areas to 

write off certain plant and equipment e~cpenditures in the same year in 

which they are made. The Government estimates that the taxes of the 

companies benefiting from these new regulations will be reduced by 

£40 million in fiscal 1972-73 and by £150 million in fiscal 1973-74. 

In outlining the easier depreciation rules, the Chancellor 

stressed the importance of encouraging private fixed non-residential 

investment, which by all indications has been declining since the end 

of last year. In the absence of new incentives, such investment would 

probably continue to decline through next year •. He also str~ssed, 

however, that he expected the main stimulus to investment to come from 

revived consumer demand. 

The Chancellor estimated that the total reduction in taxes for 

fiscal 1971-72 instituted by the Conservatives now exceeds £1 billion, 

an ainount equal to about 2 per cent of GNP at market prices. Earlier, tax 

cuts were announced in November when the Heath Government presented its 

plans for reducing the role of government in the economy, particularly 

by decreasing payments of welfare benefits, and in the presentation of 

the budget for 1971-72 in Harch. On a full-year basis, the various tax 

reductions amount to over £1.4 billion. TSJ{ relief has been provided 
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ma.inly through lotverihg per~onal and corporate income tax, cutting the 

selective employment tax and, now, reducing indirect taxes. 

The fiscal stimulus to the economy in the next few months 

should be quite intense, since the tax reduction announced Monday will 

supplement two major tax cuts which were announced in ~larch but which 

did not go into effect until early this month. These are the reduction 

in the selective employment tax, (which was cut by 50 per cent and which 

will be abolished entirely when VAT is introduced in 1973) and the decrease 

in personal income taxes resulting from an increase in family allowances. 

In addition, increases in social insurance payments will go into effect 

in September. Though these will be largely paid for out of higher contri­

butions, the net effect is expected to be stimulative. 

Though the reduction in purchase tax rates should have an 

anti-inflationary impact by lowering prices. inflation remains a serious 

problem. As already noted, prices continue to rise very rapidly. Although 

there has been evidence of some slackening in the rate of increase in 

recent months, wages also continue to advance at a swift pace. Wage 

earnings in the first four months of 1971 were 12.4 per cent higher than 

in the same period a year earlier. This is an improvement over the 13.9 

per cent increase from the fourth quarter of 1969 to the fourth quarter of 

1970, but it hardly reflects a rate of increase that can be considered 

sufficiently low. Furthermore, the improvement may have resulted largely 

from fewer settlements and a recession-induced reduction in overtime • 
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The Government is obviously concerned that the various 

expansionary measures which will be making themselves felt in the 

next several months may complicate its efforts to slow inflation. 

This concern was evident in the eagerness with which the Chancellor 

in his Monday speech embraced the initiative taken by the Confederation 

of British Industry -- Britain's leading trade association, whose 

membership accounts for about two-thirds of employment and production 

in manufacturing -- to place a ceiling on price increases. Specifically, 

the Chancellor warmly endorsed the CBI's plan to request its members to 

do their "utmost" to avoid price increases in the next 12 months and to 

limit increases deemed "unavoidable11 to 5 per cent. In addition, he 

expressed agreement with the CBI's contention that implementation of its 

plan should be contingent on the nationalized industries' also promising 

to limit price rises to 5 per cent. The Chancellor intimated that the 

Government would see to it that the nationalized industries did so. 

Earlier this year, in fact, -- in April, long before the CBI initiative 

the Government compelled the British Steel Corporation to reduce a planned 

14 per cent price boost to 7 per cent. 

Until now the Government has eschewed setting specific guidelines 

or ceilings for limiting price and wage increases and, indeed, it can still 

claim that it is remaining aloof from such activities since, in a formal 

sense, the 5 per cent limit which will now serve as a quasi price ceiling 

for a broad segment of British industry was set by a private organization. 

However, it seems evident that the CBI initiative grew out of negotiations 
, .-· ~-

• 
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involving labor, management and government earlier this month. It would 

thus appear that, whether it admits it or not, the Government now favors 

the establishment of explicit limits on price increases. It would seem 

likely that the existence of such a ceiling will put great pressure on 

labor to modify their wage demands, something the unions are more likely 

to do now anyhow since this week's reflationary package may have somewhat 

mitigated their hostility toward the Government. 

In one respect, the Government has picked an ideal time to 

introduce expansionary measures, since the balance of payments on current 

account remains in substantial surplus ·- £600 million (almost $1.5 billion) 

at an annual rate in the first half. To demonstrate the strength of its 

external financial condition, the British will next month repay the IMF 

£256 million, thereby completing in advance repayment of its June 1968 

drawings. Its outstanding debt to the Fund will thus be reduced to £417 

million, the amount it drew in 1969-70. 
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Office Correspondence Date __ J_u_l~y_2_2_, _19_7_1 __ _ 

To~~~~-'C~h~a~i~·rm::=a~n~~B=u=r=n=s~~~~~~ Subject: CBI Price Ceiling and 
(through Mr. R. Solomon) 

Fro~Dl...__~~~M""-a_r_t_i~n~J~·~K_o_h_n~~~v_k~~~~ Labor Reaction 

The Confederation of British Industry -- Britain's major 

trade association, whose 11,500 members account for about two-thirds 

of total manufacturing output -- called upon its members last week 

to call a halt to price increases and, where this was not possible, 

to limit "unavoidable"price increases to 5 per cent over the next year. 

The CBI has indicated that it will ask its 200 largest 

members -- who, a source at the British Embassy estimates, probably 

account for 75 to 80 per cent of the total employment provided by 

CBI members to sign a declaration in which they would commit them-

selves for the year beginning August 1, 1971, to "avoid raising prices 

of products/services supplied in the United Kingdom; to limit any 

unavoidable increase in any of our prices to 5 per cent and, if 

possible, less; and, where larger increases are unavoidable, to limit 

the weighted average of price changes in the relevant range of products 

to 5 per cent or less." The interval between any price rises should 

be at least a year. 

The CBI intends to police the actions of firms that sign 

the declaration. It will be understood that firms which subsequently 

find that special circumstances make adherence to the declaration 

untenable will take no action to raise prices without first consulting 

with the CBI. The most serious problems are anticipated in the area 

• 
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of food manufacturing and food retailing, whose input prices are 

largely determined in world markets over which the U.K. of course 

has no control. 

The CBI initiative was clearly taken in cooperation with 

the Government, which, it is certain, has promised to require the 

nationalized industries to observe the 5 per cent price ceiling. 

The Government's credibility on this point need not be doubted. 

Despite its well-known aversion to direct interference in the price 

and wage setting process, the Heath Government compelled the British 

Steel Corporation to limit a price increase at the beginning of April 

to 7 per cent. The BSC had sought to boost prices by 14 per cent. 

The CBI's establishment of a specific limit on price increases 

is certainly connected to the reflationary measures which were announced 

Monday and of which the CBI obviously knew in advance. The CBI has for 

some time been urging the Government to take expansionary action, and 

the move to institute formal price restraints reflects at the least 

an informal agreement that government moves to stimulate the economy 

be accompanied by specific measures to counter the inflationary dangers 

these moves entail. 

Even if prices, on average, rise by 5 per cent a year, it 

will still represent a significant de-escalation of price inflation. 

From January-May 1970 to January-May 1971, retail prices rose by 9 per 

cent. Wholesale prices of manufactured goods between the same two 

periods rose by 8 per cent. 
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To date, the Trades Union Congress -- the counterpart in 

labor of the CBI in industry has not issued an official statement 

on either the CBI initiative or the Government's reflationary package, 

but spokesmen for the British labor movement have generally expressed 

at least qualified approval. However, they have given no indication 

that labor will set wage ceilings or guidelines to parallel the 5 per 

cent limit on price rises instituted by the CBI. Nor, according to 

British press connnentary and connnents made to me by sources in the 

British Embassy, is there any likelihood that it will do so in the 

foreseeable future. One Embassy contact stated flatly that it was 

in effect unthinkable that the labor movement would itself place an 

explicit ceiling on wage increases under a Conservative Government. 

However, even in the absence of a definite upper limit on 

wages, the prospects for a slowing in wage increases appear bright. 

With their demands for both reflationary action and price restraint 

measures now met, the unions are under great pressure to moderate 

their wage demands. Furthermore, union leaders are now in a position 

where they can adopt a more temperate line in wage negotiations -- as 

many of them doubtless wish to do, given the correlation between rising 

unemployment and exorbitant wage increases -- without risking loss of 

support by the rank and file. 
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Office Corresponden~~ARo i~1iEERNoRs Date March 25, 1975 
. . -"'FniE"RAt R ~SERVE SYST 

To Chairman Burns (through Mr.llf5AJ~)26 dJrW?i! Atteinpts to Allocate Credit 

n-- Larry J. Promise~! 11:&"™ ______ .._.___...;....;;,_,.,......,,....___ RECEIVtD 

orr1cE OF THE CHAIRMAH 

in the United Kingdom 

In 1971, the Bank of England abandoned its system of 

quantitative credit controls and adopted instead its new system of 

"Competition and Credit Control." At the same time, the Bank reserved 

the authority "••• to provide the banks with such qualitative guidance 

as may be appropriate" (see Bank of England Quarterly Bulletin, June 

1971, p. 192). 

''Qualitative guidance" was first provided under the new 

system in August 1972. The volume of bank lending to the private 

sector had been large and accelerating, contributing to an expansion 

of the money stock (broadly defined) at an annual rate of about 30 

per cent in previous months. A large part of the bank lending was 

associated with property speculation and financial transactions, which 

had undesirable cons'equences especially for land prices. Moreover, the 

Bank of England was concerned that the banks would not be in a position 

to meet industry's loan demand when the desired and expected increase 

in ind~trial investment materialized. Consequently, the Bank sent 

a letter to the banking system reminding the banks that industrial loan 

demand was expected to rise and urging them to cut other lending so as 

to be able to satisfy this demand. (see Attachment 1) 

In the subsequent:. year, the monetary aggregates generally 

continued to grow too rapidly. Despite the Bank of England's .letter, 

. . 
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bank lending to property and other f :i.nancial companies had been growing 

as well, partly because facilities arranged earlier were being drawn 

on. In September 1973, the Bank sent a second letter to the banks 

reinforcing the first letter. (see Attachment 2)!/. 

Finally, in December 1973, the Bank of England introduced 

its supplementary deposit scheme, in a more determined attempt to 'limit 

the rate of growth of the money supply; the "qualitative guidance" 

provided by the Bank of England remained in force (see Attachment 3). 

'!he supplementary deposit scheme, which penalized banks whose interest-

bearing liabilities grew faster than an allowed rate, was suspended in 

February 1974 because the banks' deposits were so far below their ceiling. 

In addition to the attempts, just cited, to influence the 

allocation of credit, a system has existed in Britain for many years 

whereby credit for exports and for shipbuilding is offered on relatively 

favorable terms • 

• 

!/ To protect the Building and Loan Societies, banks were also asked 
to pay no more than 9-1/zfo on deposits of less than £10,000. 

Attachments 3. 

cc: Mr. Bryant 
Mr. Siegman 
Mr. Dod 
Mr. Coyne 
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The text of a Jetter which the Governor of 
the Bank of England sent on 7th August 
1972 to the banking system 

• • 

' ' 

ATTACHMENT 1 

Bank lending 

There are now signs that demand from industry for bank 
finance to sustain expanding activity is growing more broad· 
ly than in recent months. 

I am sure banks appreciate the need to meet this demand 
If the growth of the economy is to proceed soundly; and I 
ask that they should as necessary make credit less readily 
available to property companies and for financial transaq~ 
lions not associated with the maintenance and expansion of 
Industry. Indeed, I understand that the London clearing 
banks are already taking steps in this direction. 

.,,,• 

Printed in Bank of England Quarterly Bulletin, September 1972. 
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Text of a letter which the Governor of the 
Bank of England sent to the main banking 
associations on 11th September 1973 
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Credit notice 

Bank lending 
After two years of active competition in the provision of credit, 
the greater part of the banking system is now much closer to 
being fully lent. In addition, the banks are now being asked 
(below) to limit their bidding for small deposits. They will thus 
find it more difficult to provide the resources to meet all their 
customers' requirements. It is, however, clearly necessary, if the 
growth of the economy is to proceed soundly, that the demand 
for credit to finance a higher volume of exports and industrial 
Investment and for other essential purposes should be satisfied. In 
order to ensure the availability of credit for such purposes it will 
in my view be necessary further to limit tending in the less essen· 
tial areas. Accordingly I have to ask that all banks should in their . 
lending policies adhere to this guidance on the direction of their 
lending. This will involve significant restraint on the provision of 
credit for persons (other than for house purchase) and further 
restraint on tending for property development and financial trans­
actions. 

Building societies 
In the Bank's consultative document on competition and credit 
control it was recognised that circumstances might arise in which 
competition for individuals' savings might require to be restrained 
in the interests of the finance of housing. Such circumstances at 
present prevail and I have to ask that, with immediate effect, 
banks shall now observe a limit of 9%% on the rate of interest 
which they pay on deposits in amounts of under £10,000. The 
technical details of this arrangement are set out in the enclosed 
note [see below]. 

"Merry-go-round' or interest arbitrage activities 
In view of the recent indications of the extent to which some 

companies have been drawing on overdraft facilities, not for the 
purposes for which the facilities were sought but to invest in 
higher-yielding certificates of deposit or other money market 
instruments, I have been pleased to learn that some banks have 
recently been taking steps to curtail this practice. Such activities 
operate to put unnecessary pressures on money markets and are 
thus harmfu~ Accordingly I encourage all banks to be on the 
watch for, arld active. in combatting, this misuse of their lending 
facilities. •· 

Notice to banks 
The Bank of England have today requested all banks to pay no 
more than 9%% on any deposit with them of less than £10,000. 
This request applies with immediate effect and until further 
notice. These deposits are defined as interest-earning balances of 
less than £10,000 of whatever term to maturity. This limit will 
not be applied to any existing deposits which have been placed up 
to the close of business tonight at fixed rates for fixed or 
minimum periods. It will apply, however, to any existing 
deposits, as defined, which have been placed for fixed periods at 
floating rates or which have no fixed maturity or which are 
extended after the expiry of an initial minimum period. 

Printed in Bank of England Quarterly Bulletin, December 1973 • 
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APPENi5IX ; . "· .. ATTACHMENT 3 
Notice to,. bt!nks and deposit-taking finance houses issued by 
the Bank of England on 17December1973 

l Supplementary scheme 
The Bank ask that banks and deposit-taking finance houses 
should be prepared to place with the Bank non-interest· 
bearing special deposits in relation to the growth in each 
institution's interest-bearing resources on the following basis: 

(i) interest-bearing resources to be defined as the interest­
bearing element of each institution's eligible liabilities; 

(ii) the growth in each institution's interest-bearing 
resources as defined in (i) above to be measured from the 
average of the amounts outstanding on the three make-up 
days preceding each activation of this scheme; 

(ill) up to 50% of the growth in each institution's interest· 
bearing resources, on a three months' moving average basis, 
over and above a rate to be specified, to be placed on 
non-interest-bearing deposit with the Bank, subject to: 

(iv) · no deposit being required to be lodged within the first 
six months of the initial activation of this scheme; 

(v) non-interest-bearing special deposits made to be 
repayable in full should the growth in an institution's 
interest-bearing resources fall back to the rate specified or in 
part if the amount of the excess should decline; 

(vi) the requirement to lodge non-interest-bearing special 
deposits to be capable of variation or suspension at the 
Bank's discretion. 

The initial activation of the scheme will take place 
immediately and will apply to all banks (except the :Mt>rthern 
Ireland banks) and to deposit-taking finance houses. The base 
level will therefore be the average of interest-bearing 
resources at the make-up days for October, November and 
December 1973. The rate of growth specified is 8% for the 
first six months; the rate to be specified thereafter will be 
notified in due course, but not lati:r than the end of April 
1974. The rate of deposit required will be progressive with 
the excess rate of growth of each institution's interest· 
bearing resources: in respect of an excess of 1 % or less, the 
rate will be 5%; in respect of an excess of over 1 % but not 
more than 3%, the rate will be 25%; thereafter the rate will 
be50%. 

The effect of these arrangements is that, if the average of 
an institution's interest-bearing resources on the make-up 
days for April, May and June 1974 were to exceed the 
average amount outstanding on the make-up days in October, 
November and December 1973 by more than 8%, a non· 
interest-bearing special deposit on the scale specified above 
would be required to be lodged during July 1974. Thereafter 

• the requirement to lodge non-interest-bearing special deposits 
will be assessed monthly in relation to the rate of growth in 
interest-bearing resources to be specified. 

Banks and deposit-taking finance houses are not expected 
to respond to the introduction of these arrangements with a 
O•n•r<11 rl~· In thPlr )pnnino rlltfl!I 

2 Other matters 

I 
Banks and finance houses are asked to reinforce strongly 
their restraint on lending to persons generally, to property 
companies and for purely financial transactions. 

In view of the introduction of the new arrangements and 
taking account also of the immediate prospects for the 
reserve asset position of banks and deposit-taking finance 
houses, the Bank have decided, with the approval of the 
Chancellor of the Exchequer, to revoke the calls for special 
deposits, each of ;2% of eligible liabilities, which were due to 
have been made on 27th December 1973 and 2nd January 
1974. 

Note 
Since this notice was issued, the Bank have considered the 
problems which the supplementary scheme posed for banks 
(such as those newly established) with a very small base of 
interest-bearing resources. As a result, it has now been 
decided that banks should be exempt from the requirements 
of the scheme until their interest-bearing eligible liabilities 
average £3 million or more for a period of three months. 
Thereafter, in the current period of operation, the rate of 
growth of interest-bearing eligible liabilities permitted before 
non-interest·bearing special deposits become payable will be 
related to a base of £3 million. Banks to which this provision 
applies will continue to be subject without modification to 
the obligation to maintain the reserve asset ratio, and to 
respond to general calls for special deposits. The exemption 
will not apply to finance houses, which are not subject to the 
arrangements for control of credit until their eligible liabili­
ties reach £5 million. 

Printed in Bank of England 
Quarterly Bulletin, March 1974. 



• BCARO CF' GOVERNORS 
CF THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date September 4, 1975 

Subject: Visit of Sir Douglas Wass 

As background for your scheduled meeting with Sir Douglas Wass, 

I am attaching a brief discussion, prepared for the August Greenbook, 

of the Wilson Government's current anti-inflation policy. For your 

information, the Trades Union Congress, at their annual convention 

yesterday, endorsed by a margin of 2 to 1 the L6 per week limit on 

wage increases. 

A table showing recent econo·mic indicators for the United 

Kingdom is also attachedo 

Attachments 

• 



Anti-Inflat:._ion Policy in the United Kin~dom. New ant:i.-inflation 

measures in Britain 

August 1. The goal 

announced on July 11 -- became effe tive on 

to be achieved principally by limiting pay increases 

is to reduce the rate of price inflation from the current annual rate of 

about 25 per cent to 10 per cent by the fourth quarter of 1976. For all 

employees earning less than £8500 ($18, 000) per year, pay increases will 

be limtted to a maximum of £f) per week (or slightly more than 10 per 

cent on average) for the 12 months beginning August l; the less-than­

one per cent of employees earning more than £8500 per year will receive 

no pay increase at all. Only one pay settlement per year will be allowed. 

Dividend increases will be limited to 10 per cent per year (instead of 

the previous 12~1/2 per cent). 

To make the pay limitations more palatable to workers, price 

controls will be retained beyond the Harch 1976 scheduled expiration 

date. The Government will try to ensure that prices for goods of 

special importance in the family budget will not rise more than 10 per 

cent. The prev:i.ously scheduled phasing .. out of food subsidies will be 

delayed. Rent increases will be limited to the general rate of inflation. 

This policy as it now stands is not statutory, although the 

Government has prepared -- but hopes not to have to submit -- legislation 

that "'1ould apply legal sanctfons on employers, not on employees, if the 

pay limits are exceeded. Yet even though the Government cannot now stop 

excessive settlements from being granted, it does have existing powers 

to ensure that the co'sts to the employer of such settlements cannot be 

passed on. These powers .are especially strong so far as public sector 

settlements are concerned. In the nationalized industries, by controlli11g 
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subsidies, access to borrowing, and product and service prices, the 

Government can ensure that excessive wage increases con be paid for only 

by reducing employment. Similarly, the Government controls grants to, 

and borrowing by, local authorities, although the latter can rnise taxes .. 

Control over the. private sector is less direct. Existing price controls 

have been modified so that if pay increases exceed the £6 limit, no 

part of the increase at all can be used to justify increasing product 

prices. The higher wages can, however, be paid for by the private. sector 

out of profits or by reducing employment. 

Beyond the controls just cited, the Government must rely on 

the acceptance by the unions of the pay policy. There is some basis 

for hoping that union leaders and membership have generally accepted 

the necessity of this policy as an alternative to cm::s in public · 

expenditures. The announcements last weel~ of a tc::aporary subsidy to 

em!,)loyers in depressed regions who refrain from laying-off additional 

workers, and of reduced lay-offs at British Steel, help to solidify 

union support. Horeover, the high and rising level of unemployment makes 

this a propitious time to introduce a policy of wage restraint. But, 

clearly, moderation of wage demands, in particular of the more militant 

unions1 remains to be tested • 

·, 



United Kingdom: Selected Economic Indicators 

1974 197 
Q3 Q4 Ql Q2 May June July 

Production (percentage 
change from preceding 
period, SAAR) 

GDP 7.1 -2.5 -1.8 -1.Ii.Y n .. a. n.a. n.a. 

Industrial production 2.7 -12.0 -3.0 -13.3 -15.3 -6.3 n.a. 

Prices and Wages (percentage 
change from same period 
in previous year) 

Retail prices 17 .o 18.2 20.3 24.3 25.0 26.1 26.3 

Wholesale prices 25.7 27.7 27.3 25.1 25.7 25.0 24.8 

Average earnings (SA) 19.9 25.3 31.7 28.2(p) 28.4 25.4(p) n.a. 

Unemployment (Great Britain, 
seasonally adjusted) 

Average Level (thousands) 600 605P./ 701 813 817 864 938 

As per cent of employees 2.6 2.1El 3.1 3.6 306 3.8 4.1 

1'!'>ney supply (percentage 
change from )receding 
period, SAAR 

Ml 5.6 12.9 24.3 3cft) 9.7 2.4 31+. 7 

MJ 16.6 8.2 10.8 9.2 19.4 -3.2 3.9 

!/. Estimate based on output data. 
E/ Because of a labor dispute among civil servants, no December data were compiled. 
Calculation based on average of October-November only. 
£/ Break in series in May 75. Q2 average estimated. 
P./ Preliminary • 

• 
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1974 lQ.72 
Year Ql Q2 June July 

current Account (£millionsJ 
seasonally adjusted) 

Balance of Merchandise Trade -5259 -716 -450 -160 -291+ 
of which: 

Petroleum -3446 -781 -662 -223 -231+ 

Other -1813 65 212 63 -60 

Net services and transfers 1488 374 360 120 120 

Current account balance -3771 -342 -90 -40 -174 
it 

Official foreign reserves 
( $ millions) 

L~vel at end of period 6789 7117 6198 6198 6259 

Change during period 313 328 -919 -293 61 

' Public sector borrowing 2606 1115 369 261 69 

1974 1975 
3/29 6/28 9/27 12/31 3/27 6/30 9/3 

Interest rates and equity 
prices 

3-month interbank 17.50 13 .13 11. 75 12.44 9.88 9063 10.38 
sterling 

Yield on perpetuities 
(3-1/'C!fo War Loan) 

14.67 15.41 15.07 17 .44 13.61 14. 76 13.38 
(9/1) 

l Index of industrial 267.4 255.1 186.8 159.6 280.3 295.6 323.4 
'1 stock prices (12/27) (6/27) (9/l) 

(Financial Times 
Industrial Ordinary) 

• 
•; 



BOARD OF GOVERNORS 
OF'THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date April 8, 1976 

T Chairman Burns 
0'~~~-====-====--=-==-=::__~~~~ 

Fro111m11_ ___ C.::.h:.:a=r=.:l=.:e::.:s:.....:::J:....:•:.....::S::.::i:.::e•gm=a=n'-'--·::::I...:.~---

Subject· More on Congressman Stanton's 

Visit to London 

Jim Anunerman called this morning and informed me that the 

results of his efforts to arrange appointments for Congressman Stanton 

for April 24 were "dreadful". The responses he received from those 

to whom he spoke were basically negative. 

The Treasury offered to have an official speak "by telephone" 

to the Congressman. The private bankers questioned the need for Saturday 

appointments and wondered why an Embassy briefing would not be sufficient. 

The Bank of England did not think that it would be feasible to have someone 

available on Saturday. John Kerbyshire, however, graciously offered to 

host a dinner for the Congressman for Friday evening, if Congressman Stanton's 

schedule would enable him to arrive in London by Friday afternoon or so. 

Kerbyshire would invite an official from the Treasury and perhaps others 

for the dinner. 

In view of the difficulty of scheduling appointments on Saturday, 

it would seem that the Kerbyshire offer is the best solution for 

Congressman Stanton if he could make it to London by Friday afternoon. 

But I do not know the Congressman's itinerary to assess whether this is 

feasible. 

Please let me know how to proceed. Jim Anunerman would like to 

inform Kerbyshire whether or not the Friday dinner is on or off. Also, 

Anunerman would like to know whether Congressman Stanton would be satisfied 
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with a briefing from the Embassy on Saturday if he does not succeed 

in making other appointments. 



BOARD OF' GOVERNORS 
DF" THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date April 14, 1976 

Subject: Follow-up on Congressman Stanton's 

Fro_m ____ C_h_a_r_l_e_s_J_._S_i_· e .... sm...__a_n_,.-._-_:: __ ,_; __ Visit to London 

Attached is a copy of a telegram from London that confinns 

the arrangements made by Jim Ammennan for Congressman Stanton's visit 

to London. 

At the suggestion of Mrs. Mallardi, I conveyed the information 

contained in the telegram to Congressman Stanton's Administrative 

Assistant, Mrs. Shirlee McGloon, and asked her to request the Congressman's 

approval of the proposed arrangements. Mrs. McGloom called me this 

morning, and informed me that Congressman Stanton is satisfied with the 

arrangements, but that he is not able to make the suggested meeting with 

two conn:nercial bankers on Saturday morning at 11 a.m. 

I informed Jim Ammerman that Congressman Stanton is pleased 

with the dinner and meetings arranged for him, but that he regrets 

that he is unable to meet with the commercial bankers. I also notified 

Ammerman that Congressman and Mrs. Stanton have changed their flight 

from Dublin and now are scheduled to arrive in London at 3:30 p.m. on 

April 23. Finall~ since Congressman Stanton is leaving Washington on 

April 19th, I requested Ammerman to infonn the F.mbassy control officer 

handling the Congressman's visit in London of the location and time of the 

Kerbyshire dinner, and that the Congressman expects to receive this 

infonnation upon his arrival. 
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Department of State 

" 
TELEGRAM 

UNCLASSIFIED 2431 

22-12 
ACTION FRB .. ~1 

/043 w 
~ ----~~-----·----·----R A~H>4bZ I.PR 76 I - •••• • •• ••• • • ,. • •• I 

FM AM~M6~~Sy LONDON 

130945 

TO SECST~TF. WAS HDC 0657 Pli!a~e v 
lJNr.L.AS LON00N}'A557::> 

lnter.r.a•:· . , return tu • ,.,.:, 'J I , . 
i11ormat.-~n c _ 

~ -
nEPARTMtNT PASS CHARLES SEIGMUNO, FEDERAL RESERVE BOARD 

f R0'1 AMMERMAN 

F..n. 11652: NIA 
TAc;s: (IV!P 
SURJECT: VISIT OF CONGRESSMAN AND MRS. J.WILLIAM STANTON 

\. KIRSVSHIRE, BANK OF ENGLANO, cnNFIRMS HE WILL BE 
PLFASED TO HOST SThG ~ORKING DINNER FOR CQNGR~SSMAN 
STANTON, FRIDAY EV~NING APRI~ 23. HE PLANS INVITE AN HM 
T~F.A.SURY OFFICIAL A~n, IN AMMERMAN'S ABSENCE, ASSISTANT 
FlNANClAL ATTACHE SwOfFORO. 

~. EMBASSY OFFICERS W!ILL PROVIDE POLITICAL/ECONOMIC 
R~ lEF' 1 NG FOR CONGRE'SSJ"IAN ANO MRS, ST ANTON SATUROAY .MORN• 
J111G, APRIL 24 9 

J. M~Ss~s. FRANK GOODHUE, NATIONAL CITY BANK OF CLEVE· 
l.ANO ANO SAM MARSHALL, UNION COMMERCE BANK OF CLEVELAND, 
HAVE VOLLI NT EF.REO TO GIVE CONGRESSMAN BRIEFING ON SATURDAY 
MORNING, AP~IL 24. BOTH THESE MEN ARE HIGHLY RESPECTEO 
ANO KNO~Lf OGEAALE. FINANCIAL ATTACHE RECUMMENOS ACCEP~ 
TANCF. ON C~NGRESSMAN'S BEHALF. PLEASE AOVISEu ~ro 

4• WE PLAN SCMEOULE SATUROAY MORNING APPOINTMENTS IN 
PARA 2 AND 3 AT EMBASSY AT t~:~0 A.M. ANO 11:00 A.M., 
Rf~PECTIVELY. L~GISTICAL ~ETAILS FRIDAY 
O!NNEk WILL RE CONFIRMED LATER. 
AH.M3 'IRONG 

UNCL.ASSif IED 

~ 

. . 

; 
< 

·. 
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SOARD CF' 13CVERNCRS 

DP" THE 

rEDERAL RESERVE SYSTEM 

Office Correspondence Date __ Ju_n_e_22_, _19~7_6 __ _ 

T Chairman Burns 
o'-----------------~ Subject· U.K. Inflation and Public 

FroNm...__C_h_a_r_l_e_s_J_.;;..._S_i_e~gma'--n __ c..~:J-:5"-""---- Sector Borrowing Requirements 

Attached as requested are two copies of a note, two tables 

and one graph that presents basic data for the 1965-76 period on 

inflation, earnings, exchange rates, and public sector borrowing 

requirements for the United Kingdom. The material was prepared by 

David Howard. 

Attachments .. 



June 22, 1976 

U.K. Inflation and the Public Sector Borrowing Requirement 

Inflation 

Table 1 presents the rates of inflation in retail prices, 

wholesale prices, average earnings, and the rate of change in the 

exchange rate for sterling against the dollar for 1965•1976. The 

attached graph shows the rates of inflation in retail prices and 

average earnings for the 1971-1976 period. 

In the mid-1960's, U.K. wage and price inflation rates were relatively 

moderate, but started to accelerate in the early 1970's. 

U.K. inflation rates were high even before the oil price rise 

at the end of 1973 but have increased significantly until recently. 

A slowing in price inflation began around the third quarter of 

19751 before the deceleration in wage inflation and at the 

time the £b limit to wage increases took effect. 

It is not expected that the rate of price inflation will be reduced 

below 10 per cent until at least mid-1977. 

Public Sector Borrowing Requirement 

Table 2 presents some data on the s.ize of the public sector 

borrowing requirement in relation to nominal gross domestic product, 

total public expenditure, and total public sector revenue 

for calendar years during the 1965-1975 period • .!/ 

iJ The public sector account includes central government, local 
government, and nationalized industries. The public sector borrowing 
requirement is the public sector financial deficit plus government 
net lendin~ to other sectors. Government net lending to other sectors 
is forecast to be £1.4 billion in the current fiscal year. 

I 
.i 
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*Mote: The 1974: 1 number for average earnings reflects the 3-day 
work week. 
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The relative size of the public sector borrowing requirement 

has grown during the 1970's, as has the relative size of the 

public sector (as measured by total public expenditures, i.e., 

including capital expenditures for nationalized industries). 

In 1973 and 1974, even though the unemployment rate had decreased 

from its 1972 level, the relative size of the borrowing requirement 

continued to increase. 

The borrowing requirement for the current fiscal year that began 

April 1 is expected to be about £12 billion, about 10 per cent 

of nominal gross domestic product • 

. . 



• TABLE 1 

,United Kingdom: Price, Wage, and Exchange Rate Developments (1905-1976) 

Average Earnings 
Retail Prices Wholesale Prices in Great Britain (SAl Dollar Price .of Sterlin!!. · 

Percentage Percentage Percentage Percentage 
Index Change Change Change Change 

(excluding over Previous over Previous over Previous over Previous 
seasonal Period Period Period , Period 
food) (annual rate) Index (annual rate) Index (annual rate) Average (annual ratel 

1965 . 80.2 l+. 6 83.3 3.7 ' 7 4. 1 7.1 2. 7959 0.1 
1966 i3.2 3.7 85.6 2 •. 8 79.0 6.6 2. 7930 -0.1 
1967 85.2 2.1+ 86.5 1.1 81.8 3.6 2.7501+ -1.5 
1968 89.3 4.8 89.9 3.9 88.2 7.8 2.3935 -13.0 
1969 93.9 5.2 93.4 3.9 95.2 7.8 2.3901 -0.1 
1970 100.0 6.5 100.0 7.1 106.7 12.l 2.3959 0.2 
1971 109.5 9 .• 5 109.0 9.0 118.7 11.3 2.41+1+2 2.0 
1972 117 .o 6.8 114. 8 5.3 131+.1 13.0 2.5008 2.3 
1973 126.7 8.3 123.2 7.3 152.l 13.4 2.4510 -2.0 
1974 147.0 16.0 152.0 23.l+ 178.8 17.5 2.3403 -4.5 
1975 18g.6 24.2 188.7 24.1 226.5 26.7 2.2216 -5.1 

1971: 1 105.6 10.1 106.3 11. 7 114.9 . 11.2 2.4142 l+. 2 
2 109.0 13.5 108.7 9.3 117 .1 7.9 2.4185 0.7 
3 110.9 7 .2 110.3 6.o 120)+ 11.8 2.1+1+13 3.8 
4 112.3 5.1 110.8 1.8 122.5 7.2 2.501+2 10.7 

1972:· 1 113.9 5.8 112.1 4.8 126.4 13.3 2.5979 15.8 
2 115.9 7.2 113.5 5.1 130.5 13.6 2.5968 -0.2 
3 117.8 6.7 115.6 7.6 135.0 14.5 2.1+1+55 -21.3 
4 120.7 10.2 118.0 8.6 141.8 21.7 2.3637 -12.7 

1973: 1 122.2 5.1 119.5 5.2 ll+l+. 0 6.1+ 2.4181 9.5 
2 125.2 10.2 120.1 2.0 11+9.6 16.5 2.5302 19.9 

·3 127. 7. 8.2 124.2 14.4 154.7 14.3 2.4790 -7.9 
4 131.8 13.5 129.1 16.7 159.8 13.9 2.3787 -15.2 

1971+: 1 137.2 17 .4 138.3 31.7 159.1 -1.7 2.2792 -15.7 
2 145.3 25.8 148.9 34.4 170.1 30. 7 2.3977 22.5 
3 149.4 11.a 156.1 20.a 185.5 41.4 2.3516 -7.5 
4 156.1 19.2 164.9 25,5 200.3 35.9 2.3294 -3.7 

1975: 1 165.6 26.7 176.0 29.8 209.6 19.9 2.3913 11.1 
2 180. 7 41.8 186.3 25.5 218.l 17 .2 2.3246 -10.7 
3 188.7 18.9 193.4 16.1 244.5 33.6 2.1283 -29.7 
4 195.2 14.5 199.1 12.3 2 3.9 17.0 2.0419 -15.3 

1976: 1 200.9 12.2 206.s 16.4 250.e 11.8 1.9961 -8.7 

' .. ' . . ""~r ' • ... -r~ ~ 
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TABLE 2 
United Kingdom: Public Sector Borrowing Requirement (PSBR) I -1975) 

Memoranda 
PSBR as a percentage of: Total Public 

Nominal Expenditure as a 
Ca.lendar GDP at Total Public Total Public Percentage of GDP Unemployment 
Year £ Million Market Prices Expenditure Sector Revenue at Market Prices Rate 

1965 1, 205 3.4 8.5 9.3 39. 7 1.4 

1966 961 2.5 6.3 6.7 l+0.3 1.5 

1967 1, 862 4.6 10.6 11.9 43.7 2.3 

1968 1, 279 2.9 6.7 7.2 44.1 2 .l+ 

1969 -466 -1.0 -2.11- -2.3· 42.7 2.1+ 

1970 -18 -o.o -0.1 -0.1 43.1 2.6 

1971 1, 1 2.4 5.6 6.o 43.0 3.4 

1972 2, 038 3.2 7 .4 s.o 43.6 3.7 

1973 4, 176 5.8 13.0 15.0 41+. 9 2.6 

1974 6, 356 7.8 15.2 17 .9 51.6 ? r::. 
~•v 

1975 10, 464 10.3 19.4 24.0 .1 4.0 
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June 22, 1976 

U.K. Inflation and the Public Sector Borrowing Requirement 

Inflation 

Table 1 presents the rates of inflation in retail prices, 

wholesale prices, average earnings, and the rate of .change in the 

exchange rate for sterling against the dollar for 1965•1976. The 

attached graph shows the rates of inflation in retail prices and 

average earnings for the 1971-1976 period. 

In the mid-1960's, U.K. wage and price inflation rates were relatively 

moderate, but started to accelerate in the early 1970' s. 

U.K. inflation rates were high even before the oil price rise 

at the 'end of 1973 but have increased significantly until recently. 

-- A slowing in price inflation began around the third quarter of 

1975, before the deceleration in wage inflation and at the 

time the £.6 limit to wage increases took effect. 

It is not expected that the rate of price inflation will be reduced 

below 10 per cent until at least mid-1977. 

Public Sector Borrowing Requirement 

Table 2 presents some data on the size of the public sector 

borrowing requirement in relation to nominal gross domestic product, 

total public expenditure, and total public sector revenue 

for calendar years during the 1965-1975 period •. 1/ 

iJ The public sector account includes central government, local 
government, and nationalized industries. The public sector borrowing 
requirement is the public sector financial deficit plus government 
net lendin~ to other sectors. Government net lending to other sectors 
is forecast to be £1.4 billion in the current fiscal year. 
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The relative size of the public sector borrowing requirement 

has grown during the 1970's, as has the relative size of the 

public sector (as measured by total public expenditures, i.e., 

including capital expenditures for nationalized industries). 

In 1973 and 1974, even though the unemployment rate had decreased 

from its 1972 level, the relative size of the borrowing requirement 

continued to increase. 

The borrowing requirement for the current fiscal year that began 

April 1 is expected to be about £12 billion, about 10 per cent 

of nominal gross domestic. product • 



• TABLE 1 
United Kingdom: Price, Wage, and Exchange Rate Developments (1965-1976) 

Average Earnings 
Retail Prices Wholesale Prices in Great Britain ~SAl Dollar Price of Sterling 

Percentage Percentage Percentage Percentage 
Index Change Change Change Change 

(excluding over Previ ems over Previous over Previous over Previous 
seasonal Period Period Period Period 
food) (annual rate) Index (annual rate) Index (annual rate) Average (annual rate) 

1965 80.2 4.6 83.3 3.7 ,, 74.1 7.1 2. 7959 0.1 
1966 (:13.2 3.1 85.6 2.8 79.0 6.6 2. 1930 -0.1 
1967 85.2 2.4 ' 86.5 1.1 81.8 3.6 2.7504 -1.5 
1968 89.3 4.8 89.9 3.9 88.2 7.8 2.3935 -13.0 
1969 93.9 5.2 93.4 3.9 95.2 7.8 2.3901 -0.1 
1970 100.0 6.5 100.0 7.1 106.7 12.l 2.3959 0.2 
1971 109.5 9.5 109.0 9.0 118.7 11.3 2.1+41+2 2.0 
1972 117 .o 6.8 114.8 5.3 134.1 13.0 2.5008 2.3 
1973 126.7 8.3 123.2 1.3 152.l 13.4 2.4510 -2.0 
1974 147.0 16.0 152.0 23.4 178.8 17 .5 2.3403 -4.5 
1975 182.6 24.2 188.7 24.1 226.5 26.7 2.2216 -5.1 

1971: 1 105.6 10.1 106.3 11. 7 H4.9. 11.2 2.4142 4.2 
2 109.0 13.5 108.7 9.3 117 .1 7.9 2.4185 . o. 7 
3 110.9 7.2 110.3 6.o 120.4 11.8 2.4413 3.8 
4 112.3 5.1 ll0.8 1.8 122.5 7.2 2.5042 10.7 

1972: 1 ll3.9 5.8 112.1 4.8 126.4 13.3 2 •. 5979 15.8 
2 115.9 7 .2 113.5 5.1 130.5 13.6 2.5968 -0.2 
3 117.8 6.7 115.6 7.6 135.0 14.5 2.4455 -21.3 
4 120. 7 10.2 118.0 8.6 141.8 21.7 2.3637 -12.7 

1973: 1 122.2 5.1 119.5 5.2 144.o 6.4 . 2.4181 9.5 
2 125.2 10.2 120.1 2.0 149.6 16.5 2.5302 19.9 
3 127.7 s,.2 124.2 14.4 154.7 14.3 2.4790 -7.9 
4 131.8 13.5 129.1 16.7 159.8 13.9 2.3787 -15.2 

1974: 1 137.2 17 .4 138.3 31.7 159.1 -1. 7 2.2792 -15.7 
2 145 .• 3 25.8 148.9 34.4 170.1 30. 7 2.3977 22.5 
3 149.4 11.8 156.1 20.8 185.5 41.4 2.3516 -7.5 
4 156.1 19.2 164.9 25.5 200.3 35.9 2.3294 -3.7 

1975: 1 165.6 26.7 176.0 29.8 209.6 19.9 2.3913 ' 11.1 
2 180. 7 41.8 186.3 25.5 218.l 17 .2 2.3246 -10. 7 
3 188.7 18.9 193.4 16.1 2i4.5 33.6 2.1283 -29.7 
4 195.2 14.5 199.1 12.3 2 3.9 17 .o 2.0419 -15.3 

1976: 1 200.9 12.2 206.s 16.4 250.a 11.8 1.9961 -8.7 
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TABLE 2 
United Kingdom: Public Sector Borrowing Requirement (PSBR) ( 1965-1975) 

Memoranda 
PSBR as a percentage of: Total Public 

Nominal Expenditure as a 
Calendar GDP at Total Public Total Public Percentage of GDP Unemployment 
Year £ Million Market Prices ExEenditure Sector Revenue at Market Prices Rate 

1965 ' 1, 205 3.4 8.5 9.3 39. 7 1.4 

1966 961 2.5 6.3 6.7 40.3· 1.5 

1967 1, 862 4.6 10.6 11.9 43.7 2.3 

1968 1, 279 2.9 6.7 7.2 44.1 2.4 

. 1969 -466 -1.0 -2.4 -2.3 42.7 2.4 

1970 -18 -o.o -0.1 -0.1 43.1 2.6 

1971 1, 371 2o4 5.6 6.0 43.0 3 .4 

1972 2, 038 3.2 7 .4 s.o 4306 3.1 

1973 4, 176 5.8 13.0 15 .o 44.9 2.6 

1974 6, 356 7.8 15.2 17 .9 51.6 2.6 

1975 10, 464 10.3 19.4 24.0 53.1 4.0 



BOARD CF' GOVERNORS 
OP'THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date June 24, 1976 

Subject._·-------------

From Charles J. S iegman c.-:s-.s 
,, 

Attached is the revision of the note, tables and graph 

on U.K. inflation and government budget deficits. 

Attachment • 

.. 



U.K. Inflation and the Government Budget Deficit 

Inflation 

Table 1 presents the rates of inflation in retail prices,. 

wholesale prices, average earnings, and the rate of change in the 

exchange rate for sterling against the dollar for 1965-1976. The 

attached graph shows t;he rates of inflation in retail prices and 

average earnings for the 1971-1976 period. 

In the mid-1960's, U.K. wage and price inflation rates were 

relatively moderate, but started to rise in the early 1970' s. 

U.K. inflation rates were high everi before the oil price rise 

at the end of 1973 but have increased significantly until 

recently. 

A slowing in price inflation began around the third quarter of 

1975, before a-decline in wage inflation and at the time a 

limit on wage increases took effect. 

It is not expected that the rate of price inflation will be 

reduced below 10 per cent .until at least mid-1977. 

Government Budget Deficit -- Public Sector Borrowing Requirement 

In the United Kingdom, the public sector includes central 

government, local government, and nationalized industries. lbe deficit 

of tnis sector is referred to as the public sector borrowing requirement. 

Table 2 presents data on the size of the public sector borrowing 

requirement in relation to nominal gross domestic product (roughly 

equivalent to GNP), total' public expenditure, and total public sector 

revenue for calendar years during the 1965-1975 period. 
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- 2 -

nie relative size of the public sector borrowing requirement 

has grown during the 1970's, as has the relative size of the 

public sector (as measured by total public expenditures, i.e., 

including capital e~penditures for nationalized industries). 

In 1973 and 1974, even though the unemployment rate had decreased 

from its 1972 level, the relative size of the borrowing requirement 

continued to increase. 

'nle borrowing requirement for the current fiscal year that began 

April 1 is expected to be about £12 billion, about 10 per cent 

of nominal gross domestic product • 



1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 

1972: 1 
2 
3 
4 

1973: 1 
2 
3 
4 

1974: 1 
2 
3 
4 

1975: 1 
2 
3 
4 

1976: 1 

TABLE 1 
United Kingdom: Price, Wage, and Exchange Rate Developments (1965-1976) 

Retail Prices 

Index 
(excluding 
seasonal 
food) 

80.2 
83.2 
85.2 
89.3 
93.9 

100.0 
109.5 
117 .o 
126.7 
147.0 
182.6 

113.9 
115.9 
117 .8 
120.7 

122.2 
125.2 
127.7 
131.8 

137.2 
145.3 
149.4 
156.1 

165.6 
180. 7 
188.7 
195.2 

200.9 

Percentage 
Change 

over Previous 
Period 

(annual rat~) 

4.6 
3.7 
2.4 
4.8 
5.2 
6.5 
9.5 
6.8 
8.3 

16.0 
24.2 

5.8 
7.2 
6.7 

10.2 

5.1 
10.2 
8.2 

13.5 

17 .4 
25.8 
11.8 
19.2 

26.7 
41.8 
18.9 
14.5 

12.2 

Wholesale Prices 
Percentage 

Change 
over Previous 

Period 
Index (annual rate) 

83.3 
85.6 
86.5 
89.9 
93.4 

100.0 
109.0 
114.8 
123.2 
152.0 
188.7 

112. l 
113.5 
115.6 
118.0 

119.5 
120.1 
124.2 
129.1 

138.3 
148.9 
156.1 
164.9 

176.0 
186.3 
193.4 
199.1 

206.8 

3.7 
2.8 
1.1 
3.9 
3.9 
7.1 
9.0 
5.3 
7.3 

23.4 
24.1 

4.8 
5.1 
7.6 
8.6 

5.2 
2.0 

14.4 
16.7 

31. 7 
34.4 
20.8 
25.5 

29.8 
25.5 
16.1 
12.3 

16.4 

Average Earnings 
in Great Britain (SA) 

Percentage 
Change 

Index 

74.1 
79.0 
81.8 
88.2 
95 .2 

106.7 
118.7 
134.1 
152. l 
178.8 
226.5 

126.4 
130.5 
135.0 
141.8 

144.0 
149.6 
154.7 
159.8 

159.11./ 
170. i 
185.5 
200.3 

209.6 
218.l 
234.5 
243.9 

250.8 

over Previous 
Period 

(annual rate) 

7.1 
6.6 
3.6 
7.8 
7.8 

12.l 
11.3 
13.0 
13.4 
17.5 
26.7 

13.3 
13.6 
14.5 
21. 7 

6.4 
16.5 
14.3 
13.9 

-i.11.I 
30. 7 
41.4 
35.9 

19.9 
17. 2 
33.6 
17. 0 

11.8 

Dollar Price of Sterling 
Percentage 

Change 
over Previous 

Period 
Average (annual rate) 

2.80 
2. 79 
2.75 
2.39 
2.39 
2.40 
2.44 
2.50 
2.45 
2.34 
2.22 

2.60 
2.60 
2.45 
2.36 

2.42 
2.53 
2.48 
2.38 

2.28 
2.40. 
2.35 
2.33 

2.39 
2.32 
2.13 
2.04 

2.00 

0.1 
-0.3 
-1.4 

-13.l 
o.o 
o.4 
1. 7 
2.5 

-2.0 
-4.5 
-5.1 

15.8 
0,0 

-21.2 
-13.9 

10.6 
19.5 
-7.7 

-15 .2 

-15.8 
22.8 
-8.l 
-3.4 

10.7 
-11.2 
-28.9 
-15.9 

- 7.6 
jJ The decline in average earnings for the first quarter of 1974 reflects a three-day work week associated 
with a miners' strike. 
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United Kingdom: Retail Prices and Average Earnings, 1971-1975 
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TABLE 2 

United Kingdom: Public Sector Borrowing Requirement arid Related Data (1965-1975) 

Public Sector 

Calendar 
Year 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

Fiscal Years 
(beginning 
April 1) 

1975/76 

1976/77 

Borrowing 
Requirement 
(£Million) 

1,205 

961 

1,862 

1,279 

-466 

-18 

1,371 

2,038 

4,176 

6,356 

10,464 

10,546 

ll,962e 

e = estimate. 

Public 

Nominal 
GDP 

3.4 

2.5 

4.6 

2.9 

-1.0 

-o.o 

2.4 

3.2 

5.8 

7.8 

10.3 

9.7e 

9.5e 

Sector Borrowing Requirement 
as a Percentas;e of: Total Public 
Total Public Total Public Expenditure as a 
Expenditure Sector Revenue Percentage of GDP 

8.5 9.3 39.7 

6.3 6.7 40.3 

10.6 . 11. 9 43.7 

6.7 7.2 44.1 

-2.4 . -2. 3 42.7 

-0.1 -0.1 43.1 

5.6 6.0 43.0 

7. 4 8.0 43.6 

13.0 15.0 44.9 

15.2 17.9 51. 6 

19.4 24.0 53.l 

. "· 

Unemployment 
Rate 

1.4 

1.5 

2.3 

2.4 

2.4 

2.6 

3.4 

3.7 

2.6 

2.6 

4.0 



BOARD OF' GOVERNORS 
Cf'THE 

FEDERAL RESERVE SYSTEM 

Correspondence 

From......._~_C_h_a_r_l_e_s_J~._S_i_e_gm.a~_n_C:~::S:_:S~~~-

Date September 8, 1976 

Subject: Labor Disputes in the 

United Kingdom 

Attached as requested is a note prepared by David Howard 

on the elements of contention in the current labor disputes in the 

United Kingdom. 

Attachment. 
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BOARD CF' GOVERNORS 
01' THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date September 81 1976 

Subject: Labor Disputes in the United 

Fro~tn~~=D=a~v=i=d-=H~·-=H~o~w_a=r~d~~--~~~~ Kingdom 

British Leyland 

During the last several days, British Leyland -- the mostly 

government-owned auto producer -- has suffered several strikes that have 

hindered production, The strikes appear to be unrelated and mostly 

consist of fairly small groups of workers walking out over some grievance 

at various plants (see below for examples), However, the group's 

absence disrupts production and leads to the company's laying-off all 

or most of the rest of the workforce at the particular plant, 
,,,.,.,- __ ' - . 

Exampl~-S-~- · '. · -. 
I~ , _, 

of the reasons given for the strikes are: The dismissal of four : -<. 
·.:. 

shop stewards for holding _an unauthorized meeting; the geographic 
'·:-'~~ 

'•.,_. ____ _.......,..,..,, 

location of a new paint shop; extra sickness benefits; and pay-demands 

in exc~ss of incomes-policy guidelines, lhe strikes have not been 

authorized by union leaders, It is estimated that some 20,000 workers 

in all have been laid off due to the disputes, 

Seamen's Union 

The results of a ballot of the members of the U,K, seamen's 

union were announced on September 6, The membership voted -- by a narrow 

margin -- in favor of industrial action (including the possibility of 

a strike) to support a wage claim that both the government and the Trades 

Union Congress believe to be in violation of the guidelines established 

in the U,K, incomes policy, Qn September 8, the executive council of 

the seamen's union voted unanimously for a national strike to begin at 

midnight on September 11. The strike, involving some 38,000 seamen, 

will probably halt British shipping. 

, 
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GERALD R. FORD LIBRARY 

Thi 3 form marks the file location of i tern number 

as listed on the pink form (GSA Form 7122, Withdrawal Sheet) 

at the front of the folder . 



BOARD OF GOVERNORS 
c.-THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date __ O_c_t_o_b_e_r_2_2-=--, _1_9_7_6_ 

Subject: Speeches by Governor Richardson and 

Chancellor Healey on the U.K. economic 
situation 

You may be interested to note the attached Reuters 

reports on speeches by Governor Richardson and Chancellor Healey 

on the u.K. economic situation and policy. Governor Richardson 

calls for a lower British money supply target and suggests 

consideration of a more rapid reduction in the public sector 

borrowing requirement. He also suggests that the United Kingdom 

should look at the experience of other countries especially that 

of the United States, in formulating monetary targets. 

Chancellor Healey rejected calls for a massive deflation 

of the British economy, but indicated that the United Kingdom may 

need to move more rapidly towards achieving a balanced economy. 

He also ruled out the introduction of generalized import controls, 

but added that the U.K. Government will be watching particular cases 

where it may be necessary to control low cost imports. 

Attachment 

cc: Gov. Wallich 
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:RICHARDSON URGES J LONDON: 
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ARISING FROM THE PUBLIC SECTOR DEFICIT RND 
THEREBY ALSO MODERATE THE RATE OF MONETARY 
EXPANSION. 
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!;•~Flt'"' f'T C T 1·1 I '"H· Pi·' P Q i;::-1 T H01 r: ii I·r F .. ! ,-. p L-1 11 n_i!'.:. , ...... _.1_._l(_,,-\JC..11i.. 1:...~-r i_.;J r1:, 

FINANCING, WITHOUT EXCE~SIYE MONETARY EXPANSION1 
THE PRESENT PUBLIC BORROWING REQUIREMENT. ~ 

11 TW: f:IJF,•r.:q:~JT C:TfiNl:F Cl!=' Mfi'·lFTARu oni T1" 11 
•• 1- - "" • r; ,_ -~ - .. ·' - - - . . . - ,, - .... T I - - ... -· T 

ii ILL w 'r-j \! t:' r·1.11 r- ,_-.,· 1,.1 T T ·1·.1 !. !. -!:. r ,-,, i;• T j .. ii::: TT !":l !:' ,, r I ;1 ... . 
.. 1;. ,._ ... 1.1 •• 11 •. 1_ r __ , l;i!.. _11 ... oc nu. 

BUT IT 15 FAR FRBM COSTLESS AND IF INTEREST 
RH- -, Er C:,. h1 H·- .,. :i r 1-. • 1 r , .. • 1 :- p :. I ,-1 '; r· T ii r 11 • 1 - LL - .. - - 11 •• .:> rd:1 .. l 1"4 J J tit !.Jii r ,_1r: . ._,_ frn iiC. T ~! 1 oi:.Li 11"4 

T!) P_:F_ A t:•r1~1F~·r:Lil r>FTr-R·Pj:f.jT r·1n ... t_!l, ... •-rMr•·r 111,•.ILIJ - 1 u .. _ 1\. - " - r. . _, _,. 1 _ l n •, t .:> 1·1c11 / 1.1 4 T 

NOi·~ SHOIH~JG SIGNS OF RECOVER'/. !l 

··nr:­ri n<l: 

-~--~.-. .................. _ ............... . .... ..._____... ............................ _ . 

22i2 :RICHARDSON URGES 6 LONDON: 

11 nJ -, ni-n r;-·c;r. -·· n ... .,fi __ _ ;.i_ ·:::. ,. H. j c, ,-.• 1 ~ ·!i-. r .• 1 i". ~- 1 L n o " 1-1 .. F T 'i ;-
• · - '··- _!1 •. 1.'-'-- .h \.. he. 

r: ',<. r_: u, .I F 0. i_I F_ ~·. L) r iH t; .H. :-t H-. ! f:' II .) H P. ·; p u-, ? r.! T E f) fl II T I 
I.. -- ,-. C.1. __ . ·-·-T • - ·-1- I i.t - •• • 

ONE WOULD HRVE TO ASK WHETHER THIS IMPACT ON 
J- N fj Ii c; T ~: T 1=1 L" k' i: \ i iil A I i ! A~ Hi: r: F p TA H ! F q 0 l,i H ~TH F ~: ..... L!_., . .i.2 •• s..l~r .. - • · ··- .r---' --- \JI\ ri ,_, ·-·· 

P lj r: L -, l-. I'" f: r. -, lj ~: i:: n !": ~-, r: p i. •.1 r- I"" I: .~ii 11 ,-) ., p T ... c I:• i: -l' l 1' r· r [> 1,:. c. _ . .:::. ,_ t.. '"' r;. ,... ,_. r, r. . ._1 ,,4 , 1 •. .:i .J H L· ._ . ... _ 1~ ,_1 ti !.. r:. ... 1 • __ • c. 

~1·0°~ PfiPI~LU rr ~r T~I 1~D~u1-l't- r"tf1D-i: r_-1·_ .. 0Rr··c:r 
1 .f.. t " ' ~I I .:_\ ._I !i .J. I_ " lt r ,. 1 • I ._ f, ' FOR 
THE ..... r •... ,., r. 11 I ,. I ,.. rn: T " r. 11 '" T i"· j I jl t:.· l- ,-. 'H H- r,'. •·,·. i:: t., k •• 1 . ti 1...1 i"~ !", u Yi :rn ._! I ... N v • ) ! ~ T I . r·. "' . • ~ t _. l..J !1 

C 0 N T i ~W E D . 
r.r:i-l""1PTl.ltr P.n! H"t"li'j:: Dr.. " .. 14 .J. ~ rL.. .~ ._. ,_ nF p~u~c~r~ T~ H-~.~ -· ..• 11!1...'l - -- 1 

ADDITIONAL REASON FOR ASKING WHETHER A QUICKER 

• 

REDUCTION OF PUBLIC B6RROWING WILL NOT BE NEEl>ED, 

HJ:' iC"(l .. :in 1 .. 

"THE BALANCE OF PAYMENTS IS NO DOUBT SET 
TO H1PRDVEi fl DRE ESPEC I ALL 'r1 OVER A SPAN OF 'r'ERRS. 

[·F TT c·r[· 111orr ,.., ~ljr:Tl'j:h ''J:'f'!'.-p: fiF AiVTFP.TT 11 -,.i_., 
: - l'~ i: ~~ t. - I\ c .J N I ,_. :'=. I \"; :... r:. • !..' ,_ j r.: - :... _I - .J. I - • \ ~ T 

GUARANTEE THIS, I BELIEVE WE SHALL HAYE NO 
rHL11c·r ~u·1-, rr H~c·r~~T TT tt ~T~U,..H 0 L1~nN H-[>~ED .,, · · !: ti ,..I , • ..... ,_ !" ! l 1 r=; J. • 1 , , r, _ _ , . L • 

REUTER ---· 

r~··~~,.,:'"',i;~ .. ~;:,.,,, . ..... 
:.rt' • . : .. ~ ::::-....: • ·~-. ,J:I r ~--;.:... ........... =' -~· ,..,,. •• -~ 1.•·· ·• .. . .. !·~f~(' ... 1 ...... 
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. ,. ' ,,. . ......... . -, ~ ... .. ,.. ,. . ~--'.· .. 

,.. 

., . 



J 

.... 

• ... 

·~'-" c.; ? . 'r·.' .,.-__ !-!-. ! ,..t ir' t°' c F" r- T c c..-.t ·-' J - ;.. I.. t• c. ·-· -· Cf~!_LS r:' fi i;:• ~=1 ·H-. ,-
' ...... I ~ tVE 

• • 
DtFLRTlON: 

I 1-j lJ [' ,-, H 
- - !'. J :..fr~ I OCT 21 - UK CHANCELLOR OF THE 

EXCHEQUER DENIS HEALEY REJECTED CALLS FOR A 
t-tRSSIVE [:iEFLAT i ON ~ r rur -~ 11 ·rH rrnunr~u 

I) I 11 C. (')!.{ * l ~ . !: . ., ·- lh.I IT 

WHILE STATING THAT TH c i··-11,,ii::r.:.·r1r·=fEPT h·1· T 1··µ,T i-1.u',Jr,. • , .... .11 ... , ,_ i-. :'L 1 .~ r _ J.; 1. n . -

TO .... -~ ... n-r TPr r---· l'TTil i·1u··T1··H TT ~l·r-.ii;-L' l N c !':'. t ti ~ !: I ri c. .) t-' d: ~l !'·' !. l fl v. I d ... I * !' Lt ., c. ,:) 

Toil'··o-l· c:· rur: . _.~ H 1\ .1 -· n-a_ GORL OF t-f:QNfl.ft-'i - .. - I .. 

IN A SPEECH PREPARED FOR DELIVERY 
r1 · rr··-.--1i-·1 · · ·- -- • 11., ~r- ·,'_.1·T~U'"'t\ .. j BIJ -l1n1i-,-_ L('.~ .. [i T 0 d .J ;) dH:.:. ~ i'! t r~ tHW c H f·4 ~.1:. rC:\ • I, r " -. 

MAYOR O~ LONDON HE RULED OUT GENERALISED 
I M p D.R T (: 0 N T R 0 L 5 8 U T ~rn R r~ E[) T H fl T T H E 
GOVERNMENi iHLL t:ONTiNUE TO HfiTCH FOR CHSES . K· . 
WHERE FURTHER ACTION IS NEEDED TO CONTROL 
L '"1 1.' r· r1 c ... r k1-.1 F' ,.,,. i;:· T ~ U r~ .... __ , I ... , 1,.; r·. _ .. 
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:~ LONDON: 

·r H ,-. c C' I J_•L.. 
- .- ,... 1,• T '. - - r" • p ! r - " .- . IT .- I r. .. - ~ ! - F :. t t. f:. ~ r·rn H r !J i·~ !) H f'! t. i·; H !.. " !Hfr:! ij - OF 

DIRECTION -1 t.·J. r~ n 1\n: ~· r-w1 r. t·l r i: i· n N n 1·1 1 c: pill 1 c" '-' " - f., •• t l- .• 1 - .r - •• - ! . .. • - J. l.t T 
H·-·H r 
. t ti 'I c. 

-AI' ET --· ~ : L i) i U THE CONSE1~UENCES 

OF WHAT THEY RECOMMEND, 
THE OBJECTIVE 

BE THE SPEErdEST 
OF GOVERNMENT POLICY MUST 

RETURN TO FULL EMPLOYMENT, 
BUT THIS C.H- 11 

• !. r~ RND 
Rr·rn 

r-•1-r • .. t1F­.::1~ '.J . H 1 LD - ··L11 IJN T 

IF INFLATION MASTERED .. "-T :\j If 1 !,._,j GO 
HAND-IN-HAND WITH A RET URN TO EQUILIBRIUM 
I •.1· CJ !;!,• ·I T Ci I M / C, r: r: l ,-. t.1' i· r: 1·i r i:;: ,-, !J ¥ i" ::_i T r 1 tr r ,..., I r-1 1. u ''· n ,~ _ D n i'lt, ·-· '- _. r , ri r i 1 c.1~ . .J .• n r:. ~ n i.. • 

I 1·1 Fl C\ P !=' r I~ H 1.J H HY i_<i, tt.·-.· D F_ r.~.· i_I R 1= FF':' F ~_;CF T. 1_r1 .~ .1 - · _c._ 1. .. _.11 _ · ·- ._r:._n __ 

BR I T R I N'' 5 I NT E NT I 0 N T 0 B 0 R R 01i 3. 9 8 I LL I D N 
[L-r ... -- ·· r·H',rr -··T--.- -... ;-· · -1 "'-··-r--1· ........ j\ } f.'. .J !" f.'. !J fl - l N ! !::. i< i·rn I 1 u N H L !'! !j r·H: H K T r u N Li .' 
HEALEY SRID ~ro CUT THE BUDGET DEFICIT BY 
FIVE BILLION STG FOR THE NEXT FINANCIAL YEAR 
<RS SOME COMMENTATORS HAVE SUGGESTED), 
WOULD REQUIRE CUTS IN SOCIAL BENEFITS AND 
SUBSIDIES AND R STUPENDOUS INCREASE iN 
-ii'if " -.: .. HE°H'LE'i' RE~TECTS 1 LONDON: 

H E AL E Y (: 0 NT I N U ED /1 I T _T ·-~ ~·' n T P r1 cc T H-r1 r 
1< - I ._ -'...) .l ,_ l. !::, 

T 0 c L! T E ~ff· HW IT ll RE 0 N I G 0 0 D s H- ~11) .- F w 1•1 -1 ,-. L:' .-
l~ L .) - i. , "'L.. .J 

BY SO MUCH IN 50 SHORT A TIME. 
I THE EFFECT HOIJLf_; RF_ TOI r:l_IT -, wr '"TiH•r 'R!'\. 

- I_, 1:r.. .) fl!'iLJH ,LJ 
OF LIVING BY 50f1E 1_3 C:i:T r,•i;• l'1•,"i1'PE I H-rq;rL· ii 

- I - ·- '' i. ·- ,·, L. ! r; \J C. T 
THROUGH f!N ft.If "Ewer- T •· r --... ~., t:. '1 _•.... ~ !~ r-:'. t I RI L PRICE 5, 
A ND T 0 ... - · 11 - - -~tDl~t UUR NATIONAL OUTPUT BY 
SOME FIVE PCT COM PARED .WITH WHAT IT MIGHT 
HAVE BEEN . 

,,.THIC: rn1n i; HI TP1A 7 j:L'1 H-.t">,~> p1--011c1p.-. -' l - ._. '- !.- - - • - ! • · : I ._ T - . ... l\ Ii n .J 
ONE 1fn LL. i p1 Tfl ,.H,. r •• -. == v .- r,r Tu-• - - -·" .... r· • r:. r.. rrn r, .:i '-' r ; ! t UN E f1PL(I1r' E [;._, 
HE rr.:rr) I'' r-p .... r··r:---

.) Ii~ I.·. . r~ :::. I c: ii Cid:'. UK u NE Np L 0 'i ri ENT 
STOOD fiT i. 46 MLN UNA[),jU5TED OR 6. 2 
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r; ,... y;;r 
~t .n~ WORKING POPULATION. 
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:REPEAT 

0 THE SPONSORES OF THIS POLICY OBVIOUSLY 
iJ,• !:.- ,-.J. :....,-'; c!.: [·.1 -, ·.H· H-. T rH. ,- ti ;:-, ,.., T ,-. : H 1·1 n T u ,, H .. IT! ; • i ,.-. 'r f1· p 1,,1 'H w T r. . . . I i ~ ! ; r :'=. ! ... · c. V4 .; f.. n r . ! !1 !.l • " 1 •• '. 1 I l 

T H;. E u ·-~· F i='... H .. ' F ·1 c; r: H-. I R i= r: -! T T i iD i:: , 11 Wt .. H- L r './ <:i q I f> T - t~. -\.0!- .. a- ... -·--'-· .t. C.. -f1L:. 

I ~iONDER µ n H M H '·J 'i 11 FR i:- .... I ilf4 I ft HT Pi:: ·n'"'.'L L 'r' ,,_,, .... !.. n-·· ... 1 - I "'-

COULD HAPPEN WITHOUT WIDE-
•: P 9 E H- rl ji.' f i I j r T i! I A I 
-'. 1-. l· ~I~-.· '- ;) . f\ 1. =- r1 '\' ,- i:i I p T : f' =; ·n-, i.1,l !..i.-' r!.l· rC'. t- ~-·',' Q 'L. f_! ·_:.: -1 n ,f~. ·' >•i::.1 i'.!...· .. ,1._lg_. !I I -

H- ~) H- ~~L· LH-p~c IN l.L .... 1.: '· _.._ .. CONFIDENCE THROUGHOUT THE 
ECONOMY JUST AT THE MO~ENT -_,-I i \ r::rG-1 tJr·r1 ·~· ... -- oC. •.. !.U 

Tri P.',...\/T\IF I.! .\t _'/_. OUR PROBLEMS ARE SERIOUS ENOUGH 
l.llT'·li·1- -·1-H r-L,. '"-L 1 r.-Er· l 1 r11~·r-v1 H iJ u I '.:I t c 1 .J t r - ! r!!· ! '-· I L·1 .'~ LI - I~ v ~ . 

"WE MAY STILL HAVE TO INCREASE THE SPEED 
WITH WHICH WE MOVE TOWARDS OUR GOAL COF BALANCE 
IN THE ECONOMY>. BUT WE CANNOT HOPE TO MAKE THE 
f) I C r T. r. ii I T H- L"; i!i c; T ~i r l.JT ~ T H "1 c; '''! ~ ',.1 ii!= f.;!J I P i= !i t.i. LE~'"_-, _ 1 r--"- , ti __ .11-.1.1_ .. _ 1 I!• "-·· "- - _, 

'·J E L-: n H f"i ,..: I t-' -, n'"' I >J T 11 F q p.F• fi P T H- 'F> W1 r> F R ·~ T H- N D I t~ G P. n ... n .~ 1. n ___ 1 r ... , 1. .. -""- . .., .. 

n c T ll n s E {.j H it Fi r: T LI H- L i II p •: n f) Ii f.' E ii II R r.i H'" T I r1 ·~ ,. ~ _r n .... 1.: ·-·. _r .r:. ___ .., __ , ' '-'I. -

'iFH·- LT!-1 Ii 11.- .d H c fi L F V ~ Hr i f) 
i_. - , - . L - • 

MORE 

~l t' i' 'I n ·41~!~ 
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Tl! E r:.1· n, v 't. ~.· ~J "',· r.1J-1 .. , . .-::, r.: EH-. f.'.• 11 r·1·1 t:t H~ vi: II H .-. -I E \!ED n U\.: i r:.1:r.t...,-i:. __ !\ ... r _ l, ,,,_ ~:~ .n / ,.,, 

ADJUSTMENTS ARE NECESSARY TO ENSURE STEADY AND 
SUTAINED PROGRESS TOWARDS 
HEALEY SAID. 

H .. ,.. pi1If.'Tt~l.1 fll!T ;i·rn;•i:;pr .c: \; -~ - 1.;_, ...... c 
"TH1--P. f'li11'1.1rc•" 1:.-c t!P ·r c·H·' 4P' IJ I - .... .... \.! .J !~ . r .. l :;) r, ii l . : I: ... c. 

iHF RH-'i .-.;·r·E . ___ tirL. .. IT SEEKS, 

P'l H~N~l~l.i1 ~n l~~RrH·rc _ 1 •. 1. _ .~ n _ _ 1L •. c .J 1-. 

·. 

. 
' 

I !.i -, ilrT~ CaiiKL. Ti' F1,'p••;.1r,r ... 1 llP' 1111i:R THJ:" 
.. 1 nr..1.r-. 1 u .. _.., -" c..~ • ..1! ._i..c. ._v,_ .. 1 . .... 

YEARS AND ARE AGT0RLLY CUTTING IT IN 
NE~:T ~ \ l{R£E" 
REfiL TERMS , . 

NE}<T ~'EAR. 

"THE NEW TECHNIQUES WE HAYE ADOPTED FOR 
E•·11 c_,LIR I t.i. Li-. THf' T r \'PE u r· ... T'' r. r i.,. - •Jr 1.1 I TH·•· TH,.. 1 .. • 1 . r. i-. 1~ J l . t1 r.. !:. .J I H ·r .J ~'l 1 11~ . t 

LIMITS SET HILL, I BELIEVE..· PROVE MORE EFFECT-
! \J F T H R •.J T H T ti L-: n I! ~J T P I! H CJ c; 'J c -, I/ '·in ',. ;J T .. T H. rr1"-~ - .I.. -- --J. .. ,T li- 1L rd .• !11 .• 

fl ~4 L r; f' H- I -!. \..!..., .... ALREADY HAD THE MOST DRAMATIC EFFECT 
'0 l!TH.''1~·TT!i EVPE 11 !>T-1 ilP-t: .- · HiT 1!F~TP Tnl'·t- ~,,1,n_o;T_, fl .. 11.!f..- T ''· fL _ -" ,.- fl_1-.. u "' 

REFRACTORY OF ALL AREAS OF PUBLIC SPENDING. " 
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BRITAIN CANNOT AFFORD 
GROWTH -ON RN INCREAS~ IN 
HEALE'r1 SAID. 

BfiSE .iT 

TO BASE ITS ECONDMIC 
DOMESTIC CONSUMPTION, 

iMPDRT 
INVESTMENT-. UNTIL ~iE "R"i=' r! .. '{ -

. • 

EL IHI NAT El> THE DEF IC !:T 0 N 0 IJ R 8 AL A ti CE 0 F PR 'r' NE NT 5 

11-
p~ c. r: ... 1.1 • ti .4 AFFOR(; NO -l f . .1 L-. i;i r H .. .::: i­

~ ·hC. _.c. IN PUBL IC OR PRIVATE 
rpr\I[· .. fil"· 
:J. trt 'i rn. 

II OH THC' L-. ii 1.1-1 !j ,., I": II I -1'·.·'11 "1'4,· I.~ 
I I L.. .... ! ~ , ... !1 r:. T • - < ... 

HAVE TO i 11 F t,.. j: p ,., c 111::· T I' [' i.) r:, !-.;," '1_ I_ 
:) •· .... h n 1 :-· ;-.. , H .... .... , , 

ST AND ARD 5 ~!I LL 
8 EF 0 RE \·i E RR E. ...- - I 11 

PAV I NG OUR WRV IN tHE WORLD ONCE HE SA H>. 

MORE 

7 LONDON: 

1i·-1t'.-,;ILC'_ TH· .... _ - -p-,.,· .. ·-t·-4 I I- !j !J •i ):. f.'. N f'1 t ;'~ I ~JILL RESIST Tnr nc. 
Tf;i·pni;:T ! I I .ol\ TEMPTATION TO INTRODUCE 

r·ni.iTRftL~ Hi=···L1:.- 11 nnp; 7 :r·, ·-· -· :~ . -~ tJ ... , 1. .- n r r '"' . ..l ~~ ' r. ;.· OUT THAT IT HAS 
NEGOTIATED VOLUNTARY RESTRAINTS ON LOW 
IMPORTS WHICH THREATENED PARTICULAR 
SECTORS ni: ._.; 

HHS 
IHPORT 

SHALL 

T F-J f:1 ! i ·~ i v 1t' i:i WL> ' .... - .. - . I\ '' z1t • 

j M p ij'\ f: ·Lri Tl C <,~ i) iij !;:: "ti V II -··· __ .... L..111 \Jh ,f,,J 

Tu ~i H .... , i:H 
• • • - I 

~lHERE 
r;-1 r-r·TI"'"' .JC.L t1J I 'It 

rqr. ; ... H·rrr rur; ._. _:1c..J COiHI NUE 
RCTiON IS ~rnE~'.E FURTHER NEEDED RND 

FROM CLOSER CONTACT WITH 
~JILL 

BENEFIT R"'1T !I ... lJ n 
SIDES OF INDUSTRY 
CHANCELLOR SR H). 
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