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Simon Hughes on the
Heseltine plan for coal -

“No strategy and
no commitment”

Simon Hughes, our Energy Spokesperson, attacked the Government's
White Paper on energy as a complete cop-out. Speaking ata TUC rally
and later in the House of Commons, he said that the white paper was
without strategy, without imagination and without commitment.

This is an extract from Simon's speech in the chamber. On pagethree
wehave compared the Government's white paper, the Select Committee
report and our own paper: Power For The People. -

Mr Simon Hughes (Southwark and Bermondsey): Will the Secretary of State explain
how it is possible to make a decision about the future of the coal industry in isolation? He
has agreed, in the White Paper, to bring forward the nuclear review, but that will not be until
later this year. A decision on renewables will take place later this year. The planning
guidance in opencast mining will be issued, presumably, later this year - there is interim
guidance already. The decisions about orimulsion by Her Majesty's inspectorate of
pollution will not be made until later this year. The Secretary of State gives the impression
that he is trying to buy a few votes to get him over the hurdle of back-bench opposition
tonight. The strategic decisions about Britain's energy policy will be put off into the future
when, one by one, each industry will have a decision taken separately. He will have washed
his hands of the coal industry by selling it off.

All twenty Liberal Democrat MPs, from Alton to Wallace, were
‘pesent to vote aainst the Government's plans for the coal industry. Four
‘Conservatives votes against the Government: Richard Alexander, Bill
Cash, Elizabeth Peacock and Nick Winterton. There were three known
abstentions: Winston Churchill, Patrick Cormack and Stephen Day.

Unfortunately that was the limit of the Tory rebellion and the
Government also had the co-operation of the Ulster Unionists.
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On Friday 19th March the House of Commons debated the state of the tourism
industry in the UK. Tourism is vitally important to the UK economy. It contributes
£25million to the economy annually and employs more people than the construction

industry or health services.

However the industry is facing many problems and Liberal Democrat spokesman,
Paul Tyler MP (North Cornwall), raised these issues in the debate.

He pointed out that the strength of the industry is falling. In 1989, tourism
contributed 4 per cent of GDP (Gross Domestic Product) but the latest figures show
that it has now slipped to 3.4 per cent. Paul Tyler set out three structural factors that

have caused this slip.
VAT Anomalies

In this country hoteliers suffer a
disadvantage caused by Britain's unfair

VAT regime. Hotel bills across the -

Community have VAT applied at different
rates. For example in Greece it is 8 per
cent,inSpainitis 6 percentandinFrance,
our nearest competitor, it is only 5.5 per
cent. In Britain, hotel bills attract VAT at
17.5 per cent.

This is unfair and the situation will be
worse when the channel tunnel is open
next year; increasing competition from
French holiday destinations. British
ministers should be fighting in Brussels
for changes to the VAT rates.

Health & Safety Regulations

There are also huge discrepancies in
the application of fire, health, food and
hygiene regulations across the
Community. Some of the regulations are
also impractical and costly. What the
industry needs is realistic standards
applied equally across the EC.

Uniform Business Rates

The third structural problem with the
Tourism industry is entirely home-grown.
Tourism is different from most other
businesses in that it is entirely cyclical.
Unfortunately thisis not recognised when
collecting the UBR. A business that is
effectively open for four months of the
years - perhaps only for six weeks - pays
the UBR onavaluation that takes account
of a full 12 months’ operation. This is
clearlyunfairand the Governmentshould
take action.

Action on these three issues would
give a huge boost to Britain’s tourism
industry. Paul Tyleralsoraised some other
issues during the debate. He pointed out
that since privatisation some areas that
rely heavily on tourism are affected by
disproportionately high water charges.

For example, in the South West of
England, 2 per cent of the population are
now paying for 10 per cent of the coastline
tobe cleanedup. The resulthasbeena 16
per cent rise in prices with the prospect of
them doubling by the end of the decade.

Another potential threat is posed by
Rail privatisation. There are two issues
here. Firstly, itisunclearwhat willhappen
torail passes fortourists. In 1991-2, 100,000
British Rail passes were sold
internationally. Will the private sector
continue with this? The second issue is
that of the lines to the tourist resorts. Will
through services to destinations such as
Newquay and Blackpool remain
available?

Paul also raised the issue of
Government spending on tourism
promotion. The industry in England
receives a lot less than the rest of the UK.
The expenditure per head of population
18:

Northern Ireland £6.26
Wales £5.06
Scotland £3.20
England £0.42.

While we don’tbelieve that the figures
should necessarily be equal, we dobelieve
that the current difference is too great.
The Government obviously believes that
the opposite is true because the difference
is actually planned to get worse! By 1995/
96 the figures will be:

Northern Ireland £8.60
Wales £5.39
Scotland £3.14
England £0.21

Increased support for Tourism would
help with some of the worst

unemployment blackspots. Of the top 20
blackspots in England, identified by the
Department of Employment, 11 are in
areas that predominantly rely on the
holiday industry.

Campaigning

on Tourism

If you are in an area that relies
heavily on tourism then you should
be campaigning on this issue.

Use the points raised in this article,
particularly the three structural
problems that Paul has raised.

You should use press releases and
articles in your leaflets to call on the
Government for action on these
problems. Challenge your MP to back
your campaign.

You should also consider writing
to all those involved in the holiday
business. You could produce a special
leaflet and a covering letter.

In the covering letter you should
introduce yourself and explain that
you recognise how important tourism
is to the local economy.

Point out that it is the Liberal
Democrats who are pressing the
Government for changestohelpthem.
Ask them for their own views.

You can use the material in this
article to write the leaflet. You should
also do some local research. Find out
if your district or county council has
done any research on tourism and the
local economy.

If you would like a copy of the
whole debate, write to David Loxton
at the Liberal Democrat Whip’s Office,
House of Commons, London SW1A
0AA.

You will also have to do a bit of
research on who to send your letters
and leaflets to. Use local directories
and telephone books to find names
and addresses of all those in your
local holiday industry: hoteliers,
restauranteurs, holiday park owners,
amusement facility owners and other
traders. Try your local Chamber of
Commerce for more information.




The Econor;\y Made Simple - Part 2

Macroeconomic policy

In the last mailing, we looked at
the difference between
macroeconomic and
microecomomic policy. We saw that
macroeconomic policy issues
included things like exchange rate
policy and the public sector
borrowing requirement, the “large”,

“demand-side” issues, which affect
" the whole economy, relatively

quickly. This week we look more

closely at macroeconomic policy.
Monetary and Fiscal Policy

Macroeconomic policy has two
sides - monetary and fiscal policy.

Monetary policy involves issues

like the exchange rate, interest rates,
the money supply, creditand central
banks. In recent years debates over

monetary policy have included -

whether or not Britain should be in
the exchange rate mechanism and
have fixed exchange rates, whether
or not Britain’s central bank should
be independent, and whether or not
Europe should form a currency
union, with one currency, one
interest rate and one central bank in
charge.

Fiscal policy involves issues like
the level of public expenditure, the
level of taxation, the public sector
borrowing requirement and the
national debt. In recent years the
debates over fiscal policy have
included whether or not the level of
taxation should always fall, what
proportion of Britain's national
income should be spent by
Government, and whether or not
public borrowing should be cut.

However, it would be wrong to
see fiscal policy and monetary policy
issues totally separately. The
Conservative Governmentargued in
the 1980s that fiscal policy could be
separated in some way from
monetary policy, and that fiscal policy
should be set for “the medium term”,
with its primary function to be ever

lower taxes,*a shrinking amount of
public expenditure as a percentage
of national income and a balanced
budget over the economic cycle.

Monetary policy in the meantime
was given the job of looking after the
overall state of demand in the
economy. The fallacy of this
separation was shown most vividly
in the 1988 budget: despite the fact
that monetary policy was allowing
the economy to grow quickly (low
interest rates, rapid growth in the
money supply), Nigel Lawson cut
taxes, thus allowing fiscal policy to
reinforce the effects of monetary
policy: he said this would make no
difference because fiscal policy only
affected the economy over a period
of years!

Liberal Democrats - and most
economists - think that fiscal and
monetary policy should always be
considered together.

Changing Policy

Changes in fiscal or monetary
policy are referred to in the jargon as
“tightening” or “loosening” of policy.
Thus, when interest rates are cut,
newspapers refer to a “loosening of
monetary policy”. When taxes rise,
newspapers mighttalk ofa “tightening
of fiscal policy”.

In the ERM, when interest rates
have to be kept at levels above
German interest rates whatever the
level of one’s currency (see next
column), Britain had a “tight monetary
policy” of high interest rates and a
“loose fiscal policy” of a growing
publicsectorborrowing requirement.
Since leaving the ERM,
Government has reversed this duo -
in the jargon, “changed the policy
mix”. The mixture is now of tighter
fiscal and looser monetary policies.

So one key macroeconomic
question is deciding what “mix” of
monetary and fiscal policies are
appropriate for achieving your
economic objectives.

the-

However, different people at
different times have not only had
varyingeconomic objectives, butalso
different views about the relative
power of monetary and fiscal policy
to achieve any particular objective.

- Some people wrongly think that
“Keynesians” believe thatfiscal policy
is the most effective, while

- “Monetarists” believe that monetary

policy is more effective. This isa vast
oversimplification because most
schools of economic thought think
that different mixes of fiscal and
monetary policy are appropriate in
different economic situations. For
example, the Chancellor’s new
advisory panel contains a mixture of
monetarists and Keynesians, and they
all, bar one, argued against tax
increases for this coming year. There
is no “unique” setting of fiscal and
monetary policy which is always
right, and no unique approach to
setting the mixture of policy which
economics says is “right”.

Atthe moment, Liberal Democrats
have argued that the “loosening” of
monetary policy since Black
Wednesday will be insufficient by
itselfto getthe economy going. When
confidence is so low and debts so
high, a loose monetary policy will
take some time to be effective. There
ought to be some fiscal stimulus as
well because the economy is in such
adire state. We have therefore argued
for higher public investment, funded
by borrowing.

However, because high public
borrowing cannot continue
indefinitely, we have said that the
investment must be temporary and
targeted, and that in future years the
Chancellor should be prepared to
raise taxes. In the 1993 budget, the
Chancellor did at least delay the tax
increases - the “fiscal tightening” -
but there was no additional fiscal
stimulus to back-up monetary policy,
and his tax increases in future years
fall far too heavily on the poorer
sections in society.







