
Grahame Thompson 

* 
CROOM HELM 

London • Sydney • Dover, New Hampshire 



CONTENTS 

List of Tables and Figures 
Acknowledgements 

1. INTRODUCTION 1 

2. THE 'MEDIUM TERM FINANCIAL STRATEGY' 
AND MACRO-ECONOMIC REGULATION 10 

Introduction i 10 
The Money Supply and the PSBR 11 
Controlling the Money Supply and the 

PSBR 15 
The MTFS: An Assessment 22 
Conclusions 31 
Appendix; The UK and the EEC Budget 

Problem 36 

3- THE EXCHANGE RATE, MARKETS AND 
UNCERTAINTY 11 

Introduction 41 
The Exchange Rate and Future Markets 15 
The LDC Debt Problems 51 
The Role of Rational Expectations and 

Markets 62 
Leave it to the Market 68 
Developments in the Capital Markets 71 
Conclusions 73 
Appendix: Rational Expectations: A More 

Formal Exposition 75 

1. THE SUPPLY-SIDE WITHIN A MACRO-FRAMEWORK 81 

Introduction 81 



Contents 

The Supply-Side Position - An Initial 
Specification 82 

Theoretical Arguments Around the Supply^ 
Side Position 84 

A Macro-Economic Framework for Supply-
Side Adjustments 89 

A Problem of Incentives 96 
Conclusions 100 
Appendix: Constructing the Aggregate 

Supply Function 102 

5. TRADE AND COMPETITION POLICY 109 

Introduction 109 
Trade Policy in the International Arena 110 
Competition Policy in the Domestic Arena 120 
'Privatizing' the Social Services and 

the National Health Service 125 
The Trade Unions 134 
Conclusions 137 

6. TAXATION AND PERSONAL INCENTIVES 141 

Introduction 141 
Taxation and the Household Sector 142 
The UK 'Laffer Curve'? 156 
A 'Negative' Income Tax? 160 
Conclusions 164 

7. INDUSTRIAL POLICY AND DE-NATIONALIZATION 169 

Introduction 169 
What has happened to Public Support for 

Industry 170 
The 1984 Budget - Its Rationale 175 
The New Technology 185 
Other Industrial Sectors 191 
De-nationalization : 195 
Other Discretionary Support 202 
Employment Support 203 
Conclusions 206 

8. CONCLUSIONS 211 

POSTSCRIPT 216 

INDEX 221 


