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Thank you for sending me a copy of your minute of 18 March to the
Prime Minister.

Guidelines for the 1987 Survey

1 T amay say so, I think the Guidelines you propose succeed
admirably in carrying forward our wider objectives for public
expenditure in the coming Survey. My only caveat is to echo the
point made by Malcolm Rifkind, Geoffrey Howe and others about the
relationship between the central pay settlement, gross running
costs, and the attainment of policy objectives. Like
colleagues, I will have problems in delivering targets which
would otherwise be reasonable if there is a discrepancy between
my assumptions for growth in business, pay levels, and
productivity. I will ensure that the papers prepared for the
Survey identify objectives which are particularly at risk.

Copies to Cabinet colleagues, Richard Luce and Sir Robert

Armstrong.
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