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Editorial note:

1.Document 1 in the list of file contents
("Chronicle of Events, 1 — 4 March") is
missing from the file, sadly.

2.Cabinet minutes have been added to this
file from CAB128/53.

Editor, margaretthatcher.org
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ISSUED BY THE LABOUR PARTY INFORMATION DEPARTMENT
TRANSPORT HOUSE - LONDON SW1P 3JA - 01-834 9434
DIRECTOR OF INFORMATION: PERCY CLARK

Mr, Wilson mat his senior Parliamentary colleagues this
afternoon,

They agreed that the nation's paramount need is the immediate
formation of a Government which is prepared to deal decisively

with the economic .and industrial crisis facing the nation,

The Conservative Government asked for an increased majorify
to continue their present policies. The electorate rejected
their appeal,

The Conservative Government now lacks the authority to give
the lead tha country is seeking.

The meeting was unanimous that urgent action should be taken
to ensure that Britain has a cohesive Government to deal with
the crisis.

In these circumstances, the Labour Party is prepared to fomm
a Government and to submit its progracme for the endorsement of

Parliasment,

NOTE FOi LTORS

Fourteen of the eighteen Parlicmentary members of the former
elected Shadow Cabinat were present, Those not able to be
present were contacted by telephone and endorsed the conclusions
of tha meating.
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CABINET

CONC LUSIONS of a Mesting of the Cabinet
held at 10 Downicg Street on

FRIDAY 1 MARCH 1974

at 5.45 pm
FPEESENT
The Bt Hon Edward Heath MP
Prime Minister

The Rt Hon 5ir Alec Douglas=Home MFP  The Rt Hon Lord Hailsham of S5t Marylebone
Gecretary of State for Foreign and Lord Chancellor
Commonweglth Affalras ;
The Rt Anthony Barber MP Thes Rt Hoa Lord Carrington
Chancellor of the Exchequer Secretary of State for Energy
The Rt Hon Robert Carr MP Tha Rt Hoo James Prior MP
Secratary of State for the Homae Lord President of the Council
Departrment
The Rt Hon Sir Keith Joseph MP The Kt Hoo Geofirey Rippon QC MP
Sscratary of State for Social Services Secretary of Siate for the Envirenmant

_ The Rt Hon Margaret Thatcher MP The Rt Hon Poter Walker MP
Secretary of State for Edueation and Secretary of State for Trade and Iadastry
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CABINET

CONFIDENTIAL ANNEX
CM(T4) 9th Conclusions

Friday 1 March 1974 at 5,45 pm

THE PRIME MINISTER sald that the resclt of the General Elwction
was disappointing for the Government and slso confusing to
interpret, Although a pumbar of results were stll cutstandieg

It was clear that no one Party would be able o command an overall
majority. The Labour Party could not get more than 3¢] seats and
the Conservatives might obtain as many as 299: and it waa
difficult to forecast where the Liberals and other amall Parties
winld stand in such a pituation, Indeed the position was one without
precedent b recent times. The Government seemed to have thres
courees open U6 it. The first would be for him to advise The Cuean
that she should send for Mr Wilson as the probable lsader of the
largest singls Party even though he would be able to form only a
minority Government: and the Labour Party had indesd iscued a
statemnment Indicating its readiness to attempt this task, The second
tﬁrnmlmtuﬁnmmmutmq-rdmlummm
to face Parllament and soo whothor it could command support for
ita programme. The third course was 1o try and arrange support
from the smaller Parties for a programmas Jesigeed to deal with the
nation's immediate difficultios. 5o far as this last couree was
concarned, support {rom the Ulster Unionists must be regarded as
unrelisghls, although they might declds to support the Goveramaent
without trying to insist on any deal, which would be unaceeptable,
over the Northern Ireland Assembly or Executive, An altornative
basls of support would be to consilt tha Liberal Party as to their
willingness elther to enter & coalition or to support the Covernment
hhlnﬂh-nniﬂlﬁwm He would welcome the
it was necessary to cavefully whether in a altustion where
he two maln Partine #o closs, where the Conservative Party
A votos had alens been cast for the Liberal Party, the !
£ him to attempt the formation of a right-centre coalitions
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Hhﬂmhhﬁmmﬂﬂﬂlhrhﬂmlﬁwli% and
the latter favoured an approack to the Liberals, This would
however iovolve taking the latter into full confidence about the
sconomic situation. A forther complication was that the Govermmaent
did not yet know what the Pay Board would recommend for the
miners or whether the latter would aceept it and agree Lo relurn to
work under a Conservative-Liberal coalition: the likelibood wad
howaver that the recommendations would be generous and would be
accepted irrespective of the Governmaent In power,

In discussion it was atgoed that, although the Gowernment had not
obtalned the strong mandate which it had sought, there was a large
anti=Sociallist majority which supported both an Incomes pollcy a=sd
Britain's continued memborehip of the European Community, This
majority could form the basis of a Conservative-Liboral coaliton
which would unite the moderates in the country. It was alsc
arguable that the public opinion polls had encouraged many
traditional Conservative voters to feal that they could safely vote
Liberal boacause of doubts about some aspects of the Government's
palicy bat still seo the roturs of a Conservative Government. The
response of the Liberals was difficult to predict. They might well
dempand too high a price in terms of electoral reform: on the other
hand they would be unlikely to want to face another General Elocticn
at sn early date and might therefore be inclined to reach an
accommodation, From the Conservative Party's own point of view
there weore also argursents both for secking an accommodation and
for accepting without delay the copssquences of not having obtained
an overall majerity. If they went needlessly out of cffice, a Labour
Gowvernment would atiribute the economie situation to Conservative
mistakes and, with the later benefit of North Sea oll, might remain
in power for a vory loag period, On the other hand if & coalition
was formed with the Liberals, thoss traditional Conservative
mapporters who had voted Liberal on this oceasion might never
return to their former alloglance,

In further discussion there was much support for the view that the
Likerals held the key to the situation and that thoy should be forced
to show whethar they wished to keep in power a Conservative or a
Labour Government. It would clearly be wrong for the Conservative
Party to hang on 1o power at the expense of its principles: but the

accommodation with the Libarals

hem tp m e way or the othor: and Uf they refused
He :ﬁ%rﬂnmﬁnhﬂrﬂ 4
il y to roturn to their former allogiance at the l

|
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THE FRIME MINISTER, summing up the discussicn, said that the
goneral viow of the Cabinet was that ho should consult the Leader
of the Liberal Party about the chances of a coalition or an
arrangement whoroby the Liberals would support an agreed
prégramme to deal with the immediate sltuation, The object would
not be to do the best possible deal with the Liberals but to force
them to show their hand and to discover the sort of programmae
which they would support. In the present sltuation where no Party
would command an overall majority the Government had olther to
ba rejoacted by the Hoose of Commons or by the Liberal Party and
thare was cvery reanon to canvass the posaibility of an anti-
Socialist coalition. His approach to Mr Thorpe would hewever be
without commitment, and membeors of the Cablnet should remain in
London over the weekond so that he could consult them further aa
the situation developed. In the menntime no indicatics ahould be
glven to the Press of the Government's intentions, He would be
having an Audlence of The Qeoen immodiately after their mecting
and a Presas statement would say simply that he was going to report
to her on the situston,

The Cabinet =

Took note, with approval, of the Prime Minlster's
saumming up of thedr discunsion,

Cabinet Office

4 March 1974
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POINTS FOR TALK WITH MR. THORPE

Neither major party can command an overall majority in
the House of Commons.

But:

(1) the number of votes cast for Conservative candidates
excecded the number cast for Labour candidates;

(2) nearly 6 million votes were cast for Liberal candidates,
and therefore presumably against the idea of a Socialist
Government ;

(3) therefore a substantial anti-Socialist majority of
votes cast:

{(4) there are seven Ulster Unionist members who will receive
the Conservative whip: if you add these to the Conservative
members from Great Britain, those who take the Conservative
Whip outnumber (by 303 to 301) the number taking the Labour
Whip; and even if you do not ldrdtﬂ%m“the numbers, the
assumption must be that they will not vote against the
Government on non-Ulster issues;

(5) Mr. Wilson hns made it clear that the Labour Party i not
interested in any form of coalition or understanding with
other groups represented in Parliament.

In this situation the Prime Minister has a duty to undertake
copsultations to see whether he could form an administration
which would represent the majority of non-Socialist voters and
could count on a sufficient degree of support in the house of
Commons to enable the Queen's Government to be carried on and to
take the necessary economic measures.
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Whatever differences there may be between the Conservative
and Liberal programmes, the two parties are in agreement on 1wo
major principles of policy:

(1) commitment to membership of the European community;

(2) commitment to a policy for countering inflation which
deals with pay as well as with prices.

The Prime Minister believes that it would be possible for
him to agree with Mr. Thorpe on a programme for inclusion in &
Queen's Speech the week after next which the Liberal Party could
support.

The Prime Minister thinks that in the present circumstances
it is in the national interest that he and Mr. Thorpe should
consider seriously and positively whether this is possible.

Basis of support

This could be either an understanding with the Liberal Party
to support the Government on mMeasures within a programme to be
agreed, but without formal participation in Government; or formal
participation of Liberals in Government, with a seat in the Cabinet
for Mr. Thorpe and one (? or two) other Ministerial appointments
for Liberals. / Possibly two Cabinet appointments * 7

Prepared to contemplate either basis.
No question of change of leadership. Mr. Heath elected as
Lender by the Conservative Party, and the Party would not

countenance any arrangement under which some one ¢lse than the
elected Leader was Prime Minister.

Moasures

1. Miners' pay.
Relativities Report now submitted; published on Monday .

Seck sotllement on basis of recosmendatllons.
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11.

13.

Economic measures: the Budget (necessary measures, but
fairly shared in relation to ability to pay).

Commitment to explore with employers and unions a voluntary
pay and prices policy; failing that, use of existing
machinery to maintain strict control of prices and fair
control of pay.

Amend Industrial Relations Act.

Increased worker participation in industry.

Six-monthly pensions upratings.

Support for new constitutional arrangements in Northern Ireland.

Improve energy supplies (particularly North Sea 0il);
encourage consumer cooperation and arrangements between
consumers and producers.

Third World policies.

Eurcpe: no renegotiation, but changes in CAP and institutions.
/[~ No immediate commitment on direct elections. /|

High level inquiry on need for and possible form of changes
in electoral arrangements.

Proposals on Kilbrandon.
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As you suggested I read Mr. West's telegram to the
Secretary of State for Northern Ireland, and suggested that
he might wish to advise the Prime Minister about it.

After discussing this with Frank Cooper, he suggested
that there would be great dangers in a meeting with Messrs. West,
Paisley and Craig, but that it would be quite natural to have
a meeting with West as Leader of the Unionist Party. Unfortunately
in the telegram West refers to the United Ulster Unionist members,
and the Secretary of State suspects that he would try to bring
Paisley and Craig with him. The Secretary of State suggested
therefore that the best response might be a telephone call from you
or me to Mr. West, asking what he had in mind. ¥as he proposing
to fly over to London? And, if so, when? Would he be coming
alone? If Mr. West then said that he was hoping to bring his
colleagues, it should be implied that this would not be very welcome.
This could be done by remarking that the telegram had been signed
by Mr. West alone; that he is Chairman of the Ulster Unionists;
and that this would provide the most natural basis for a meeting.
The aim would be either to agree that Mr. West would come by
himself or to leave him with the thought that, while any request
to bring Messrs. Craig and Paisley would be reported to the Prime
Minister, this would make a meeting very much more difficult.
It would be left open whether the meeting would be with the Prime
Minister, the Secretary of State or the Chief Whip: this would
depend to some extent whether Mr. West was intending to fly over
to London.

When the results of this probing call were available,
the Secretary of State could then advise further. When a
decision had been taken, he would like to tell Mr. Brian Faulkner
what was proposed.

FERS

—

2 March 1074




The Rt. Hon. Jeremy Thorpe MP came to se¢e the Prime Minister,
at the Prime Minister's request, at 10 Downing Street on Saturday
2 March 1974 at 4.00 p.m. Mr. R.T. Armstrong was also present.

NOTE FOR THE RECORD

2. The Prime Minister opened by welcoming Mr. Thorpe for an
exchange of views on the political situation as a result of the
General Election. The result of the election had been
extraordinary. As in 1923 and 1828, neither of the two major
parties could command an overall majority in the new House of

Commons. But the situation was very different from that in 1923
or 1929, On both those occasions, though neither Conservative
nor Labour had enjoyed an overall majority, there was &
significant difference between them in the number of seats held
{(in 1923 in favour of the Conservatives, in 1929 in favour of
Labour); and on those occasions the Liberals held a considerably
larger number of seats than now. In the House of Commons just
elected, each of the two main parties would hold almost exactly

the same number of seats. Though the Conservative Party would
hold five fewer seats than the Labour Party, the Conservative Party
had polled a larger number of votes. The Liberal Party had

polled nearly six million votes, though it would have only fourteen
seats in Parliament. There was thus a substantial majority of
voters who must be presumed not to want a Socialist Government.

3. In this situation his overriding duty and concern, as
incumbent Prime Minister, was to decide and do what was in the
national interest. The essential and urgent need was that an
administration should be formed which would have sufficient support
in the new House of Commons and would be sufficiently stable to
carry on The Queen's Government, to take the measures required to
deal with the economic crisis - which would be unpleasant but
must be fair as well as effective = and to command the confidence
overseas which would be necessary if the balance of payments
deficit was to be financed and a reasonable rate of exchange for
sterling maintained.
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4. Mr. Wilson had issued a statement making it clear that he
was prepared to form & minority Labour Government but not to enter
into any coalition or understanding with other parties in the House.

5. It was therefore the duty of Mr. Heath to see whather a
basis existed for some kind of arrangement between the
Conservative and Liberal parties which would enable government Lo
be undertaken on the basis of a Right-Centre programme. The
programmes of the Conservative and Liberal parties differed in a
number of respects, and any arrangement would involve decisions on
sither side to postpone policies which in other circumstances they
would have wanted to carry out but which did not have immediate
priority in relation to the overriding requirements of the economic
situation. But in two major respects the policies of the two
parties were both alike and both different from those of the
Labour Party: both were committed to British membership of the
Eurcopean Community, subject to changes and improvements in
Community arrangements where these could be agreed but not subject
to any renegotiation of the terms of British entry; and both were
committed under present circumstances to a policy for dealing

with inflation which dealt with pay as well as prices with
statutory backing. The Prime Minister believed that it would be
possible to construct a programme for The Queen's Speech on the
Opening of Parliament which both parties could support.

6. As to the nature of any arrangement between the two parties,

it was necessary to judge what arrangement would give the greatest
degree of stability and confidence to a now Administration. The

Prime Minister saw broadly three options:

{1) an undertaking by the Liberal Party to support any policies
and measures introduced by a Conservative administrationa
which seemed to them right and justifiable in the national
interest, but with the right to oppose policies and measures
if they thought fit;
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(2) an undertaking by the Liberal Party to support and vote for

a definite programme of policies and measures by a Conservatiwe

administration, to be incorporated in a Queen's Speech which
would be drafted in consultation with the Liberal Party.
This would involve continuing consultation on the content

of policies and measures which could only be summarised in
The Queen's Speech;

(3) participation by the Liberal Party in Government. Mr. Thorpe,

as Leader of the Liberal Party, would be offered a seat in
the Cabinet, and Ministerial appointments for other members
of the Liberal Party could be discussed. On this basis the
Liberal Party would be committed to the new Government's
programme.

From the point of view of the stability and confidence of a new

administration the third option = full participation in Government -

was clearly preferable. The first option was little more than
every Opposition promised at the beginning of a new Parliament,
and would not give stability and confidence. The second - a
commitment to support an agreed programme of policies and
measures - would probably form a basis on which government could be
carried on by a Conservative administration, if the Liberal Party
was not prepared to participate in the government.

7. Mr. Thorpe asked the Prime Minister if he had considered the
possibility of a "Grand Alliance'" between the three major parties
in the House of Commons to form a coalition mdministration. The
Prime Minister said that he did not believe that such an Arrange-
ment was feasible. It would split the Labour Party. The left
wing of the party would never let Mr. Wilson enter such a
coalition, and Mr. Wilson himself would wish at all costs to avoid
the role and fate of Ramsay Macdonald.

§. HRevertimg to the possibility of an arrangement between the
Conservative and Liberal parties, the Prime Minister said that, if
the Liberal Party decided that it was closer to the Labour Party
than to the Conservative Party, that decision was of course open
to them. DBut the Prime Minister believed that im the major

*DET



respects he had described the Liberal programne Wis closer to the
Conservative than to the Labour programme; and he belleved that,
quite apart from the fact that a gsubstantial majority of volers

had expressed a preference against a Soclalist Government, o
Conservative-Liberal administration, or a Conservative Governmént
with a programme which the Liberal Party was committed to support,
would be better able than a minority Labour Government 1o take the
necessary econcmic measures and to command the necessary confidence
overseas.

8. Mr. Thorpe said that he could not enter into any discussion
or commitment on the proposal which the Prime Minister had put to
him without consulting his colleagues. At this stage he could
express only personal views. He endorsed the Prime Minister's
view of the political situation resulting from the election and
his conception of his duty in that situation. He shared the Prime
Minister's view that the overriding national need was to deal with
the country's economic problems, and above all with inflation.

He acknowledged the similarity of their positions on Europe. He
recognised the urgency of the need to resolve political uncertainty
and enable an administration to tackle the problems of government
without delay. He was not at present due to meet his Liberal
colleagues in Parliament until the afternoon of 4 March. He would
try to bring that meeting forward to the morning of 4 March, and

in the meantime would discuss the matter with his closest senior
colleagues, Lord Byers, Mr. Grimond and Mr. Steel. He hoped to

do this on the afternoon of 3 March. He might wish to have
further discussions with the Prime Minister after that and before
meeting the other parliamentary colleagues. The Prime Minister
indicated that he would be available for such discussions, with or
without a Tew senior colleagues on either side.

10. Mr. Thorpe then put a number of points to the Prime Minister.

11. Mr. Thorpe asked first what was the position about the Ulster
members: bad the Prime Minister made or did he contemplate any
arrangoment with them? The Prime Minister said that the eleven
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Ulster members other than Mr. Fitt had stood under their own

party labels - Ulster Unionist, Democratic Unionist and Vanguard
Unionist - and also under the label of the grouping in which

they were federated, the United Ulster Unionist Council. This
Council, and all the eleven members elected to Wesiminster, were
dedicated to the overthrow of Mr. Faulkner, of the new
constitutional arrangements in Northern Ireland, and the Sunningdal
agreement. He and his colleagues were of course entirely
committed to the new constitutional arrangements and to the
Sunningdale agreement, for which he had considerable personal
responsibility, and there was no question of any deal under which
he and his colleagues would modify their commitment to these
arrangements in exchange for the promise of support at Wesiminacer.
But seven of the eleven were members of the Ulster Unionist Party,
which was affiliated to the Conservative Party, and would
automatically receive the Conservative Whip (as three of them had
done as members of the last Parliament). The assumption must be
that they would continue to support the Conservative Party on other
jgsues than those of Northern Ireland, on which there was of

course agreement between the three major parties.

12, Mr. Thorpe asked the Prime Minister how he saw the numbers

in the new House of Commons. The Prime Minister said that

there would be 2968 Conservative members. If the 14 Liberal
members voted with the Conservatives, and the seven Ulster
Unionists wvoted with the Conservatives on non-Ulster issues, Lhe
resulting combination would hawve 317 votes, which would be equal
to all the remaining votes (excluding the Speaker). It was by no
means certain that all the remaining 16 non-Labour members would
vote with the Labour Party: Mr. Milne and Mr. Taverne would no
doubt normally do so, and probably the Welsh Nationalists; but it
was thought that some at least of the Scottish Nationalisis
{*Tartan Tories", as the Labour Party called them) might support
a Conservative-Liberal administration.

13. The Prime Minister asked Mr. Thorpe how the Liberal Party's
position on regional and constitutional questions differed from
those of the Nationalists, Mr, Thorpe said that the Natiooalists

- -n.l—h



wanted to go much further in separation of the countries of the
United Kingdom than the Liberals did. Both wanted to see the
majority proposals of the Kilbrandon Commission implemented: he
thought that the Naticonalists would go a very long way to secure

a commitment to that. But he recognised that constitutional
raform carried lower priority than the measures to deal with the
economiec situation. The Prime Minister recalled that he was
committed to carrying out the proposals in Sir Alec Douglas-Home's
report on devolution for Scotland.

14, Mr. Thorpe asked what dramatic changes the Prime Minister

saw being made in the Conservative programmeé to accommodate a
coalition with or the support of the Liberals. The Prime Minister
thought that both sides would have to agree to postpone a number

of policies and measures which they would have thought desirable

in other circumstances: but these would be likely to be policies
and measures which did not have the same priority as the measures
immediately necessary to deal with the economic situatiom.

15. Mr. Thorpe asked about the Government's position on miners'
DAY . The Prime Minister said that the Pay Board's report was
expected to be available early the following week. He did not
know what it would recommend, though there were reports to the
effect that it was generous but did not meet the miners’ claims in
full. The position of himself and his colleagues would be that
the dispute should be settled on the basis of the Pay Board's report
Mr. Thorpe asked what their position would be if the miners refused
to settle on that basis, but stood out for their full claim.

The Prime Minister said that that would indeed be a very difficult
situantion. Mr., Thorpe made it clear that he had no solutiom to
this problem. The Prime Minister asked Mr. Thorpe whether he
agreed that the miners' dispute should be settled on the basis of
the Pay Board's Relativities Report. Mr. Thorpe said that he did
s0 agree; and he thought that a Relativities Board was the
sonaible, rational and fair way of settling such matters.
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16. Mr. Thorpe then drew attention to the fact that, though his
party had polled nearly six million votes, it had won only fourteen
seats. This outcome gave rise to strongly felt dissatisfaction
among Liberal voters. He asked what the Prime Minister thought
about this, and what was his position on electoral reform. The
Prime Minister acknowledged the reasonableness of the dissatisfac-
tion to which Mr. Thorpe referred, but said that the subject of
electoral reform was, as Mr. Thorpe knew, very controversial. He
would have to consult his colleagues before he could give any
indication of views or policies on this subject. Mr. Thorpe
recognised that electoral reform was of less immediate priority than
the economic situation and dealing with inflation.

17. Mr. Thorpe recognised that the economic situation would require
unpleasant measures. The Prime Minister thought that it should

be possible for the two parties to agree upon measures the burden
of which was distributed in proportion to the capacity to bear it.
On a Privy Councillor basis the Prime Minister told Mr. Thorpe

that preparations had been made for a drawing on the International
Monetary Fund and for extending for a further period the official
sterling guarantees which were due to expire on 31 March. These
would require very early decisions and action by & new
administration. Mr. Thorpe suggested that there would be all-
party support for an immediate I.M.F. drawing. The Prime Minister
was not sure that it was possible to count on this: the Labour
Party might be critical of the terms of such a drawing.

Mr. Thorpe, remembering British experience of December 1967 and very
recent developments in Italy, acknowledged the validity of this
point.

18, Turning to other possible ingredieats in a joint programme,
Mr. Thorpe mentioned industrial relations legislation and the
minimum earnings guarantee. The minimum earnings guarantec was
not referred to again. On industrial relations legislation, the
Prime Minister sald that he and his colleagues had made clear
their roadiness to discuss amendments to the Industrial Relations
Act with employers and unions. This offer had not been taken up.



If returned, he would want to renew it. The Government had
worked out the amendments which it would itself want to propose.
He did not see how it would be possible simply to repeal the
existing Act without putting something else in its place. That
would mean that there was no statutory framework at all for
industrial relations: and union leaders had told him privately
that there were many features in the existing Act which the unions
welcomed and would wish to preserve.

19, On policies to deal with inflation, the Prime Minister said
that he would still like to agree with employers and unions &
voluntary poliey to deal with pay as well as with prices. But any
voluntary policy would depend upon the willingness and ability

of the trade unions to discipline those of their number who
stepped out of line. This implied a considerable strengthening
of the powers and effectiveness at the cenire of the union movement
in relation to individual unions, and he thought that in preseat
circumstances the possibility of this was remote. He therefore
saw no alternative to continuing with a statutory policy, based

on the existing machinery. One problem at present was that many
pundits were now saying, as Mr. Thorpe had himself said during

the election campaign, that Stage 1II was now too generous. The
Code could of course be changed at any time, and the Government

was ready and willing to consider possible changes, though there
were obvious difficulties about major changes in the middle of a
wage cycle.

20. On Europe, the Prime Minister said that he saw little if any
substantinl difference between the Conservative and Liberal Parties.
Both would like to see changes in the common agricultural poliey,

{f these could be negotiated with our partners. Both would like to
see further improvements in the institutions, though some had
already been made. The Government accepted the commitment in

the Treaty of Rome to direct election to the European Assembly,
though it was difficult to see much progress being possible on

that in present circumstances. The Prime Minister knew that

Mr. Thorpe, as a committed supporter of British mesbership of the



European Community, would understand and share his belief that it
was of overriding national importance to safeguard the achievement
and the benefits of British entry into the Community.

21. Mr. Thorpe concluded by thanking the Prime Minister for
giving him so much time. He would discuss what he had said with
his colleagues, and would be in touch with the Prime Minister again
as soon as possible, recognising the urgency which attached to a
resolution of the political uncertainty.

22. The Prime Mipnister repeated his view that an arrangement
between the Conservative and Liberal Parties, based on a programme

of measures which both could support, would not only be possible

but would also represent the desires of the substantial majority of
voters not to have a Socialist Government, and would be in the
national interest as providing a basis for a reasonably stable
administration in the difficult period which lay ahead, able to
command sufficient support in the country and in the House of Commons
to carry out the necessary economic measures and to command the
necessary degree of confidence in those overseas on whom the country
would depend for support and assistance.

24, The Prime Minister and Mr. Thorpe agreed on a statement for
the press making it clear that they had discussed the political
situntion and the urgent need in that situation for an
administration to be formed to carry on The Queen's Government,
that they would each be reporting the other's views to their
colleagues, to see whether a basis existed for further discussions,
and that no commitments had been entered into on either side.

A statement to this effect was issued from 10 Downing Street.

24. ‘The meeting ended at 5.20 pm.

Rt



PRESS STATEMENT ? S

The Rt. Hon. Jeremy Thorpe, M.P. came to see the Prime
Minister, at the Prime Minister's request At 10 Downing Street
on Saturday 2 March at 4.00 p.m.

The Prime Minister and Mr. Thorpe exchanged views about
the current situation and the urgent need in that situation for
an administration which could carry on the business of
government . They agreed to treat their discussions as entirely
confidential. Each agreed to report the views of the other
to his eolleagues to see whether a basis existed for further

discussions. No commitment was entered into on either side.
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TELEGRAM SENT TO THE RT. HON. HARRY WEST, ROSAHILLY, BALLINAMALLAND
ENNISKILLEN, AT 11.15 pm on 2 MARCH 1974

COPIED TO: §/S FOR NORTHERK IRELAND
CHIEF WHIP

The Prime Minister has asked me to thank you for your
telegram.

The seven Ulster Unionist members at Westminster,
including those newly elected, will be receiving the notice
sent out by the Conservative Chief Whip today in accordance
with the usual arrangements. In view of your position as
leader of the Ulster Unionists the Prime Minister will of ceourse
be glad to see you when vou come to London for swoaring in
next week.

Sgd. Robert Armstrong
(Principal Private Secretary)
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Mr, Edward Taylor telephoned. His agent Jimmy Anderson,
who was formally a member of the SNP and came over to the
Conservative Party, had a lunch engagement for Monday with
Bill Lindsay, Vice President of the Scottish National Party.
Bill Lindsay suggested that Mr. Taylor might join them and,
when Mr. Taylor agreed to this, he subsequently telephoned back
that he would like to bring along either Mclntyre, the President
of the Scottish National Party, or William Wolff. They implied
that there was something which they would like to communicate;
but said that they would intend keeping the occasion entirely
confidentinl. If it became known, and Mr. Taylor had the
impression that other members of the Scottish National Party had
been told about it in confidence, the story would be that this
wins & lunch arranged by Jimmy Anderson, who had been a member of
both parties, because it would be amusing to compare notes about
experiences in the Election.

PRIME MINISTER

Mr. Taylor got the impression that the message might be
something to the effect that, if there was a possibility of a
Scottish Assembly, the Scottish National Party would be prepared
to be helpful over votes of confidence; but he had no firm idea
of the details at present. His intention was to listen to and
report whatever was said, without saying that he would pass it on.
He would avolid giving the impression that he was opening up
a negotiation..

Mr. Taylor had consulted Sir Nicholas Morrison, Permanent
Secretary of the Scottish Office. Sir Nicholas had suggested that,
if the Scottish National Party wanted to say something, and this
was not fouling up any other line of communication, there would be
advantage in Mr. Taylor accepting the invitation. But he
advised Mr. Taylor to report it to No. 10,

I told Mr. Taylor that he should assume that there was no
objection or comment from this end unless we telephone back.,
Mr. Taylor can. be reached at home on either tomorrowfor hm,

e FERE

2 March 1974
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Kigel Fisher rang in to say that Jeremy had telephoned him for some 20 minutes
or more - they have been close persomal friends for many many years.

Jeremy said he was encountering a rather embarrassing problem with his
colleagues about the Prime Minister personally, They feel they could not
agree to serve as long as he is the Prime Minister.

Asked if this was his own view he said - No it is not, I am not very close
to Ted but thought he was by far the most able man we had and he would be
perfectly happy to serve — it was only some os hie colleagues who were being
difficult.

He was very relaxed about a policy package and is quite sure that this would

be worked out, i.e. drop Housing Finance and amend the Industrial Relations Bill.
He would leave the question of a coalition open as that might be difficul:

to get his colleagues to agree to, except those who would be Ministers.

The main problem would be Electoral Reform, there could be no deal
without that - PR for boroughs and large towns, an alternative vote
elsevhere,
If there were to be a Royal Commission they would want this to Report withinm
6 months, nothing longer - they have had that one before. Asked if he would
let the House settle the Electoral Reform problem - he said again it would have
to be within 6 months.

Asked what he would feel if we could mot agree to this package, he said
presumably Wilson would take office, and he would not do anything for the
Libemls and the Liberals would make no deal with Wilson. He would net put
the same propositions to Wilson, mo appreach has been made and he will not
volunteer one. He would regard anything that Wilson came up with on its
merits on a day to day basis, but no deal.

Jeremy said that he was quite happy that all this should be made known
I:nul,udpﬂhhlrnnufttnnﬂrudrlmnunwﬂml‘ﬁlrlmlt#m
during their talk. When that took place he did not then realise there would
be a sericus problem with his colleagues about the Prime Minister personally,
this has developed since.

It vas not clear who and how many of his colleagues Mr Thorpe had been in
touch with but obvicusly fairly senior ones and they would like te have el ther
a firm vorking arrangement or a mhﬂmmnpﬂ:dmﬂmqmq
Finance, amendment Industrial Relations and an agreed economic basis,

The electoral reform difficulty would remain i n either case,
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TELEPHONED MESSAGE TO THE PRIME MINISTER FROM MR. WOODROW WYATT
SUNDAY 3 MARCH 1974

B. My admiration for vou has increased.

2. If you do not succeed with Liberals and others may I
suggest the following:

Say that you cannot get a stable majority but nor can
Labour, therefore in the interests of the country you offer
a coalition Government to Labour and as they have technically
more seats you are even willing to serve under Wilson. The
coalition to last 6-9 months to take joint action on economy
and then have a General Election. If Labour refuses they

will look very bad. If they accept there will then be
Joint responsibllity for necessary measures and the next
Goneral Election can be on a clean slate. Either way you

would look very good and come out of it very well.

Best Wishes,

Woodrow.
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TELEPHONE CONVERSATION BETWEEN THE PRIME MINISTER ARND MR. THORPE
AT 6.00 ON 3 MARCH 1974

PRIME MINISTER

Good evening

MR. THORPE

Good evening, Prime Minister. I thought it might be helpful if

I were to indicate how things stand at the moment.

Prime Minister

Yes indeed
Mr. Thorpe
¥We may be moving in a somewhat helpful direction. Although

1 am not in a further position until I have met my Parliamentary
colleagues.

Prime Minister

Yes

Mr. Thorpe

There are two matters and it is no good beating about the bush.

The first is that from my soundings there is a lack of enthusiasm
for a proposition such as you suggested, either Opposition support
or conlition support, in the light of your own position as PM: the
feeling being that you called an election and failed to get the
mandate that you sought. The second position is that before

there could be talk about an agreed package of economic proposals,
a very strong feeling is felt about the electoral system of the

six million and the fourteen MPs. 1 believe that with regard to
the first matter I raised, I don't believe that that is insuperable,
I think . that 1 can bandle my Party on that issue. On the
second issue I believe that I bave to have something firm to put
towards them, presenting a basis for further rapid discussion on

an agreed economic package. And I think that what they have in
mind is not the sort of suggestion of a Royal Commission which

- . - e —— =g



might report some day but some sort of proposal which one

might expect to see implemented within say six to nine months,
And after that then the situation could well change from general
support from the Opposition bench to actual coalition. But

I think that they feel that if they go into a coalition under
the present system they are simply putting their heads under a
chopper. Now I am meeting my boys tomorrow. The people

I have met today are Byers, Grimond and Steel. The first point
as I say I think I can handle. The second point I don't think
I am going to get much further in suggesing: that we have further
talks about an agreed package, unless 1 can say something hard
on the electoral reform front. Now I don't know whether

you have had a chance to talk to your colleagues on that one, but
presumably you might be in a position to give some indication
before we meet tomorrow.

Prime Minister

I will try to do 80, yes. When you say something immediate, what
have your people got in mind?

Mr. Thorpe

Well, ‘they are first of all very much in your hands and open to
suggestion of what yvou had in mind. 1 think they felt that one
would have to have a sort of Churchill compromise. Perhaps PR
for the boroughs and the alternative vote for the rural areas.

It would probably have to be in a Speaker's conference, but an
indication as to what the majority parties, or rather the majority
of the parties would recommend; and try to commit themselves to
implementing within say six months on the statute book, because
this would need some boundary revisions. But the Northern

Ireland precedent is an indication that this thing iz possible

to be achieved,

Providipg that there is a majorit
a ¥y of ini
m.. ﬁ* : i fﬁﬂ-fil‘“ﬂ? T
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conference, and it can be done within the course of a
Parliament with a view to implementation for the next. My own
view is that whatever happens obviously both our parties are
going to have trouble. But I believe on that I probably could
swing them for general support for an agreed package from the
Opposition benches. The next phase I think is if we actually
got this on the statute book, then if you were still so minded
I think we might be able to make our support one stage firmer.

Prime Minkter

You mean actual participation in government?

Mr. Thorpe

Put it this way, I don't rule it out - it becomes a distinct

possibility. But without any electoral system they would

frankly feel that the difference between a minority Labour and

n minority Conservative government ar¢ matters which are outside

thelir control and the two other party leaders must determine that

for themselves. Now we have been in touch, rather in a

desultory way, because they are immured in Lossiemouth, we

are trying to get in touch, with the two national parties. David

was in touch with Willie Woolf who is very keen on Kilbrandon and

also very keen on electoral reform. I can't take them further
save that we will be in touch with both of them this evening.
So basically I think what would be very helpful to me is if it
weére possible to get some sort of indication of your feelings
on the electoral position possibly before 1 met my colleagues

Lomorrow.

ter
What time are you meeting them Jeremy?

Mr. Thorpe
1 am meeting them at lépc _And as Frank said obviously
L_ i
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the economic thing is far more important than anything else.
But we do feel we have an obligation to six million people.

Primé Minister

Yes, But at the moment coalition is excluded?

Mr. Thorpe

At present, but if there was some proposal on he other front
obviously it would be easier to put such a proposition to

them than it is at present. At the moment my job has been to
keep them on the rails on the basis that let's at least discuss
whether we cannot at least get general support for an agreed
economic package for the country. And I have still got that
on the tapis. But the electoral thing they feel somewhat hard
about and the Prime Minister thing I have hed-——l-bhave taken
soundings and there again there is a fair amount of opposition.
But I think that one I can overcome,

Prime Minister

Alright, then let mo discuss it, and come back to you as soon
as I can.

Mr. Thorpe

I shall be in the whole evening. And if it is any help, vou
know if one is asked, if it is any help, we have not been in
contact,

Prime Minister

Yes that is alright. Yes.,
Mr. Thorpe
I am sorry, this is obviously hell - a nightmare on stilts for

you. Somehow 1 personally hope that we can work something out,
Pr niste

Alright, Jeremy. Thank you very much.
¥r. Thorpe CE/DeT
G might. Hil-l'-l--tt—-l
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When we met on Saturday afternoon, we agreed that, in the
2 S 4
extraordinary situation created by ap Election which left neither

of the two major parties able to command an overall majority in the
e, 5 ol iy
House of Commons, and an—l-amhm-dirteranne in the number of
seats held by each of them, the essential and urgent need was that
an Administration should be formed which would have sufficient
support in the new House of Commons (anﬂ—wﬂﬂ'ﬂmwrj
to carry on The Queen's Government, and inp pnrticullr“:u take the
measures required to deal with the economic erisis - something I'h;l,q:(h)

both of us believe must take highest prinritg..%m-md the

Imr degree of confidence at home and OVETrseasg m'ﬁ'fé'a""
that the Eade??f the Labour Party had issued'a statement which

made it clear that he would be prepared to form a minority

government but not to enter into any coalition or understanding with
other parties in the House. In that situation it was my duty, as
Prime Minister, to see whether a basis existed for seme—iind—eal S

A= R o e e, &, &,
arrangement between the Conservative and Liberal Parties which would
ensure the necessary support to enable a Government to deal

effectively with the overriding needs of the economic situation.

I recognised that the programmes of our two parties differed
in a number of respects. Any such arrangement would involve
decisions on either side to postpone policies and measures which in
other circumstances we might have wanted to carry out but which did
not have immediate priority in relation to the overriding require-
ments of the economic situation. But there was much that we had
in common. In two major respects in particular, the policies of
our two parties are both alike and both different from those of the

Labour Party. Both of us are committed to policies for countering



inflation which deal with pay as well as with prices. And

both of us are committed to British membership of the European
Community, subject to changes and improvements in Community
arrangements where these could be agreed with our Community
partners but not subject to any re-negotiation of the terms of
British entry. I made clear my belief that it would be possible
to construct a progranmme for The Queen's Speech on the Opening of
Parliament which both the Congservative and the Liberal Parties

could honourably and in good conscience support.

When we met on Saturday, we considered various possible
arrangements, and in particular an undertaking by your Party to
support and vote for a definite programme of policies and measures
to be incorporated in a Queen's Speech which would naturally have
to be drafted in consultation with you, or a coalition arrangement
under which you, as leader of the Liberal Party, would be offered
a seat in the Cabinet, with the—possitbitittyof Ministerial

dimye
appointments Iuanthﬂr members of your Party.

On this latter basis, of course, you as a member of the

Government would have a voice in all the Government's decisions,

IWMWWM

propared to—sppart . ﬂn_t.hl-n:.h-lr—-lrluﬂ' your Party would be
committed to support the Government in the House of Commons.



I told you on Saturday that I thought that from the point
of view of the stability and confidence of a new Administration
full Liberal participation in Government was preferable to other
possible arrangements. Since we met I have had an opportunity

! ' [ S—— = e
te—diasouses this &ith my colleagues. We are now convinced that
full Liberal participation in Government, and thus in all the
decisions of Government, with whipping arrangements to correspond,
will. be essential if we are to ensure a stable Administration,
able to take the measures required by the economiec situation, and
able to command confidence at home and overseas. ¥e do not think
Ay P

t.ha.i;JI Liberal agreement to support an agreed Conservative programme

in the House of Commons would be sufficient.

When we met, you drew my attention to the fact that, though
your Party had polled nearly six million votes in the Election, it
had won only 14 seats. You s?ithtt t.h.lsw?:t.mm had given rise
to Hvely dissatisfaction a.mngiblbﬂral voters, and had underlined
the need for electoral reform. You asked what were my views on
this subject, and I told you that I should have to consult my

colleagues. I have now done so.

Electoral reform has always been a matter for the House of

Commons itself, expressing its view by means liLl. free vote on -

#
-l,_"i-q_-_

recommendations by a Speaker's Conference. e 'Lhﬂnunlr cannot
commit Parliament, or indeed our Party as a whole. But I am

e 'IFH-I--J"'
suthorised to tell you that 4—sad my colleagues in tha(f.‘lhuat would
be prepared to support the setting up of a Speaker's Conference
to consider the deairability and possibility of a change in our
electoral arrangements. We should think it right to ask such a



Conference to report its conclusiopns and recommendations within—“s
g 'I-—.-fhi--l-—i'l-r i
~n£::;;:3:1~ We should be ready to cooperate in seeing that those
conclusions and recommendations were put to Parliament for decisions
as soon as possible thereafter. This would ensure that the whole
matter was fully ventilated by Parliamentary and public opinion,

and that any conclusions and recommendations were brought forward

and dealt with without delay.

’..-f’
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NOTE FOR THE RECORD

The Right Honourable Jeremy Thorpe MP, came to see the Prime
Minister, at the Prime Minister's request, at 10 Downing Street on
Sunday 3 March 1974 at 10.30 pm. Mr. R.T. Armstrong was also
present.

2. The Prime Minister recalled that, when they had met the
previous day, he had suggested to Mr. Thorpe that the overriding
need of the moment was that a Government should be formed which
could deal effectively with the requirements of the economic
situation. It was his duty, as Prime Minister, to see whether a
basis existed for some kind of arrangement between the
Conservative and Liberal Parties. Such an arrangement would
involve both sides in postponing some controversial policies and
meéasures; but there was much that the two Parties had in common,
particularly on dealing with inflation and on Europe. So he
believed that it would be possible to construct a programme for
The Queen's Speech which both Parties could honourably support.

3. When they had met the previous day, they had discussed
various possible forms which an arrangement between the two Parties
might take: an undertaking by the Liberal Party to support
policies and measures which they approved, but with the right to
oppose measures If they thought fit, an undertaking by the Liberal
Party to support and vote for a definite programme of policies and
measures to be incorporated in The Queen's Speech which would have
been drafted in consultation with them, or a coalition arrangement
under which Mr. Thorpe himself would be offered a seat in the
Cabinet, and would thus have a voice in the Government's decisions,
and the Liberal Party would be committed to support the Government
in the House of Commons. Mr. Heath had told Mr. Thorpe that from
the point of view of the stability and confidence of a new
Administration full Liberal participation in Government was
preferable to all other arrangements. He had now discussed the
matter further with his colleagues, whose view had strengthened
that full Liberal participation would be essential to ensure a
stable Administration. They did not think that Liberal agroement
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to support an agreed Conservative programme in the House of
Commons would be suffiecient, The Prime Minister made it clear
that he and his colleagues had very much in mind the difficulty
of managing Government business in the House of Commons under any
less formal arrangement.

4. When Mr. Thorpe had spoken to the Prime Minister onm the
telephone earlier in the day he had suggested that there would be

a lack of enthusiasm in his own Party for an arrangement to support
a Conservative Government led by Mr. Heath. The Prime Minister
said that he was bound to tell Mr. Thorpe that his colleagues had
told him that they would not agree to serve under any other Prime
Minister. Mr. Thorpe was at liberty to verify this by talking

to one or two of the Prime Minister's colleagues if he wished to do
80 (Mr. Thorpe made it clear that he saw no need for that). The
position was therefore clear on that matter. But Mr. Thorpe had
indicated that he might be able to handle his Party on that issue.

5. At their meeting Mr. Thorpe had also drawn attention to the
fact that his Party had polled nearly six million votes in the
Election, but had won only 14 seats, and had asked what were the
Government's views on the subject of electoral reform. In his
telephone conversation earlier in the day Mr. Thorpe had adumbrated
a proposal under which there would be a Speaker's Conference, with
the Conservative and Liberal Parties committed in advance to what
their spokesmen would recommend to it, and & pledge to implemewt
the result within six months. The Prime Minister explained to
Mr. Thorpe that he and his colleagues could not honourably under-
take to deliver anything like this. Electoral reform was a
complicated as well as a controversial matter, which had not been
the subject of any recent study or attention in the Conservative
Party. He doubted whether there would be a sufficlient measure

of agreement on the principle to enable him to commit the Party;
and he could certainly pledge neither the Party nor the Cabinet at
such short notice to a commitment to the introduction of a proposal
before there had been any opportunity to study the subject in
dopth. In any case, electoral reform had always been a matter
for the House of Commons itself, expressing its view by means of &



free vote on recommendations by a Speaker's Conference. The
Labour Party would certainly object strongly to any proposal that
the matter should be committed to a Royal Commission (which had
been one of Mr., Thorpe's suggestions). Clearly the Government
could not say what the result of such a free vote would be.

Mr. Thorpe would understand that the Government could not even
ensure that its own backbenchers on the Conference would support
any proposal which the Government as such might put to the
Conference, He and his colleagues recognised, however, the
digssatisfaction which the result of the recent Election had
caused, and would be prepared to support the setting up of a
Speaker's Conference to consider the possibility of a change in
electoral arrangements. This would ensure the whole matter was
fully discussed and considered by Parliament.

6. Mr., Thorpe said that, on the question of support or
participation, he had to have in mind the need to keep his Party
in Parliament and in the country together. In his view there

was no possibility of the Liberal Party agreeing to participating
in the Government at this stage, though the prospect might change
if and when a measure of electoral reform had been passed.

T On the question of electoral reform, he quite understood

that the Prime Minister and his colleagues could not commit
Parliament or their own Party, and he was not seeking any such
commitment . He recognised that the matter would have to go to

o Speaker's Conference and would be decided thereafter by a free
vote in the House of Commons. But he thought that, if there were
to be any prospect of an arrangement between the two Parties, it
would be necessary for the Prime Minister and his colleagues to
glve more indication than the Prime Minister had so far given that
they recognised the injustice of the present system and were in
favour of changing it to a system of representation which was
fairer to the minority groups. From the point of view of his
Party, there was nothing to choose between a minority Conservative
Government and a minority Labour Government unless one or other of

them was prepared to accept some sort of commitment towards
electoral reform.



8. Mr. Thorpe said that, since he had spoken to the Prime
Minister earlier in the day, Mr. Wilson had been in touch with him
and had now asked Mr. Thorpe to come and see him at 10,00 am the
following morning. He did not know what Mr. Wilson would say.

He did not expect to be asked to enter into any coalition or
understanding, or to be offered any commitment on électoral reform.
But he thought Mr, Wilson had made his original statement, saying
that he was not prepared to enter into any kind of understanding
with other parties, before he realised that the Government might
wish to examine the possibility of a coalition with the Liberal
Party.

B, The Prime Minister asked Mr. Thorpe what sort of arrangemeat
he contemplated, short of full Liberal participation in

Government. Mr. Thorpe said that he had it in mind that agreement
should be reached on the content of a Queen's Speech, and his Party
would then be committed to the support of that programme for the

pericd until the next Queen's Speech, when the matter could be
looked into again.

10. Mr. Thorpe said that he would be meeting his parliamentary
colleagues at 11.00 am the following morning. It was now for the
Prime Minister and his colleagues to decide whether an arrangement
on the lines he had described would be sufficient for the purposes
of establishing a stable administration and commanding confidence
at home and overseas, and whether they could take the further step
towards a commitment on electoral reform which he had indicated.

11. The Prime Minister said that he would be meeting his
colleagues at 10.00 am the following morning, and would send a

message or letter to Mr. Thorpe as soon as that meeting was ended.

12. The meeting ended at about 11.00 pm.

13 March 1974 ECRET
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DRAFT LETTER TO THE RT. HON. JEREMY THORPE, M.P.

When we met on Saturday afternoon, we agreed that, in the
situation created by a General Election which left neither of the
two major parties able to command an overall majority in the
House of Commons, and with only a2 small difference in the number
of seats held by each of them, the essential and urgent need was
that an Administration should be formed which would have sufficient
support in the new Hou ng to carry on The Queen's
Government, and in particular/command the degree of confidence at
home and overseas,to take the measures required to deal with the
economic crisis - something which both of us believe must take
highest priority. We noted that the Leader of the Labour Party had
issued a statement which made it clear that he would be prepared
to form a minority government but n ot to enter into any coalition
or understanding with other parties in the House. In that situation
it was my duty, as Prime Minister, to see whether a basis existed
for an arrangement between the Conservative and Liberal Parties,
two parties which had most in common, whic h would ensure the necessary
support to enable a Government to deal effectively with the
overriding needs of the economic situation.

I recognised that the programmes of our two parties differed
in a number of respects. Any such arrangement would involve decisions
on either side to postpone policies and measures which in other
circumstances we might have wanted to carry out but which did not
have immediate priority in relation to the overriding requirements
of the economic situation. But there was much that we had in
common. In two major respects in particular, the policies of our two
parties are both alike and both different from those of the Labour
Party. Both of us are comm itted to policies for countering
inflation which deal with pay as well as with prices. And both
of us are committed to British membership of the European Community,



subject to changes and improvements in Community arrangements

where these could be agreed with our Community partners but not
subject to any re-negotiation of the terms of British entry. I

made clear my belief that it would be possible to construct a
programme for The Queen's Speech on the Opening of Parliament which
both the Conservative and the Liberal Parties could honourably and iso
good—conscience support.

When we met on Saturday, we considered various possible
arrangements, and in particular an undertaking by your Party to
support and vote for a definite programme of policies and measures
to be incorporated in a Queen's Speech which would naturally have to
be drafted in consultation with you, or a coalition arrangement
under which you, as leader of the Liberal Party, would be offered
a seat in the Cabinet, with Ministerial appointments for some other
members of vour Party.

On this latter basis, of course, you as a member of the
Government would have a volice in all the Government's decisions.
At the same time your Party would be comm itted to support the
Government in the House of Commons.



I told you on Saturday that I thought that from the point
of view of the stability and confidence of a new Administration
full Liberal participation in Govermment was preferable to other
possible arrangements. Since we met I have had an opportunity
of discussing this further with my colleagues. We are now
convinced that full Liberal participation in Government, and
thus in all the decisions of Eﬂv&rnmentL_Iith whipping
arrangements to currespuﬁi? will be essential if we are to
ensure a stable Administration, able to take the measures
reéquired by the economie situation, and able to command confidence
at home and overseas. We do not think that, on its own,
Liberal agreement to support an agreed Conservative programme

in the House of Commons would be sufficient.

When we met, you drew my attention to the fact that, though
your Party had polled nearly six million votes in the Election,
it had won only 14 seats. You said that this outcome had given
rise to deep dissatisfaction among your colleagues and Liberal
voters, and had underlined the need for electoral reform.
You asked what were my views on this subject, and I told you
that I should have to consult my colleagues. I have now done so.

Electoral reform has alwavs been a matter for the—Hoeuss of

Commons itself, expressing its view by means of a free vote on
recommendations by a Speaker's Conference. My colleagues and

1 obviously cannot commit Parliament, or indeed our Party as a
whole. But I am authorised to tell you that my colleagues and

I in the present Cabinet would be prepared to support the

setting up of a Speaker's Conference to consider the desirability
and possibility of a change in our electoral Arrangements.
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We should think it right to ask such a Conference to report

its conclusions and recommendations as speedily as possible.

We should be ready to co-operate in seeing that those
conclusions and recommendations were put to Parliament for
deuiﬂlunq{ﬁs soon as possible)thereafter. This would ensure
that the whole matter was fully ventilated by Parliamentary and
public opinion, and that any conclusions and recommendations

were brought forward and dealt with without delay.
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THE PRIME MINISTER said that he had kept in closs touch with
mést of hin colleagnes over a weekend of intense consuliation but
it was right for the Cabingt as a whole now to take stock of the
ponitlon reached. It had been argued by somae that the support of
'ﬂ}lﬂlﬂrmhlﬂlmﬂﬂpmﬂbqnlﬂdlnlmﬂurﬂfmmﬁnm
in office but this would be both difficult and enrelishls. As
envisaged at their last discussion he had therefore seen the Leader
of the Liberal Party at 4. 00 pm on Saturday 2 March. Mr Thorpe
had agreed that the Liberal attitude on incomes policy and on Earops
was similar to that of the Government and that It was conatitutionally
proper {or the latter to explore the possibility of Liberal co-operation
on a general programme of moasuras to be included in The Coeen's
Speech or lndeed Libaral participation ia the Government itasll.
Mr Thorpe had not been authorised by his colleagues to accept sny
arrangamaent bot he bad ssked a namber of guestions. Ths flrst
concarned Northern Ireland, and he had been assured that the
Covernment would not contemplate any depl with the Ulster Unionists
but would continus to support the Seandngdsle agresment. He had
then asked about electoral reform, making it clear that be was mot
wedded to any particular solution although be had mentioned the
possdbllity of proporticaal repressatation for the boroughs and the
altarnative vote gystemn for the rural arcan: on this the Prime
Minister had sald that he conld give him no indication of the
Government's viow without furihe s consaltation with his colloagoes.
He had also mentioned the Kilbrandon Report on which be had been
told that the Governmant had undertaken some preliminary work
m-ﬂlhﬁ-—i timlater, He had not il '
but had said that his P ¢
mtil 4 March although bo could consalt
_ Hhkﬁuﬁ:ﬁg After deing this
Minlstor at &, 30 prm on Seadsy sxyiag
in & helpful direction. There wars
The first concerned the leadership of the




Consorvative Party if Liberal support was to be provided: but oo
this he felt he could handle his Party. Ths second was electoral
reform on which the Liberals would expect specific and urgent
action, If this was promised the Liberals would congider support
for the Government and did not rule cut the poasibility of entering
a coalition at a later stage.

The Prime Minister had boen in touch with many of his colloagues
Hﬁﬁ:lh-hgﬂihﬁﬂ.ﬂ'tnlhrﬂhﬂlmrpmdhhhrﬂqﬁﬂnﬂ
conversation, They had incrensingly coma to the view that an
mqmﬁ:mrdwnwhhm;mm
measures which would have to be taken to restore the economy.
A coplition peemed the only poasibility, but on elegtoral reform
thoy had not felt able either to commit themselves on what thoy
would rocommend or still less to what & Speaker's Conference
might decide. They were not therefore in a position to deliver on
the matter which was most important to Libaral thinking, The
most that might be contemplated was to acknowledge the sirength
of Liberal viows, to offer the sotting up of a Spesker's Conference
a8 & matter of urgency and to say that they would thereafter ask
Parliament on a free vote to decide upon the Conforence's
recommendations. He had therefore seen Mr Thorpe a second
time at 10, 30 pm on Sunday evening., He had explained the position
to him and had sald that he woald try to let him have the Cabinet's
view before the Liberals' own Parllamentary Party meeting at
11, 00 am that meorsing. He had said that he perscnally felt that
copliton was easential and that the most that oould be offered om
slectoral reform was n Speaker's Conference, Indeed he had
stressed that he could not honourahly undertake to deliver more
than this, Mr Thorpe had repeated that he could not enter a
coalition at this stage although many in his Party wanted an
arrangemnt witk the Conservatives., The offer of a Spaaker's
Conference wonld however be Insuifficlent to secare this and as 2
minimum the Liberals would expect a statoment by the Governmest
mmwmm-hmnmmmﬂu
RectARATY . Mr Thorpe had also sald that Mr Wilson also wished
to soe him but that he would take the sama line with him over
electoral reform.

THE SECRETARY OF STATE FOR ENERGY sald that he had scon
Lord Byers who falt strongly that a coalition would be the end of the
Liberal Pasty. Ha favoured an arrangement with the Gowe mment 3
with proportiooal representation as the price, but felt that the

THE SE: OF STATE FOR EMPLOY MENT said that the
2 report On N relativitios had now been recefwed
theagh he had not yet

W It offered big incroases
in miners! pay whi would certainly sepport: butit
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was now quostionable whether the miners would accept it from a
minority Government with Liboral support only. This was a
furthor factor to be taken into account in considering the alternatives
of Libaral support or coalition. Indeed the latter might in any case
be nacessary to bind the Liberals to a settlement not in excess of
that proposed by the Pay Board.

In dlacussion there was general agreement that the matter now
n&nﬁnﬂmhlb:hguhhhﬂuﬂuﬂrmmﬁ#nqﬂmﬂﬂ
Party's points of view. Thore had been widespread support withins
the Conservative Party for the approach to the Liberals but the
Government's backbench supporters weore increasdngly worried by
talk of a deal with the Liberals over proportional representation and
were unlikely to support any action leading towards that end., An
arrangemont with the Liberals would in any case be insaificlently
stable, and Mr Thorpe scemed to be asking too much and offering
too little, There was no possibility of an arrangement with the
Ulster Unionists who would seek to andermine the Sunningdale
agreement, or with the Scottish naticnalists who were left-wing and
opposed to the Government's European policias: and a decision to
face Parlizment without guaraiteed support to provide an overall
m.}ntﬂ;bpmﬂmtnmmytuhuldimdﬂlﬂnlﬂmplwhﬁhﬂ
on to power and would exacerbate relstions with the trades unions,
At some stage the political snd economic situation of the country
might dictats a Grand Coalition between the Labour and Conservative
Parties but talk of thin was premature. It bad been right to make
an approach to the Leader of the Liberal Party but It was now clear
that an offer of general support by that Party would ot provide the
stability necessary for the Government to remaln in office. Unloss
therefore tha Libaral Party was prepared to enter a coalition withoat
n commitment to leglalation on electoral reform in the fow
Parligment - and this seemed very unlikely In the Might of

Lord Byers' remarks - there seemed no alternative to the Prime
Minister tendering his resignation to The Queen and advising her
to ask the Laader of the Labour Party (o form an Administratios,

THE PRIME MINISTER, sunming up the discussion, said that the
Gabinet were agreed that only a firm coalition with the Liberal Party
could enmarv their coatiemance in office, and aleo that it wouold be
s Ble to offer more to the Liberals than a Speaker's

- reform ia order to obtain mch a coalition,




Thoe Cabinet =

Tock note, with approval, of the Prime Minister's
endorsed the remarks of the Lord Chancellor,
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Electoral reform has always been a matter for Parliament
itself, expressing its view by means of Iree voles on
recommendations by a Speaker's Conference. My colleagues and
1 obviously cannot commit Parliament, or indeed our Party as a
whole. But I am authorised to tell you that my colleagues and
I in the present Cabinet would be prepared to support the
setting up of a Speaker's Conference to consider ihe desirability
and possibility of a change in our electoral arrangements. e

-lhﬂuid-#hLnh-i:-aigh#—ha~tsh-uu:h—t~ﬂauferenﬁﬁ-tnnpapnr;-iia
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would cnsure that the whole matter was fully ventilated by

Parliamentary and public opinion. We should then be ready to
cooperate in seeing that the conclusions and recommendations
of the Conference were put to Parliament in the customary Way.
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When we met on Saturday afternoon, we agreed that, in the
situation ereated by a General Election which left neither of the
two major parties able to command an overall majority in the
House of Commons, and with only a small difference in the number
of seats held by each of them, the essential and urgent need was
that an Administration should be formed which would have sufficient
support in the new House of Commons to carry on The Queen's
Government, and in particular to command the degree of confidence
at home and overseas necessary to take the measures required to deal
with the economic erisis - something which both of us believe must
take highest priority. We noted that the Leader of the Labour Party
had issued a statement which made it clear that he would be
prepared to form a minority government but not to enter into any
coalition or understanding with other parties in the House. In
that situation it was my duty, as Prime Minister, to see whether
i basis existed for an arrangement between the Conservative and
Liberal Parties, two parties which had most in common, which
would ensure the necessary support to enable a Government to deal
effectively with the overriding needs of the economic situation.

I recognised that the programmes of our two parties differed
in a number of respects. Any such arrangement would involve
decisions on either side to postpone policies and measures which in
other clircuratances we might have wanted to carry out but which did
not have immediate priority in relation to the overriding
requiremerts of the economic situation. But there was much that
wo had in common. In two major respects iln particular, Lbhe



policies of our two parties are both alike and both different

from those of the Labour Party, Both of us are committed in present
circumstances to policies for countering inflation which deal with
pay as well as with prices with statutory backing. And both

of us are committed to British membership of the European

Community, subject to changes and improvements in Community
arrangements where these could be agreed with our Community

partners but not subject to any re-negotiation of the terms of
British entry. I made clear my belief that it would be possible

to construct a programme for The Queen's Speech on the Opening of
Parliament which both the Conservative and the Liberal Parties could
honourably and in good conscience support.

When we met on Saturday, we considered various possible
arrangements, and in particular an undertaking by your Party to
support and vote for a definite programme of policies and measures
to be incorporated in a Queen's Speech which would naturally have
to be drafted in consultation with you, or a coalition Arrangemant
under which you, as leader of the Liberal Party, would be offered

a seat in the Cabinet, with Ministerial appointments for some other
members of your Party.

On this 1nfter basis, of course, ynﬂ a5 a member of the
Government would have a voice in all the Government's decisions,
At the same time your Party would be committed to support the
Government in the House of Commons.

1 told you on Saturday that I thought that from the point
of view of the stability and confidence of a new Administration full
Liberal pariicipation in Government was preferable to other possible
Arrangoements, Since we met I have had an opportunity of discussing
this further with my colleagues. We are now convinced that full
Liberal participation in Government, and thus in all the decisions

of Goverament, will be essential if wWe¢ aAre to ensure a stable




Administration, able to take the measures required by the economic
situation, and able to command confidence at home and overseas.

¥e do not think that, on its own, an arrangement for Liberal
support would be sufficient to provide the stability and command
the confidence necessary in present circumstances.

When we met, you drew my attention to the fact that, though
your Party had polled nearly six million votes in the Election,

it had won only 14 seats. You said that this outcome had given
rise to deep dissatisfaction among your colleagues and Liberal
voters, and had underlined the need for electoral reform. You

asked what were my views on this subject, and I told you that I
should have to consult my colleagues. I have now done So.

Electoral reform has always been a matter for Parliament
itself, expressing its view by means of free votes on
recommendations by a Speaker's Conference. My colleagues and
1 cbviously cannot commit Parliament, or indeed our Party as a
whole. But 1 am authorised to tell you that my colleagues and
I in the present Cabinet would be prepared to support the setting
up of a Speaker's Conference to consider the desirability and
possibility of a change in our electoral arrangements. This would
ensgure that the whole matter was fully ventilated by Parliamentary
and public opinicon. We should then be ready to cooperate in seeing
that the conclusions and recommendations of the Conference were
put to Parliament in the customary way.

E M

The Rt. Hon. Jeremy Thorpe, M.P.
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Mr. Edward Taylor telephoned from the place where he was
having lunch with representatives of the Scottish National Party.
The Scottish National Party have given him advance notice of the
statement which they are putting ocut at 4.00 p.m. this afternoon.
The text of this as dictated by Mr. Taylor is attached.

Mr. Taylor added the following points. The representatives
of the Scottish National Party had emphasised that the statement
was a statement of the ideal and, as such, its terms were
negotiatable. Any party which met the full terms of the
statement would have their full support, but there were a whole
range of balf-way houses inbetween, including for example an
understanding that they would give their support on confidence
votes for some intermediate arrangement. But they indicated
that their inclination was to suppoert & Conservative rather than
& Labour administration, because they feured that a Labour
administration would take some popular measures and then seek
a new mandate before the hills had to be paid. There was an
additional point which they would be mentioning orally at 4,00 p.m.
and to which they attach importance: this was that a new
Government should seek to negotiate wider fishing limits. As
regards the freeze on rents, rates and prices, they had in mind
& one-year freeze: amplifying this, they said that what they
were looking for was some action to deal with what they regarded
as the root causes of inflation.

Mr. Taylor said that Mr. Gordon Murray, a Vice Chairman of
tha Party, had been authorised to negotiate on behalf of the
Parliamentary Party. He was with Mr. Taylor and would be
willing to come to London at short notice. Mr. Taylor would
be willing to come with him if that was wanted,

Mr. Taylor hoped that, if the Government fwought that tuere
was anything to folbw up in this, they would take advantage of
the advancs notice in order to make the fi.st response,




The Scottish National Party today put [orward positive proposals
for the solution of both the constitutional and the economic

cerisis, They involve:

1. Support for any Government which comes to a fair and

Jjust settlement with the miners and gets the country back to

the five day week.

2. The establishment forthwith of a Scottish Assembly with

powers considerably beyond those recommended in the Kilbranden

Report.
3. An immediate prices, rents and rates freeze.

Speaking in Edinburgh on behalf of seven Nationalist MPs, Billy
Wolfe, the Party Chairman, said 'Our prime responsibility is to
the people of Scotland, These proposals are tabled openly for
consideration by both the Labour and Conservative Parties. They
offer a positive solution to both the constitutional and the
economic crisis. The SNP will do no deals beyond closed doors.
As of now, the verdict of both Heath and Wilson is not proven.

If they both continue to seek personal power, and ignore the rightful
aspiration of the Scottish people they will clearly be Judged
guilty. Mr. Wolfe continued "Lord Kilbrandon indicated thet it
was up to the people of Scotland to .tate whether they wanted to
g0 beyond his recommendations. It is now obvious that they have
voted for a liluuru of sclf-government which goes beyond his
report. Recognising this Parliamencary report will limit its
immediate objective to the establishment of a Scottish Assembly
with substantial powers. These powers will include control over



Scottish oil, the right to promote industry, to vary

pensions and to protect Scottish fishing. In addition, the
Assembly will have a wide measure of fiscal autonomy. " Turning
to the economic crisis, Mr. Wolfe said "In all previous post-war
economic crises under both Labour and Tory administration, the
Scottish people have suffered severely. In these present

crisges, we shall require guarantees that prices will be frozen

by the intruduction of food subsidies. Likewise, there will

have to be & freeze on rents and on domestic rates."



From: The Ri. Hon. Jeremy Thorpe, M.P.
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. Accordingly, | do not believe that a Liberal
oresence jn the Cabinet, desjgned to sustain your
covernment would prove acceptable.

| am glad to note your support for a
reiereme to a Speaker's Eﬂnferenn?, to examine the
unfairness of our present electoral system. | am sure
that this should take place at an appropriate time.

rhed =

The Rt. Hon. Edward Heath, M.B.E., W.P., i-'“' ﬁ
éllllgj I]!;Iun‘ing Etregg, > g
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Statement b t. lon. Jeremy Thorpe, M.P.,
Leader u¥ tn Eiharal Fargy ! i

The Parliamentary Liberal Party this morning
received a report from MNr. Thorpe on the arrangements
proposed by the Prime Minister. A reply has been sent
to 10, Downing Street this afternoon, indicating that
these are not in the national interest.

The outcome of the Election clearly shews that
the electorate is not prepared to give either a Conservative
or a Labour administration a mandate to pursue their
conventional policies.  The six million people, whom we
represent, voted for policies of moderation.  In the
present situation we are convinced that such policies
can only be carried out effectively by a Government af
national unity consisting of member of all Parties, committed to
a linited progranme for an agreed period. This would give
overriding priority to those policies required to be implemented
in the national interest.  The gravity of the country's
ecommic plight is such that Party conflict must be subordinated
to the country's need.

It is now the duty of the other Parties to enter _
into imsediate discussion with a view to achieving this. To this
end we have urged the Prime Hinister to convene an immediate

meeting of the Party Leaders.
4th Karch, P4 9%
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THE PRIME MINISTER saild that a reply had now been recolved
from the Loador of the Liberal Party to the leftor which had been
dospatched to Mr Thorpe following the mecting of the Cahinet
earlior that day. In it Mr Thorpe, as expected, had rejected the
proposal for a Liberal presence in the Goversment: but had
instoad suggested the calling of a conforence botween all the Party
Loaders with a view to the formation of a National Government,
Although in his viow this suggestion was not a practicable one, he
had judged ft advisable to reconvene the Cabinet, At thelr carlior
meeting the view bad bean cxpressed that at some stage the political
and economic situation of the country might require the formation of
a National Government, but there had been agreemont that the time
for it was not ripe. He did not see that Mr Thorpe's proposal
called thia judgment in question, There wan too great a diforence
batween the policies of the Conservative and Labour Partios, and
the Leader of the Labour Party woold almost certainly reboff an
approach at a time when the oconomy might be thought to be about
to recover from the three-day week rather than enter a new pariod
of crisis, He saw no reason therefore to alter his decision to
tendey kls resignation to The Queen although o his reply to

Mr Thorpe he would make the point that if a Labour Administration
ware formed and pursued Mr Thorpe's idea he would consider vory
carefully an invitation to o meoting of Party Leaders,

The Cablnot -

Took note, with approval, of the statement
by the Minister, @
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LETTER TO: THE RT. HON. JEREMY THORPE, MP

Thank you for your letter of this afterncon.

My colleagues and I regret that you do not feel able to

accept our offer of Liberal participation in Government.~.,

- — ———

As to your suggestion for a government of national unity,
I must remind you that the Leader of the Labour Party, which is
the party with the largest number of seats in the new House of
Commons, has already said that he would not enter into any

coalition or understanding with any other party. Ein-;;;;;ﬂhﬁ

—

circumstances 1 have decided that the right course is for me .’

to tender mg_;g;igggﬁicﬂE:] If Mr. Wilson is invited to form

an administration, he will no doubt consider whether to pursue

your proposal. Were he to do so, my colleagues and I would

AN,
of co e consider very carefully an ipvitation to jotn—in—suach

g.-ﬂ' ﬁm :
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10 Detwning Street
Elhitekall

4 March 1974

i

Thank you for your letter of this afterncon.

My colleagues and I regret that you do not feel able
to accept our offer of Liberal participation in Government.
In these circumstances I have decided that the right course
is for me to tender my resignation.

If Mr. Wilson is invited to form an administration,
he will no doubt consider whether to pursue proposals for a
Government of national unity. Hie has already said that he
would not enter into any coalition or understanding with any
other party. None the less, my colleagues and I would of
course consider very carefully any proposals which he might
make to promote national unity,

The Ht. Hon, Jeremy Thorpe, M.P,



AL the General Election I asked the
nation for a clear mandate for the policies
put forward by the Conservative Covernment

to deal with inflation and the economic
problems faclng the country.

As you all know, the result of the
Election plainly did not give the Covern-
ment such & mandate.

But neither did it give the other major
party an overall majority in the House of
Commons - or even the largest share of the
votes cast,

Because of the economic situation, it
was essential and urgent that an Administration
should be 1ormed which would have sufficient
support in the new House of Commons to provide
the necessary stability to carry on The Queen's
Government.,

In that situation the Cabinet decided
that it was reasonable to see whether a basis
exlsted for an agreement between the Conser-
vative and Liberal Parties which would enahle
a Government to deal effectively with the
over-riding needs of the economic situation,

From the policies put forward by the
Conservative and Liberal Parties it looked as
if there might be enough common ground for a
more broadly-based administretion to be
possible.

S Bue



My colleagues and I belleved that full
Liberal participation ln Government was
essential If we were to ensure a stable
administration capable of taklng the measures
required and able to command confidence both
at home and overseas,

My colleagues and I have spent the last
three days In a strenuous attempt to create
such an administration, but in the event the
Liberal Party felt unable to join us in =
coallition Government,

I have therefore Informed Her Majesty
The Queen that I was unable to form a Covernment
which would command the necessary esnfidence-
and support and tendered my resignation
and that of the Government.

s

(I hexe-advisedHep Hajtestw—ho—inrite
HrT‘Htiﬂﬁn—%G—IG!MHE—EEH—Edmfﬂ%EﬁPEtTﬂni)

When I took offlce as Prime Minlster In
June 1970 I pledged myself and my Government
ko the service of the Nation,

Now In opposition, I renew that pledge.

In the present difficulties 1t must be
right to set aslde partlisan dlfferences and
o act together.

The new Government can be assured of
my support In whatever reallstlic measures
It takes In the Interests of all the people.





