” THE ROAD TO HYPER- lNFLATlON IS

PAVED WITH GOOD INTENTIONS

The first impression of the
shoot-out at the Downing Street
corral is that the film has been
miscast. It is the good guys in

white hats who are in the wrong
and the bad guys in black hats
who are in the right. There is no
doubt who the good guys are.
Jhm are d
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'lun Mr James Lgm_\lu
I'UCr dlk(.‘l and, for most of
the time, Mr Norman St John
Stevas. It is said by some people
that Mr Whitelaw is not as much
of a good guy as he looks, but
he is unquestionably a cowboy
on the OK ranch.

The odd thing about the good
guys is that they are indeed
good. They are sympathetic and
interesting pohllcmm who have a
sense of the unity of Britain, and
a consciousness of their descent
from the moderate and progres-
sive wing of the Conservative
Party. Their politics may be
tender, when judged by the
psychological division between
tough and tender-mindedness,
but their characters are not
feeble. Mr Whitelaw’s courage |n
Northern Ireland, Mr Prioi
tough defence of a moderate
mistaken policy, Lord Carring-

ton’s vigorous pursuit of his
political objecuves. make the
adjective “wet " singularly inap-

pmpnalc It would be just as
appropriate to describe Sir Win-
ston Churchill as wet for having
served under Asquith and above
Butler in reforming govern-
ments,

Wrong about
two things

1f the good guys are in error—
and, alas, they are—irt is not the
result of belonging to the wrong

political tradition, because
mdeed rhey belong to the better
one ; nor is it the result of weak-
ness of character, for their
characters are at least as strong
as the characters of those whose
policies they criticize. They are
wrong about two things. They do
not understand the difference be-

economic policy between the
scholarship of the editor and the
simplicity of the politician.

Mr James Prior cares enough
about economics to be emotion-

ally stirred by them, He can
become very angry about eco-
nomic propositions which he

believes will (I.unm.c social wel-
fare. Yet he is not given to
analysing alternatives. ~ When
confronted with an unwelcome
economic proposition he will
turn and charge, as it is said
that an enraged rhinoceros will
turn and charge at the sound of
his own droppings.

No soft options
to hand

We have therefore & conflict
inside the Conservative Cabinet
not between Friedmanites and
Keynesians, but between econo-
mists and non-economists. It is
true that there are Conservatives
outside the Government who
have studied economics and who
do disagree with the views of
the Prime Minister, of Sir Keith
Joseph and of the Treasury
ministers. One of the most
interesting of these is Mr Peter
Tapsell, who has spent twenty
years on the back benches as a
penalty for being too intelligent
for the comfort of one Conserva-
tive government or anmher Yet
the main
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Tust the
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ey are simply not com-
petent to make—but because
they do not want people to be
hurt by deflation, and cannot
bring themselves to accept that
higher inflation would hurt them
still more.

The social welfare conserva-
tism which developed after the
war under the leadership of Lord
Butler was firmly founded on the
economic circumstances of that
time. In the early 1950s there
were comparatively low rates of

tween the 1950s and the 1980s
and o i
ec ey al istorically
out oE phase and intellectually
out of their depth.
It is sometimes represented
that the division in the Cabinet
is between Friedmanites and
Keynesians. Indeed the economic
of the Treasury

inflation and the government’s
share of national expenditure
was also still comparatively low.
In the 1980s we have very high
rates of inflation and the
government share of national
expenditure is extremely high.
No policy is viable which will not
reduce inflation, which is itself
a great social evil.
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If the critics do not want what
the Chancellor and the Prime
Minister are offering, what do
they want? Do they want a
higher public sector borrowing
|Lquancm? If so, are they
going to finance it by higher
interest rates or by higher in-
flation ? Do they want public
expenditure to be maintained or
cut? If cut, where else would
they cut it ? If maintained, how
will they pay for it? So they
want higher taxes? On income,
or on expenditure ? There are
no soft options in public expen-
diture : either the government
cut expenditure, or they accept a
higher borrowing requirement or
higher taxes, or they will cause
even higher inflation. Some
increases in taxation are already
inevitable:

Do the discomfortable col-
leagues want to have a more
rapid rate of increase of the
money supply? Some of them
talk about monetarism as if it
were an alien doctrine which
was lowering the standards of
living of the British people and
causing unemployment. In logic
that ought to mean that they
believe Ihat a higher rate of
increase in the money supply at
the present moment would be to
the benefit of the country. Do
the anti-monetarists want more
money to be poured into the
economy, and can they believe
that such an increase would not
cause inflation to accelerate still
more rapidly?

A bigger budget deficit or a
larger increase in the mone;
supply are the only alternatives
to those harsh policies which at
present tend to make the Gov-
ernment unpopular. The price of
either is higher inflation. Past
governments have tried to get
out of this difficulty by imposing
incomes polmy Here again there
are questions to be put to th s;
members of the Government who
are not fully behind the policy
of the Treasury ministers.

Far too short
a time
Do they believe, as politi

that a statutory or voun
incomes policy is open

Conservative Governmeixt, qum

the present attitude of
unions ? 1f they do nm,
incomes policy can be
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at least for the present and for a t




