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AN ECONOMIC ADVISERS' COUNCIL (EAC) 


The purpose of t h i s paper i s p r i n c i p a l l y t o set out the most 

important p r a c t i c a l q u e s t i o n s about how an Economic A d v i s e r s ' 

C o u n c i l (EAC) might operate and be o r g a n i s e d . Wider i s s u e s such 

as hov; i  t might r e l a t e t o other bodies such as NEDC or Parl i a m e n t 

are only touched on i n p a s s i n g . 


2. An EAC v/ould be intended t o serve s e v e r a l o b j e c t i v e s : 


^ / a * to p r o v i d e an a u t h o r i t a t i v e and independent o p i n i o n 

on i s s u e s of economic p o l i c y both t o the Government, to 

Parli a m e n t and to the p u b l i c g e n e r a l l y ; 


b. t o promote a wider and deeper understanding o f some 

of the most important t o p i c ? l economic i s s u e s o f the day; 

and 


c. i n p a r t i c u l a r , perhaps, to help i n c r e a t i n g wider 

understanding and acceptance of the need t o overcome 

i n f l a t i o n , and of the p o l i c i e s t h a t r e q u i r e s . 


I t c o u l d be i n t r o d u c e d on i t s own, or as pa r t of wider moves to set 

i n motion the process of economic e d u c a t i o n and i n f o r m a t i o n 

a s s o c i a t e d w i t h the "Forum" i d e a . The i s s u e s e x p l o r e d belov; are 

c o n s i s t e n t w i t h e i t h e r a l t e r n a t i v e . 


TERMS OF REFERENCE AND AGENDA 


3. I t would be n a t u r a l t o expect the EAC to undertake two ki n d s 

of work, and f o r them to be r e f l e c t e d i n i t s terms of r e f e r e n c e : 

f i r s t , r e g u l a r r e p o r t s on the c e n t r a l i s s u e s of economic p o l i c y ; 

and second, a number of ad hoc r e p o r t s on important i s s u e s of the 

day. 
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i . The r e g u l a r r e p o r t s c o u l d be once or t w i c e y e a r l y , 

but probably not more f r e q u e n t . T h e i r form and t i m i n g 

would depend on a v a r i e t y of m a t t e r s , many of which can 

only be r e s o l v e d at a l a t e r stage. Relevant f a c t o r s 

i n c l u d e whether or not t h e r e i s a Forum, the t i m i n g of 

the Budget, the t i m e t a b l e s f o r s e t t i n g monetary t a r g e t s , 

and the annual p a t t e r n of the wage round. 


i i  . S ubject to these r e s e r v a t i o n s and assuming two 

r e g u l a r r e p o r t s a y e a r , i  t would be n a t u r a l to produce 

one s h o r t l y a f t e r the New Year i n time to c a t c h the 

Budget making season, and one i n the l a t e Summer as a 

background to the resumption of p a y - b a r g a i n i n g i n the 

Autumn. 


i i i  . The ground t o be covered i n a r e g u l a r r e p o r t would 

i n c l u d e an a p p r a i s a l of the economic prospect and the 

v a r i o u s f o r e c a s t s and judgement made about i  t by o t h e r s . 

The r e a l purpose would be to focus i m p l i c i t l y or e x p l i c i t l y 

on p o l i c y i s s u e s . The r e p o r t s might s p e l l out the 

c o n s t r a i n t s imposed by economic r e a l i t y , the i m p l i c a t i o n s 

of Government p o l i c y or of important p o l i c y p r o p o s a l s of 

g e n e r a l i n t e r e s t and, perhaps, shed l i g h t on more p a r t i c u l a r 

economic problems. 


i v . S p e c i a l s t u d i e s c o u l d be i n i t i a t e d i n a v a r i e t y of 

ways. They c o u l d be commissioned or requested by M i n i s t e r s , 

P a r l i a m e n t or the p a r t i c i p a n t s i n the Forum, or s t a r t e d by 

the EAC i t s e l f without o u t s i d e p r e s s u r e ; or both coul d be 

p e r m i t t e d . Examples of i s s u e s which might, i n the p a s t , 

have b e n e f i t e d from such treatment i n c l u d e : the adjustment 

to the 1973/7^ o i l c r i s i s ; use of North Sea O i l ; the 

c o l l a p s e of p r o f i t s ; p u b l i c and p r i v a t e s e c t o r pay; the 

"case f o r 3 h o r t e r working hours" and so on. 
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v. A l l these r e p o r t s would i d e a l l y be w r i t t e n w i t h 

more than u s u a l emphasis on p r e s e n t a t i o n . The r e t i c e n c e 

of some o f f i c i a l prose and the somewhat academic s t y l e 

used by most economists, by the German Wise Men or the 

American CEA must be avoided as f a r as p o s s i b l e . 


v i . Past experience suggests t h a t the EAC w i l l be most 

l i k e l y t o e s t a b l i s h i t s e l f f i r m l y i f i t has a w e l l d e f i n e d 

d e s t i n a t i o n to which i t must r e p o r t . T h i s p o i n t i s made 

more f u l l y i n a b r i e f note by Treasury o f f i c i a l s which i s 

annexed to t h i s paper. 


4. To f u l f i  l the e d u c a t i o n t a s k p r o p e r l y , the EAC Members - and 

p a r t i c u l a r l y i t s chairman - would have to present t h e i r views to 

the o u t s i d e world from time to time both i n p u b l i c and i n p r i v a t e : 

on t e l e v i s i o n and r a d i o ; b e f o r e s e l e c t committees; at o c c a s i o n a l 

conferences and seminars; and probably p l a y a c e n t r a l r o l e i n the 

Forum. T h i s v/ould have to be c l e a r l y understood from the s t a r t 

and should e i t h e r be a f e a t u r e of the terms of r e f e r e n c e , or of 

any l e t t e r of guidance g i v e n by M i n i s t e r s at the o u t s e t . 


*- LOCATION AND STATUS 


5. Where the EAC i s based has a c o n s i d e r a b l e b e a r i n g on i t s 

s t a t u s , how i t s work would be regarded by the o u t s i d e world and 

how i t s members are appointed. Given a p a r t i c u l a r l o c a t i o n , i t s 

r e l a t i o n s h i p w i t h i t s parent body c o u l d be c l o s e , i n v o l v i n g f o r 

example shared s t a f f ; or i t c o u l d be d i s t a n t , i n v o l v i n g l i t t l e 

more than "pay and r a t i o n s " i n common. In weighing up these 

a l t e r n a t i v e s , i t has to be borne i n mind t h a t t h e r e are many 

cheaper and s i m p l e r ways of i n c r e a s i n g the range of economic 

a d v i c e a v a i l a b l e i n t e r n a l l y t o M i n i s t e r s than c r e a t i n g an EAC. 

However, much of the purpose of an EAC i s to have a p u b l i c impact. 

To do t h a t r e q u i r e s a g e n u i n e l y independent body, which i s seen to 

be and b e l i e v e d t o be " f r e e s t a n d i n g " , and not merely a s t a l k i n g 

horse of the a u t h o r i t i e s . 
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'6. 


t / 0 

i . I t could be based i n some way i n the Treasury. 

To some extent t h i s might h e l p access t o data and the 

Treasury's own model. 


i i  . Another range of a l t e r n a t i v e s would be attachment 

to No 10, the CPRS, or the Cabinet O f f i c e . T h i s k i n d of 

l o c a t i o n has a number of precedents. I t would c r u d e l y 

p a r a l l e l the American CEA, which r e p o r t s d i r e c t t o the 

P r e s i d e n t . — 


i i i . I t co u l d be c r e a t e d as an adjunct t o a P a r l i a m e n t a r y 

body, f o r example an Economic or Treasury S e l e c t Committee 

i f one were ever c r e a t e d . However, such a formal l i n k might 

make i t more awkward to get the r i g h t members and s t a f f , at 

l e a s t u n t i l S e l e c t Committees have become more s t a b l e and 

c o n s i s t e n t bodies. Furthermore, i t i s i n no way necessary 

i f one wants an EAC w i t h a P a r l i a m e n t a r y l i n k , which coul d 

be assured almost r e g a r d l e s s of l o c a t i o n . 'Were t h e r e t o be 

d i r e c t i o n or c o n t r o l by a S e l e c t Committee the EAC co u l d 

w e l l become s e r i o u s l y c o n s t r a i n e d i n u n p r e d i c t a b l e ways. 


i v . I t could be r e l a t e d - l o o s e l y or c l o s e l y - to the NEDC 

and NEDO. There would be a c e r t a i n l o g i c i n t h i s i f an 

enlar g e d NED C o u n c i l were to be the nucleus f o r the "Forum", 

s i n c e the EAC would presumably p r o v i d e important i n p u t i n t o 

the C o u n c i l , but the same k i n d s of argument would p o i n t the 

other way i f the Forum were to be l o c a t e d elsewhere. The 

EAC's a c t i v i t i e s would not f i t i n very n a t u r a l l y w i t h the 

normal work of the NEDO o r g a n i s a t i o n , and th e r e might be 

awkward q u e s t i o n s about s e p a r a t i n g i t s r o l e and managenent 

from t h a t of NEDO. Furthermore, i t s p a r t i n the a c t i v i t i e s 

of the Forum could be supported almost e q u a l l y w e l l from the 

other l o c a t i o n s , r e g a r d l e s s of where the Forum i s based. 
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v. F i n a l l y i t c o u l d be f o r m a l l y q u i t e "independent" 
l i k e a Standing Royal Commission or Quango. This c o u l d 
have some disadvantages. But i  t i s the only arrangement 
which seems to be f u l l y c o n s i s t e n t w i t h the EAC's b a s i c 

o b j e c t i v e s . A l l the other a l t e r n a t i v e s d i s c u s s e d above 

are d i f f i c u l t t o r e c o n c i l e f u l l y w i t h the appearance or 

r e a l i t y of independence, though not always s e r i o u s l y so. 


POLITICS AND DOCTRINES 


7. The p o l i t i c a l and d o c t r i n a l balance to be sought i n s e t t i n g 

up an EAC are important i s s u e s . While i t would be u n r e a l i s t i c 

to expect t h a t the EAC should be t o t a l l y a p o l i t i c a l , i t would, 

e q u a l l y , be i n e f f e c t i v e i f i t v/ere seen as i n essence a p o l i t i c a l l y 

p a r t i s a n o r g a n i s a t i o n . How to f i n d the " j u s t e m i l i e u " i s something 

to be v/orked out i n p r a c t i c e r a t h e r than d e f i n e d i n p r i n c i p l e . 

But i  t would c l e a r l y be reasonable to envisage an EAC one or two 

of whose members v/ere known t o be sympathetic t o the Government*. 


8. A somewhat s i m i l a r i s s u e a r i s e s over what breadth of economic 

p h i l o s o p h y and d o c t r i n e the membership should embrace. Were i  t 

only to i n c l u d e one narrow s c h o o l of thought, whether m o n e t a r i s t , 


**" Keynesian or any o t h e r , the EAC's a u t h o r i t y and c r e d i b i l i t y would 

not be very g r e a t . At the other extreme, a membership embracing 

both a near M a r x i s t member of the "New Cambridge" Group and a 

pure F r i e d m a n i t e would make i  t u n l i k e l y t h a t the EAC coul d agree 

about a n y t h i n g of i n t e r e s t . 


9. The means by which the key members of the EAC are s e l e c t e d 

has a b e a r i n g on both i s s u e s . I f nomination i s i n the hands of 

M i n i s t e r s , then a coherent body can be c o n s t i t u t e d , though at the 


* The " f i v e v/ise men" i n the German A d v i s e r s C o u n c i l (known as the 

Sachverstflndigenrat)are a l l independents p o l i t i c a l l y , w h i l e the more 

s e n i o r members of the American CEA are normally well-known Democrats 

or R e p u b l i c a n s . T h i s d i f f e r e n c e i n c o m p o s i t i o n r e f l e c t s a d i f f e r e n c e 

i n r o l e s . The CEA i s geared above a l l t o a d v i s i n g the P r e s i d e n t , 

hence the unavoidably p o l i t i c a l nature of i t s membership. The German 

C o u n c i l i s intended to educate the p u b l i c , f o r which purpose the l e s s 

p o l i t i c a l c o l o u r i n g the b e t t e r . 
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r i s k of t h e i r being swept away and r e p l a c e d "en masse" whenever 

the Government changes. V/ere t h e r e to be seats e f f e c t i v e l y i n 

the g i f t of the CBI and TUC or a S e l e c t Committee, then s t r i k i n g 

a proper p o l i t i c a l or d o c t r i n a l balance would be much more a 

matter of chance. And the e f f e c t s of e l e c t i o n s might not be t h a t 

d i f f e r e n t . 


MEMBERSHIP 


10. 

i . In p r a c t i c e the EAC would i n e v i t a b l y have as i t s 

k e r n e l a s m a l l number of key f i g u r e s . I t would have to 

have some s t a f f b a c k i n g , though not n e c e s s a r i l y much or 

e n t i r e l y f u l l time. 


i i  . There would be room f o r c h o i c e i n drawing the 

d i v i d i n g l i n e between "members" and " s t a f f " . The Germans 

have f i v e "members" and a s m a l l anonymous s u p p o r t i n g 

s t a f f , which i s based on the Bundesamt f i l r S t a t i s t i k , f o r 

whose r o l e t h e r e i s no exact B r i t i s h analogue. The 

American CEA c o n s i s t s of more than a dozen economists, 

of whom the chairman and h i s two d e p u t i e s are p u b l i c 

f i g u r e s of some r e a l weight. 


i i i  . Assuming t h e r e are to be "members" and " s t a f f " , the 

obvious a l t e r n a t i v e s would be three or f i v e members, 

i n c l u d i n g the chairman. More would be unwieldy. The 

q u e s t i o n of s t a f f numbers cannot be determined so s i m p l y . 

For i t w i l l depend on the term and r e f e r e n c e , working 

methods and d e c i s i o n s on a number of other p r a c t i c a l 

i s s u e s , some of which are d i s c u s s e d elsewhere. 


i v . The Chairman would o b v i o u s l y have to be a person 

of some weight, and a goon o r g a n i s e r of work:, on top 

of r ecent economic developments, both i n p o l i c y and 

a n a l y s i s ; and, i m p o r t a n t l y , a competent p u b l i c performer. 
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v. The members c o u l d be f u l l - t i m e , a m i x t u r e , or 

e n t i r e l y p a r t - t i m e w i t h , perhaps, only the head 

p u t t i n g i n more than two or thr e e days a week on 

average throughout the year. On any p l a u s i b l e 

assumptions, the p a t t e r n of work i s l i k e l y to be 

f a i r l y s e a s o n a l . T h i s c o u l d matter a l o t , p a r t i c u l a r l y 

i f u n i v e r s i t y posts are at s t a k e , or members (and s t a f f ) 

have o u t s i d e o c c u p a t i o n s , whether t e a c h i n g , r e s e a r c h or 

c o n s u l t a n c y , which they cannot or would not wish t o 

abandon. 


v i . The members should not be s o l e l y p r o f e s s i o n a l 

economists or academics, though they s h o u l d , perhaps, 

be regarded as economists i n the widest sense of the 

word. One might a l s o aim to i n c l u d e some o f the 

f o l l o w i n g o c c u p a t i o n s : f i n a n c i a l j o u r n a l i s t ; C i t y 

person; ex-economist p o l i t i c i a n ; management 

c o n s u l t a n t ; or e c o n o m i c a l l y l i t e r a t e businessman. 


STAFF AND METHOD OF WORK 


11. 

i . The s u p p o r t i n g s t a f f would best be drawn p a r t l y 

from U n i v e r s i t y or p r i v a t e s e c t o r c i r c l e s , p a r t l y from 

Government s t a t i s t i c i a n s and economists on secondment. 

Probably only t h r e e or f o u r f u l l time graduates would 

be needed. I t would, i n any case, be d e s i r a b l e t o 

d e f i n e f i r m l y i n advance the l i m i t s of s t a f f and fund i n g 

w i t h i n which the o r g a n i s a t i o n was to operate. 


i i  . The EAC must be expected to draw on work and ideas 

from a v a r i e t y of o u t s i d e s o u r c e s , whether i n s t i t u t i o n s 

or i n d i v i d u a l s , and whether i n the UK or elsewhere. 
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Th i s might not be very expensive p a r t i c u l a r l y i f 

such s t u d i e s were as a r u l e p u b l i s h e d , as would i n 

any case be d e s i r a b l e f o r some r o u t i n e work. Access 

to the f o r e c a s t i n g models of the Treasury and London 

Business School - and, no doubt, of ot h e r bodies i  f 

need be - c o u l d d o u b t l e s s be arranged without d i f f i c u l t y . 

The EAC s h o u l d , as a r u l e , be a b l e to o b t a i n b a s i c s t a t i s t i c s 

and m a t e r i a l from the o f f i c i a l machine at n e g l i g i b l e c o s t 

whether i n terms of money or the workload of o f f i c i a l s . 


i i i  . A d e c i s i o n would have to be made about whether the 

EAC was to h o l d h e a r i n g s or p u b l i s h evidence, p a r t i c u l a r l y 

i f i t i s to be set up on l i n e s not u n l i k e those of a Royal. 

Commission. There seems to be l i t t l  e p o i n t , and some 

danger, i n r e q u i r i n g i  t to do so. But e q u a l l y t h e r e would 

be no reason f o r r u l i n g out e i t h e r course of a c t i o n i n the 

terms of r e f e r e n c e or guidance. 


STARTING UP 


12. There are a number of u n r e l a t e d but important p o i n t s worth 

s t r e s s i n g : 


i . t o secure members or s t a f f i n time to begin work by 

t h i s Autumn and, t h e r e f o r e , t o be i n time t o p u b l i s h next 

S p r i n g w o u l d , i f i t i s p o s s i b l e at a l l , r e q u i r e f a i r l y 

s w i f t a c t i o n ; 


i i  . some of the d e t a i l s of the EAC's shape and modus 

operandi may i n p r a c t i c e have to be a matter f o r n e g o t i a t i o n 

w i t h the chairman d e s i g n a t e . So, a f o r t i o r i , may the s t a f f . 
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i i i  . D e c i s i o n s about an EAC would have i m p l i c a t i o n s 

f o r the way i n which the Treasury undertakes and 

p u b l i s h e s i t s own f o r e c a s t s , f o r the e v o l u t i o n of 

Pa r l i a m e n t a r y Committees, and f o r moves towards the 

Forum i d e a . 


i v . T h i s note d e l i b e r a t e l y does-not go i n t o q u e s t i o n s 

of p e r s o n a l i t i e s . But a l i t t l e thought makes i t q u i t e 

c l e a r t h a t t h e r e i s not a very wide range of s u i t a b l e 

c a n d i d a t e s from which t o chose members or a chairman. 


CONCLUSIONS AND RECOMMENDATIONS 


13. To sum up the key recommendations of t h i s paper, i f an 

EAC i s set up i t should: 


oe	 independent 


have 3 or 5 members and a s m a l l s u p p o r t i n g s t a f f 


-	 prepare one or two r e g u l a r r e p o r t s a y e a r , and do 

some ad hoc s t u d i e s e i t h e r at the request of ot h e r s 

or on i t s own i n i t i a t i v e ; and 


the f i n a l d e t a i l s should not be f i x e d without c o n s u l t i n 

the chairman d e s i g n a t e , or en s u r i n g c o n s i s t e n c y w i t h 

other r e l a t e d p l a n s . 


ADAM RIDLEY 

15 June 1979 
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ECONOMIC ADVISERS' COUNCIL - PAST EXPERIENCE 


Note by Treasury O f f i c i a l s 


1. There have been other attempts by C o n s e r v a t i v e a d m i n i s t r a 

t i o n s to set up a d v i s o r y bodies which would encourage an u n d e r s t a n d i n g 

of the economic problems f a c i n g the country. But they have foundered 

or proved s h o r t - l i v e d u s u a l l y because of o p p o s i t i o n from the t r a d e 

unions. 


2. The c l o s e s t p a r a l l e l to what we now have i n mind was the 

C o u n c i l on P r i c e s , P r o d u c t i v i t y and Incomes (COPPI) set up i n 1958 
"to keep under review changes i n p r i c e s and p r o d u c t i v i t y and the 

l e v e l of incomes" w h i l e "having regard t o the d e s i r a b i l i t y of f u l l 

employment and i n c r e a s i n g standards of l i f e based on expanding 

p r o d u c t i o n and reasonable s t a b i l i t y of p r i c e s " . I t s f i r s t two 

r e p o r t s , s t r o n g l y i n f l u e n c e d by S i r Dennis Robertson, aroused a 

storm of p r o t e s t from the t r a d e unions. I t s t h i r d and f o u r t h 

r e p o r t s , r e f l e c t i n g the views o f a labour market economist, 

P r o f e s s o r Henry Phelps Brown, were l e s s u n p a l a t a b l e to the unions 

but had l i t t l e impact g e n e r a l l y . The C o u n c i l was wound up i n 1961 

when i  t had become c l e a r t h a t i  t had no f u r t h e r u s e f u l l i f e . 


3. Two l e s s o n s can be drawn from t h i s e x p e r i e n c e : f i r s t , t h a t 

the membership of the c o u n c i l needs t o embrace the main stream of 

economic t h i n k i n g w h i l e a v o i d i n g the extremes at e i t h e r end of the 

spectrum i f i t i s t o a v o i d the charge of b e i n g p a r t i s a n ; second, 

to make a widespread p u b l i c impact the r e p o r t s need to be presented 

and d i s c u s s e d i n a wider economic forum, which i n c l u d e s both 

employer and employee r e p r e s e n t a t i o n . 
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