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RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE TUC 

ECONOMIC COMMITTEE AT NO. 10 AT 1500 HOURS ON MONDAY 25 JUNE 1979 


PRESENT 


The Prime M i n i s t e r Lord A l l e n 
C h a n c e l l o r of the Exchequer 
S e c r e t a r y of S t a t e f o r Employment 
Mr. Ian Gow 
Mr. David Wolfson 
Mr. C l i v e Whitmore 

Mr. David B a s n e t t 
Mr. Frank Chappie 
Mr. Tony C h r i s t o p h e r 
Mr. G e o f f r e y D r a i n 
Mr . Moss Evans 
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Mr.

 Henry James 
 Tim L a n k e s t e r 

Mr. 
Mr. 
Mr. 

A l a n F i s h e r 
Joe Gormley 
Tom Jackson 

Mr. C l i v e J e n k i n s 
Mr. 
Mr. 

T. P a r r y 
Harry Urwin 

Mr. 
Mr. 

Len Murray 
Norman W i l l i s 

Mr. David Lea 
Mr. 
Mr. 
Mr. 
Mr. 

B i l  l C a l l a g h a n 
Currirning 
Percy 
Barber 

Lord A l l e n s a i d t h a t the Economic Committee much a p p r e c i a t e d 

the Prime M i n i s t e r ' s w i l l i n g n e s s t o meet them. Mr. Murray's 

l e t t e r of 13 June s e t out the main p o i n t s which they wished t o 

d i s c u s s , and they would welcome the Prime M i n i s t e r ' s comments. 


The Prime M i n i s t e r s a i d t h a t she was d e l i g h t e d to r e c e i v e 

the TUC Economic Committee, and she hoped t h a t they would come 

back ag a i n when they wished. She b e l i e v e d t h a t the aims of 

the Government were the same as the aims of the TUC, even 

though t h e r e might be some disagreement on the means. The 

p r i n c i p a l o b j e c t i v e must be to r a i s e s t a n d a r d s of l i v i n g , but 

the Government c o u l d not ach i e v e t h i s on i t s own. T h i s had 

to be done on the shop f l o o r . The Government's r o l e would 

be to c r e a t e the r i g h t environment. The second aim must be 

to reduce unemployment. But genuine j o b s must be c r e a t e d , 

and t h i s c o u l d o n l y be done i f the j o b s i n q u e s t i o n were 

p r o f i t a b l e . She d i d not l i k e low wages, but t h i s c o u l d o n l y 
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be overcome by i n c r e a s i n g output. As she had s a i d many t i m e s , 

i f the people wanted a German s t a n d a r d of l i v i n g , then they must 

have a German s t a n d a r d of output. There was no sh o r t a g e of 

demand i n the economy, as evidenced by the import f i g u r e s 

f o r the past year. For example, c a r imports had i n c r e a s e d 

very r a p i d l y , w h i l e UK output had s t a g n a t e d . The problem 

was t h a t i n d u s t r y was not p r o d u c i n g t o meet the demand t h a t 

was t h e r e . 


Thus, i t was v i t a l t o r a i s e s t a n d a r d s of l i v i n g and t o 

c r e a t e more j o b s . The Government c o u l d h e l p w i t h t h i s by 

impr o v i n g i n c e n t i v e s , and t h a t was what the Budget had s e t 

out to do. B e t t e r i n c e n t i v e s were bad l y needed; f o r i  t 

was o n l y r e a s o n a b l e t h a t p e o p l e s h o u l d want t o work f o r a 


for t h e i r families 
h i g h e r s t a n d a r d of l i v i n g / Furthermore, i t was e s s e n t i a l 

t h a t the "market s e c t o r " s h o u l d be s u c c e s s f u l i  f we were to 

have expanding p u b l i c s e r v i c e s . 


Mr. Murray welcomed the Prime M i n i s t e r ' s opening comments. 

He s a i d t h e r e was a f a i r amount of agreement amongst the TUC 

on the aims of the Government, but t h e r e was argument about 

the methods. However, whatever t h e i r disagreements w i t h the 

Government, they were anx i o u s t o p l a y an a c t i v e r o l e i n 

s o l v i n g the c o u n t r y ' s b a s i c problems - f o r example i n NEDC, 

through MSC and ACAS, and more d i r e c t l y by c o n s u l t i n g w i t h 

government. S u c c e s s i v e governments had r e c o g n i s e d the need 

f o r c l o s e c o n s u l t a t i o n s w i t h the TUC, and they hoped t h i s 

would c o n t i n u e . 


As r e g a r d s aims, c r e a t i n g more j o b s and imp r o v i n g the 

st a n d a r d of l i v i n g were h i g h on t h e i r l i s t of p r i o r i t i e s . 

But they were bound to say t h a t the Government's proposed methods 

would not, i n t h e i r view, m e e t these aims. In t h e i r view, 

the Government's approach r e p r e s e n t e d a r e t r e a t to the f i n a n c i a l 

orthodoxy of the 1930's. The TUC had hoped t h a t the Government 

would c o n t i n u e to b u i l d on the p o l i c i e s s e t out i n the 1944 

White Paper but i n s t e a d , the Government's approach would s i m p l y 
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mean a d e c l i n e i n o u t p u t , employment and l i v i n g s t a n d a r d s 

over the next year. Moreover, they c o u l d not see how the 

Budget would squeeze out i n f l a t i o n . I n f l a t i o n was a major 

worry; and a l t h o u g h t h e r e were arguments about the m e r i t s 

of the RPI as an i n f l a t i o n i n d i c a t o r , t h i s was s t i l  l the 

measure which t r a d e union members lo o k e d a t . The Budget 

and o t h e r r e c e n t p r i c e i n c r e a s e s were i n c o m p a t i b l e w i t h the 

s t r u g g l e t o keep i n f l a t i o n down. 


Mr. Murray went on t o say t h a t i  f the TUC f e a r s were 

r e a l i s e d , the c o u n t r y would be heading towards a s i t u a t i o n 

of "dynamism" r a t h e r than a s i t u a t i o n which needed "de
dynamising". The Government would i n e v i t a b l y have t o account 

f o r t h i s . 


The TUC were concerned about the r e g r e s s i v e n ature of 

the t a x c u t s i n the Budget. They were, moreover, s c e p t i c a l 

of the i n c e n t i v e argument. The s t u d i e s on t h i s s u b j e c t d i d 

not support the p r o p o s i t i o n t h a t t h e r e would be a s i g n i f i c a n t 

s u p p l y s i d e response. Moreover, i t seemed a l l too l i k e l y 

t h a t i n f l a t i o n would more than take up the r e d u c t i o n i n 

t a x a t i o n . The c u t i n the s o c i a l wage, which the p u b l i c 

e x p e n d i t u r e r e d u c t i o n s i m p l i e d , was a l s o a m atter of concern. 


The TUC a l s o had r e s e r v a t i o n s about the d e c i s i o n to end 

the r a t i n g r e v a l u a t i o n . T h i s would mean the c o n t i n u a t i o n 

of i n e q u i t i e s i n the r a t i n g system, and they hoped t h a t 

the Government would r e c o n s i d e r the d e c i s i o n . 


As f o r the p u b l i c s e r v i c e s , the TUC d i d not wish to 

defend waste and they were keen t o see improvements i n 

e f f i c i e n c y i n the p u b l i c s e r v i c e s . But c u t s of an a r b i t r a r y 

k i n d would i n c o n v e n i e n c e people and damage the s e r v i c e s i n 

q u e s t i o n ; and they c o u l d i n v o l v e a net c o s t - f o r example, 

c u t s i n bus s e r v i c e s c o u l d mean i n c r e a s e d c o s t s f o r the 

economy as a whole. Moreover, c u t s i n p u b l i c s e r v i c e s would 

have employment i m p l i c a t i o n s f o r the p r i v a t e s e c t o r as w e l l . 


/ The TUC 
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The TUC welcomed the p e n s i ons i n c r e a s e which had been 

announced f o r November, but they were apprehensive about the 

change t o a s i m p l e p r i c e s b a s i s . They were a l s o concerned 

about the f a i l u r e t o u p r a t e c h i l d b e n e f i t . The TUC understood 

t h a t i n c r e a s e d s o c i a l s e c u r i t y b e n e f i t s must i n v o l v e a 

r e - d i s t r i b u t i o n o f income, and they had c h a l l e n g e d t h e i r 

members to accept t h i s . 


Mr. Murray then r e i t e r a t e d the TUC's endorsement f o r the 

Prime M i n i s t e r ' s view t h a t the f i r s t e s s e n t i a l was to have a 

more c o m p e t i t i v e economy. One aspect of t h i s was the a p p l i c a 

t i o n and e x p l o i t a t i o n of new t e c h n o l o g y . The TUC were 

committed to t h i s , but t r a d e union members needed to be c o n f i d e n t 

t h a t they would not l o s e t h e i r j o b s ; and p u b l i c e x p e n d i t u r e 

i n support of i n d u s t r y helped t o p r o v i d e t h a t c o n f i d e n c e . 

The p r e s e n t o u t l o o k f o r s c h o o l l e a v e r s was p a r t i c u l a r l y grim, 

g i v e n the c u t s i n the Youth O p p o r t u n i t i e s Programme and i n 

the p u b l i c s e r v i c e s g e n e r a l l y . 


Mr. Murray c o n t i n u e d t h a t the E l e c t i o n had not changed the 

b a s i c economic a r i t h m e t i c . In p a r t i c u l a r , i m p o r t s c o n t i n u e d 

to r i s e . However, much o f i n d u s t r y ' s equipment was 

o b s o l e s c e n t , and i t would o n l y be a b l e to compete i  f g i v e n 

the n ecessary time t o change. The Government's proposed " p u l l 
back" from i n d u s t r y would make t h i s more d i f f i c u l t . 


The TUC were concerned about the proposed s a l e of the 

BP s h a r e s . In view of the c u r r e n t o i l s i t u a t i o n , i t would be 

much b e t t e r to r e t a i n our e q u i t y i n t e r e s t s i n o i l  . 


They b e l i e v e d t h e r e was a r o l e f o r the p r i v a t e and p u b l i c 

s e c t o r s i n the economy. But t h i s r e q u i r e d a f l e x i b l e approach 

from government. The d e c i s i o n to cut back the NEB was not 

conducive to t h i s . 


The TUC c l a i m e d a r i g h t t o a d v i s e and c o n s u l t w i t h 

government; and they hoped t h a t the p r e s e n t Government would 
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take advantage of t h i s . The q u a l i t y o f the t r a d e union r e l a t i o n 

s h i p w i t h government would be determined very much by the 

Government's own i n i t i a t i v e s . The t r a d e unions had t h e i r own 

r e s p o n s i b i l i t i e s , f o r example i n p r o t e c t i n g j o b s , j u s t as 

the Government had i t s r e s p o n s i b i l i t i e s . In a d v i s i n g t h e i r 

members, they would have to take i n t o account the way i n which 

the Government responded t o t h e i r concerns. The Government 

had to take r e s p o n s i b i l i t y f o r i t s a c t i o n s , and one of the 

purposes of the pre s e n t meeting was t o draw to the Prime 

M i n i s t e r ' s a t t e n t i o n the l i k e l y consequences of the Government's 

approach to economic p o l i c y . 


The Prime M i n i s t e r s a i d t h a t she agreed t h a t the economic 

a r i t h m e t i c had not changed. The f a c t was t h a t the UK had not 

been l i v i n g w i t h i n i t s means - as evi d e n c e d , f o r example, by 

the massive i n c r e a s e i n e x t e r n a l i n d e b t e d n e s s over the past f i v e 

y e a r s . I t was e s s e n t i a l t h a t our means s h o u l d now be i n c r e a s e d . 

This i n v o l v e d s t i m u l a t i n g people so t h a t the economy would expand. 

She had found i n her v i s i t s around the co u n t r y a g e n e r a l d e s i r e 

t h a t the p r o p o r t i o n of gross pay taken i n t a x a t i o n s h o u l d be 

reduced - so t h a t i n d i v i d u a l s would keep more of the f r u i t s of 

t h e i r own l a b o u r . The Government b e l i e v e d t h a t when the tax 

cu t s came through, some people at l e a s t would respond p o s i t i v e l y 
and e s p e c i a l l y so i n the s m a l l b u s i n e s s s e c t o r . I t was c l e a r 

t h a t s m a l l b u s i n e s s e s would have t o p r o v i d e the j o b s of the 

f u t u r e . L a r g e - s c a l e i n d u s t r y would c o n t i n u e to expand, but 

on the b a s i s of improved e f f i c i e n c y r a t h e r than by c r e a t i n g 

new j o b s . 


The Prime M i n i s t e r then t u r n e d t o Mr. Murray's c r i t i c i s m s 

o f the Budget, which she f e l t were r a t h e r u n f a i r . In the f i r s t 

p l a c e , t h e r e were very few people who would not be helped by 

the Budget. The numbers who were not p a y i n g any tax b e f o r e 

the Budget were very s m a l l , and many people would now pay no t a x 

at a l l thanks t o the Budget; and f a m i l i e s which had not 

been helped by the t a x c u t s would s t a n d t o b e n e f i t from the 

17$ per cent i n c r e a s e i n Family Income Supplement. 
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Secondly, she doubted what Mr. Murray had s a i d about 

i n c e n t i v e s . In the Government's view, the r e d u c t i o n i n 

t a x a t i o n would make a s i g n i f i c a n t d i f f e r e n c e to the way 

people worked. By the same token, t h e r e was a l i m i t t o the 

e x t e n t t o which s o c i a l s e c u r i t y b e n e f i t s c o u l d be i n c r e a s e d ; 

f o r such i n c r e a s e s had t o be p a i d f o r out of t a x . 


T h i r d l y , as r e g a r d s h i g h e r r a t e s of t a x , top management 

deserved t o keep a f a i r p r o p o r t i o n of t h e i r income. I f 

the economy was to improve, management performance must 

improve, too; and managers must be persuaded to s t a y i n the 

UK. I t was n e c e s s a r y , moreover, t h a t pay d i f f e r e n t i a l s 

be " p u l l e d o u t " i n o r d e r a d e q u a t e l y t o reward s k i l l s i n 

g e n e r a l . 


F o u r t h l y , she a d m i t t e d t h a t i n f l a t i o n was a c c e l e r a t i n g . 

But t h i s was p a r t l y due to p r i c e i n c r e a s e s which had a l r e a d y 

been i n the p i p e l i n e b e f o r e the E l e c t i o n , and to r e c e n t o i l 

p r i c e r i s e s . The i n c r e a s e i n VAT t o 15 per cent would a l s o 

have i t  s own impact. However, t h i s was a once-and-for
a l l i n c r e a s e ; o t h e r c o u n t r i e s i n Europe had h i g h e r r a t e s 

of VAT; and 50 per cent of household e x p e n d i t u r e was not 

s u b j e c t to VAT. One of the purposes of s w i t c h i n g from 

d i r e c t to i n d i r e c t t a x a t i o n was to g i v e people a g r e a t e r 

c h o i c e - so t h a t they c o u l d d e c i d e whether t o spend and 

on what, or whether to save. T h i s was what democracy was 

a l l about, and many t r a d e u n i o n members sup p o r t e d i t  . The 

t a x t a b l e s showed th a t at every l e v e l o f income i n d i v i d u a l s 

would be b e t t e r o f f as a r e s u l t of the Budget. I t would be 

h i g h l y d e s i r a b l e f o r t h e r e t o be a new index which i n c l u d e d 

t a x as p a r t of the RPI so as t o p r o v i d e a measure of the 

s t a n d a r d of l i v i n g . I t was o n l y l o g i c a l f o r t a x e s t o be 

i n c l u d e d i n the index s i n c e they p a i d f o r government s e r v i c e s 

and such an index would make i  t c l e a r what were the t r u e 

e f f e c t s of the Budget. 


The Prime M i n i s t e r then turned to i n d u s t r i a l s t r a t e g y . 

She s a i d t h a t i t was v i t a l to c r e a t e more we a l t h i n i n d u s t r y 
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and t o f i n d a way through the c u r r e n t problems which beset 

B r i t i s h i n d u s t r y . The Government wanted the t r a d e u n i o n s ' 

h e l p i n i m p r o v i n g output per head. UK p r o d u c t i v i t y was 

w o e f u l l y low by i n t e r n a t i o n a l s t a n d a r d s , as shown by a number 

of r e c e n t s t u d i e s . Key problems appeared t o be overmanning, 

r e s t r i c t i v e p r a c t i c e s , and f a i l u r e to use equipment p r o p e r l y ; 

but these c o u l d o n l y be put r i g h t on the shop f l o o r . I f 

o n l y i n d u s t r y were more p r o d u c t i v e , r e a l e a r n i n g s c o u l d go up; 

and the p u b l i c s e r v i c e s c o u l d be expanded a g a i n , too. But 

t h i s r e q u i r e d a c t i o n by government, management, t r a d e unions 

and s h a r e h o l d e r s . There was no p o i n t i n t a l k i n g about more 

pay u n l e s s t h e r e was more output. Otherwise h i g h e r pay f o r 

one group c o u l d o n l y mean t a k i n g i  t away from o t h e r groups. 

The Prime M i n i s t e r s a i d t h a t she was a p p a l l e d by the c a p a c i t y 

of people i n B r i t a i n t o i n j u r e one another through pay l e a p 

f r o g g i n g . 


The Prime M i n i s t e r then s a i d t h a t h i g h e r pensions c o u l d 

o n l y come out o f h i g h e r output. But the Government had improved 

the p o s i t i o n of war widows; i n a d d i t i o n , improvements i n the 

e a r n i n g s r u l e would b e n e f i t p e n s i o n e r s . 


Mr. Murray r e p l i e d t h a t the b a s i c i s s u e was whether people 

would respond as the Government hoped. In h i s view, the 

Government were t a k i n g a b i g gamble. J u s t as workers showed 

t h e i r pay cheques t o the Prime M i n i s t e r to show how much 

tax was b e i n g taken away, so they a l s o p o i n t e d out t o t r a d e union 

n e g o t i a t o r s how much was b e i n g taken away i n h i g h e r p r i c e s . 

The TUC c o u l d o n l y e x p r e s s t h e i r apprehension on t h i s matter. 

They agreed t h a t s o c i e t y needed more c h o i c e but they were 

w o r r i e d about the t i m i n g of the p r e s e n t approach. For the 

s t a n d a r d of l i v i n g over the next year was bound t o d e c l i n e . 

Mr. Murray went on to say t h a t the Committee very much welcomed 

what the Prime M i n i s t e r had s a i d about i n d u s t r i a l s t r a t e g y . 

T h i s was most c o n s t r u c t i v e , and they agreed t h a t a l  l p a r t i e s 

must work t o g e t h e r to produce an adequate response i n i n d u s t r y . 


/Lord A l l e n 
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Lord A l l e n s a i d t h a t the Committee now understood the 

Government's aims and the way i n which they i n t e n d e d t o 

a c h i e v e them; but o n l y i n g e n e r a l terms. There s t i l  l remained 

s e r i o u s q u e s t i o n s about the "nuts and b o l t s " . He c o u l d not 

see t h a t p e o ple would respond t o the t a x c u t s i f t h e i r s t a n d a r d 

of l i v i n g was f a l l i n g . The Prime M i n i s t e r i n t e r j e c t e d t h a t 

50 per cent of goods were not VATable, and t h a t the Government 

had no i n t e n t i o n whatever of imposing VAT on them. Lord A l l e n 

s a i d t h a t a s m a l l p r o p o r t i o n of the p o p u l a t i o n would b e n e f i t 

from the Budget; t h e r e f o r e the approach was d i v i s i v e , and 
would l e a d t o the e x i s t e n c e of two n a t i o n s . The Prime M i n i s t e r 
s a i d t h a t she c o u l d not accept t h i s charge. Moreover, i  t would 
o n l y be p o s s i b l e t o h e l p those at the bottom of the income 

l a d d e r i  f the economy produced more. 


The Prime M i n i s t e r added t h a t we s h o u l d t r y t o r e t u r n t o 

the e r a of steady growth of the 1950's. Although t h i s had 

been c a l l e d a p e r i o d of "stop-go", we had a c h i e v e d growth 

i n every year and at an average of n e a r l y 3 per cent. T h i s had 

been a c h i e v e d by r e d u c i n g the bureaucracy and by d e - c o n t r o l 

measures, and by a l l o w i n g the people to keep more of t h e i r 

g r o s s pay. As a r e s u l t of t h i s , e x p e n d i t u r e on s o c i a l 

s e r v i c e s had been enabled to r i s e . The Germans had pursued 

p o l i c i e s of t h i s k i n d , and we ought t o emulate them. 

Lor d A l l e n i n t e r j e c t e d t h a t the t r a d e u n i o n s were i n t e r e s t e d 

not o n l y i n w e a l t h c r e a t i o n but w e a l t h d i s t r i b u t i o n as w e l l . 


Mr. Evans s a i d t h a t he was i n t e r e s t e d i n the Prime 

M i n i s t e r ' s p r o p o s i t i o n t h a t t h e r e was no s h o r t a g e of demand 

i n the economy. But i  t d i d not f o l l o w t h a t the Government's 

p o l i c i e s would s o l v e our d i f f i c u l t i e s . Lack of investment 

was one reason f o r the i n c r e a s e i n i m p o r t s ; and even i f people 

d i d respond to the Budget as the Government hoped, p r o d u c t i v i t y 

would not change o v e r n i g h t . In these c i r c u m s t a n c e s , t h e r e 

was a need f o r s e l e c t i v e import c o n t r o l s w h i l e the necessary 

changes took p l a c e . I f i t were not p r a c t i c a l to impose 

import c o n t r o l s on Japanese goods, we s h o u l d at l e a s t t r y t o 


/ n e g o t i a t e 
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n e g o t i a t e a minimum UK content i n imports. Rising inport p e n e t r a 

t i o n was w o r r y i n g and something must be done about i  t now. 

The Prime M i n i s t e r r e f e r r e d t o s t u d i e s of the c a r i n d u s t r y 

One of these had shown t h a t w i t h i d e n t i c a l equipment i n the 

UK and Germany, p r o d u c i n g the same v e h i c l e , p r o d u c t i v i t y i n 

the UK was o n l y h a l f . She had a l s o v i s i t e d a car p l a n t i n 

Japan where they were unable t o work t h r e e s h i f t s because 

of the r e s t r i c t i o n on e x p o r t s t o Europe. By c o n t r a s t , she 

had found on a v i s i t to Halewood t h a t the w o r k f o r c e t h e r e was 

o n l y w o r k i n g one s h i f t - and t h i s d e s p i t e a w a i t i n g l i s t f o r 

t h e i r c a r s . On a v i s i t t o Cowley, she had been t o l d by 

i n d i v i d u a l workers t h a t they were s i c k and t i r e d of i n t e r r u p t i o n s ; 

but stoppages s t i l  l c o n t i n u e d . Mr. Evans commented t h a t , i n 

h i s e x p e r i e n c e , s h i f t w o r k i n g d i d take p l a c e at Halewood. 

As r e g a r d s the comparative s t u d i e s of UK and European p l a n t s , 

one reason why European p l a n t s d i d b e t t e r was t h a t they worked 

"back to back" s h i f t s w i t h no s t o p p i n g of the p r o d u c t i o n l i n e 

throughout the day. 


Mr. J e n k i n s s a i d t h a t , i n h i s view, the economic a r i t h 

m e t i c had changed. T h i s was because of the r e c e n t developments 

i n the energy market. He was s u r p r i s e d t h a t the Government 

were c o n t e m p l a t i n g s e l l i n g o f f t h e i r e q u i t y i n o i l and gas. 

The Government's i n t e r e s t i n o i  l and gas through BGC, BNOC 

and BP would produce huge revenues f o r the Exchequer i n the 

years ahead. Moreover, the g r e a t e r s e c u r i t y o f s u p p l y 

which ownership p r o v i d e d was an important f a c t o r . The p h y s i c a l 

c o n t r o l of our energy r e s o u r c e s would become i n c r e a s i n g l y 

i m p o r t a n t : t h e r e was l i k e l y to be a s h o r t f a l l of h e a t i n g 

o i l i n the coming w i n t e r , and a Saudi c o l l a p s e c o u l d not be 

r u l e d out. 


The C h a n c e l l o r s a i d t h a t i t was p o s s i b l e t o c o n t r o l 

the d i s p o s a l of our energy r e s o u r c e s w i t h o u t owning them. 

As regar d s revenue, the important i s s u e was how i t was used, 

whether i n p u b l i c or p r i v a t e hands, t o improve the performance 

of the economy. The Government's view was t h a t i n v e s t i n g 


/ the r e s o u r c e s 
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the r e s o u r c e s from North Sea o i  l i n s m a l l - and medium-scale 

b u s i n e s s e s was more l i k e l y t o succeed than i n v e s t i n g through 

the p u b l i c s e c t o r . The Government were not d o c t r i n a i r e about 

t h i s - s i m p l y p r a c t i c a l . Mr. Murray then p o i n t e d out t h a t the 

NEB was i n v e s t i n g i n s m a l l b u s i n e s s e s . 


Mr. J e n k i n s r e i t e r a t e d t h a t the Government must have 

c o n t r o l over the d i s p o s a l of o i  l s u p p l i e s . At p r e s e n t , too much 

o i l was b e i n g d i v e r t e d o v e r s e a s . The Prime M i n i s t e r commented 

t h a t she, t o o , was very concerned about h a v i n g adequate s e c u r i t y 

of s u p p l y . But s t a t e ownership d i d not n e c e s s a r i l y s o l v e the 

problem: BNOC were p r e s e n t l y s e l l i n g s u b s t a n t i a l amounts of 

o i l abroad on the b a s i s of c o n t r a c t s taken out l a s t year w i t h o u t 

c o n d i t i o n s which would have enabled them to s e c u r e c o r r e s p o n d i n g 

amounts of crude f o r UK use. S e c u r i t y of s u p p l y would o n l y 

be assured through c o - o p e r a t i o n w i t h o t h e r c o u n t r i e s . Asked 

to comment, Mr. Gormley s a i d he d i d not wish t o , s i n c e members 

of the Committee had not f o l l o w e d the procedure which they had 

agreed b e f o r e the meeting. 


Summing up, the Prime M i n i s t e r s a i d t h a t the Government 

had a p a s s i o n a t e b e l i e f i n i t s methods and i t s approach. She 

hoped t h a t the t r a d e unions and o t h e r s would judge the Government 

by i t s r e s u l t s over the whole p e r i o d of O f f i c e . The Government 

were anxious to succeed, but c o u l d not do so in i s o l a t i o n . They 

needed to m o b i l i s e w i t h o t h e r s , i n c l u d i n g the t r a d e u n i o n s . 

She hoped t h a t the Economic Committee would come back f o r f u r t h e r 

meetings as and when they d e s i r e d ; and i  f they wished, she 

would w i l l i n g l y see a s m a l l e r group. 


Lord A l l e n thanked the Prime M i n i s t e r f o r the meeting. 

He hoped t h a t i  t had helped to p r o v i d e the Government w i t h a 

b e t t e r u n d e r s t a n d i n g of the TUC's views; i t had c e r t a i n l y 

h e l p ed them to understand the Government's p o s i t i o n b e t t e r . 


25 June 1979 -y^ 


D i s t r i b u t i o n : 

P r i v a t e S e c r e t a r y to the C h a n c e l l o r of the Exchequer 


S e c r e t a r y of S t a t e f o r Employment 

S e c r e t a r y o f S t a t e f o r I n d u s t r y 

S e c r e t a r y of S t a t e f o r Energy 

S i r John Hunt 
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