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Log {75) S57th Meeting SECRET

LEADER'S COMSULTATIVE COMMETTEE

Minutes of the 57th Meeting held on Friday,
1ith April 1975 in Assembly Rooms B and C at
Central Office.

Present? Mrs, Thatcher (In the Chaiz)

Mr, Whitelaw, Sir Keith Joseph, Mr. Gilmour,
Sir Ceoffrey Howe, Mr, Maudling

lord Hailsham, Mr, Pym, Mr. Fowier,

Mr, St. John-Stevas, Mr, Maude,

Mr. Heseltine, Mr. Raisom, Mrs, Oppenheim,
My, Neave, Mr., Buchanan-Smith, )
Hr. Younger,

Mr, Atking

Mr. Shelton, Mr, Patten, Mr. 1.

Douglas
Me. Ridley, Mr. Nicholson (In atBendance)

logies: Lord Carrington, Lord Thormeycroft
fpologles: Lor Peyton, Mr. Prior, Mr, Jenkin,
Mr. Edwards.

MORNING:  Discussion on g:{er "Notes Tewards the
— Dafinition of icg" by Sir Xeith Joseph
and Mr. Maude (LCC 75/71).

Mscussion of Background to the Paper

There was firat a discussion on the general line taken in
the paper, and the historlcal background against which new
poliey could be formulated. Several members, while regarding
the policy suﬁgesr.iona as valuable, thought the paper was too
critical of t recent:_rﬁ:st end, in particular, of recant
Conservative policy, y émphasised that the Party should not
repudlate lts previous attempts to reach a national coneansus
and to hold the middle ground of opinion, as this was the key
not only to electoral auccess, on which all else depended, but
also to gweminf and staying in power. Conservative policy
should be evolut onarg, andnguild on the Kaat, not revolutionary,
rajecting the past. Stability in approach was also important
es people becahe more bewilderxed by events,

There was little doubt, hewever, that since the early
Sixties there had besn a4 general movement of ideas and policies
towards "the Left", end away from a traditional Conservative
view-point, and this was alsc reflected b{ the nlur{ swing to
the Left inside the Labow Party, especlally sinee 1970. How
was the Conservative Party to react to this trend? It could
not afford to be passives it needed to grov-.l.de a positive
alteynative to Socialiam, It was the absence of a clear
Conservative programme after the failure of the Macmillan
Government to negotiate entry into the E.E.C. in 1962 that gave
the initiative to the Socialists, In perticular the Left had
a monopolgeof locel commmity action. The Party organisation
should take seme Indtistives in thia field.
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It was suggested that Britain®s econcmic competitiveness
and the efficlency of our industrial and education systems had
been declining for decades, but it was felt that it would be
difficult to blame one political party for this. There had
been a gradual shift teo the Left since the war in most
Eurppest countries yet these had experienced remarksble economic
success.

Where did the division now lie in Eolicics? Mty Raison
suggested that the fulerum of the political see-saw I[ay not
between the Lsbour and Comservative Barties but half way across
the Labour Party. In scne areas the Conservatives needed to
operate a consensus, because this was the only way to defend
Conservative values. For example, we ghould encourage

Mr. Healey if he produced a sensible Budget. Sir Keith Joseph
agreed that one fulcrum lay in the Labour Party but perhaps
another lay to the right of the Conservative Party, on issucs
like crime and punishment snd mnigretion. It was felt that
ingreagsed popular cynicism about politics was a further reason
for the Conservatives to inspire positive & vt and not
asimply te peek Consensus, Mr, Maude refe: to the Research
Dei;artmem: evidence {page 3 of LCC 75/72) that ngporr. for the
Labour Partﬁeas well as the Conservetive Paxty had been falling
steadily. warned that the Comservativaes could not depend on
the 'wmoderate? wl.n% of the Labour Party standin? 1;5 for
anything, especially while Mr. Wilsen remained leader.

In conclusion, it was generelly felt that the Conservative
Govermment of 1970-74 had, on the whale, tried to do the right
things, but had falled to explain its intentions adequately.

It was suggested that, for example, there had been too much

emphasis on the equity of "falr rents" instead of on the best

means of providing adequate housing for all who needed it,

While the Party should learn what It could from opinion and

imapge wesearch, obviously dectsivns should not be dominated by
its and image makers,

The Nation
(i) Develution

Mr, Whitelaw gutlined the direction of the discussions
currently tak:l.nf place, These indicated that, in the case of
Wales, without Its own legal system or a stmné_ dasire for a
legislative assembly, it would probably be sufficient to
strangthen the rs of the Secretary of State assisted by an
advisory Council, Scotland, however, had its own legal system
and a stronger desire for an assembly, The discussions
inditated that Scotland should have such a legislative assembly,
without wide executive ers, Was it pessible, however, to
hold to that middie position? Llord Hai{gham thought that it was
not? there would have ta be more devolution than many
Conservatives weve bargalning fov, but in weturn Enpland should
be given a larger share in Parlismentary representation at
Westminster. He though that there was an inevitable move Cowards
a written constitution. On the other hamd, Mr. Raison thought
that the paper (LCC 75/71) implied move devolution than he
would find tolerable.

Other points made were that opinion research had shown
that a majorlity of Scots did not want independence, Those
Scots defecting from the Conservative Party simply thought it
was more patriotic to vote S,.N.P. yather than Liberal or Labour
in protest against central rrment policies. Hut this
resentment against Whitehall should met be exagperated:; theve
was considerable hostility over the whole country to locel

fou. councils and
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counclls and Whitehall was sometimes regarded as a source
of redress for local grievances. It was agreed that the Party
should not be mativated simply by electoral considerations in
its formulation of its develubien policy: mistakes would
involve drastic consequences for the whole United Kingdom.

{11) Defence -~ Exteinal

It was agreed that the Party needad constantly to draw

attention to the dangers of neglect of external defences,
Sir Keith Joseph suggested that these had become so weak -
with the congexipt armies of ths NATO zallies being penetrated

the extreme Left, and the constant inroads of inflatton -
that Britain might face the danger of "Finlandisatien', of
constant tests of will and nerve at points of contact,
81t Geoffrey Howe said that in Government the guestion of total
dafeice strategy and priorities had never, as such, been
examined by Ministexs collectively es opposed to the experts.,
He would be willing to see more spent if such a review proved
it necessaxy. It was agreed that theve should be a present-
ation of all the issues involvad.

(111) Defence ~ Internal

The discussion showed dissatisfaction with the amount of
attention given in Covermment to this subject and to means of
combating major strilies., Unlegs such means were found, the
next Consexvative Government might ba beaten in office howaver
fopular its manifesto. Some industrial groups m:l%ht be

rreplaceable {e,p. miners) hut perhaps the coal industryls
organisation might be regionalised so as to break up the
exlsting, monopoly. Other styikes, however, could be Lroken as
recent events in Glasgow showed, Perhaps the Civil Service
exrertu had taken too pessimistic a view of the availadility of
volunteers and what they might achieve, Much move attention
needed to be piven to providing eil hospitals and key industrial
companics which depended on power with stand-by facilities, and
to draw up lists of retired electricity officials and other
velunteers who mipht be wsed ir emergencies, All such
yolunteers should be wder public control; there could be no
“private armies',

It was agreed to set up a small group which might investigate
nilitant activities and foreign experisice of terroriem
(e.g. GCermany), and how all this could be combated. Naturally,
the group should exanine what could be leaynt from the political
and organisational methods of the subversives,

(iv) Imwipration
It was agreed that this subject required further study, and
it was espacilally necessary to obtain reliable statistics, for
example, of the numbers of dependants who wewve likely to come to
Britain. The s:h;dect also !.mgi ed on the atudy of the widar
%ﬁg problem, on the work of the proposed Commisaion on
ren,

Ihe Econcm
Several members folt that the reference on page 7 of the

f:ger to tho issues of consultation and participatfon in

ustry was too brief, Hore attention needed to be given as
to how employees could be encouraged to identify with theiy
companies and to achieve fulfilment at wwzk. Party needed
to examine both the best fore!.?" practice and where the
existing system was working well in Britein, and it was under-
gtood that Mr. Prior was setting up a& group to do this, inlon
research had shown that employees were genarally happy wotling

fese Fox private
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for private companles, but tha bigpest vacuum lay in the

absencz of effective explanations of the value of profits.
Industry, however, was consclous of its weakness in this

respect in face o% tho distortions of the Left, and was open to
advice from all sources, The Conservatives must use chis
opportunity, and encourage companies to explein both their
agggevemants and the threat from iiv. Denn's policles, especizlly
at local cowmunity level. Othex sugpestions were the preduction
of a new Industrial Charter to give the Party's industrial
policles a new image and fill & perceived vaguum, and to arrange
reglonael conferences involving the self-employed and commerce.

Mrs, Cppenmheim raised the stion of the Party's pesition
on price ¢ ontrols, Thare was the need to incrsase industrial
efficiency, and this meant relaxing the Code, but there was the
political difficulty duvelved in advocating rising prices. It
was agreed that this issue should be examined by tha Economic
and Spclal Strategy Sroup where it should be considared in
relation to the problem of rising wnemployment,

Mr, Prior was orgenising a group to examine the wider
questions of unemployment, over-mamning, retraining, redundancy
and vedeployment, end European practicé in theiy fields, The
need for betteyr iinks with locel union leaders was axpressed,
esEecially as many of them were much more sympathetic to the
E4l.Ca than national unicn leaders, Doubts were expressed as
to the effectiveness of the Manpower Services Commission under
its present management, but further discussions on these subjects
could take place wheu Mr. Prier wes present.

Subsidising Strikes

Sir Kaith referred to the question of styrikers?t bencfits,
{page 9), He wondered whether the Party wished to add yet
another te the several controversies which its programme might
inevitably fnvolve. There was g discussion, It was s ested
that the total denial of social security benefits to strikers?
€amtlies would subject a Govermment to claims that it was using
starvation as a strike-breaking weapon. If benefits were paid
28 @ recoverable loan there was a danger that strilters would
anly yeturn to work Lf this debt were cencelled. It would be
far more effective to change the tax system as would happen under
tax credits, so that strikers were not aided by PAYE repoyments,
Siy Geoffrey Howe supgested that the Party should exemine the
question of some pagple receiving virtually as much income when
memployed as they did when in work,

Commigsion om Children

It was agreed that the Party should set up such a
Commission, as various problems of children were concerning
soclal wor'f:e.rs, magistrates énd the country at large. FPerbaps
this subject was neglected becauge it apanned a mumber of
Government departments, It was felt that if such a Commission
enquired into the gtoblam.s facing the family as a whole the
scope would be much larger and distracticns mipht arise,

Details of orgenisation {for cxample, whether its hearings should
be in public) would be settled by Sir Keith Joseph in consult-
ationm with colleaguss involved,

Comuission on Secendary Schools

It was agreced to set up another Oppositicn Commiission to
exsnine all agpects of segondary education. These deliberations
would not ba confined to the comprehensive fssue, but would

/e, examine problems
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ezamine problems such as the most effective ways of helging
both the able child and the disadvantaged child, the effects of
mlxed gbility teaching and parentel lrvelvemant. This epproach
was desirable because it would show that the Conservative Party
was net simply concerned with helping grammar school pupils.
The Commission should have & prominent Chairman and experienced
members, and should avefd being s!.raplﬂ a partg cpaganda
exercise, It was apgreed to examine the ppssibility of obtain-
ing funds from educational aud research Foundations. Tha
separate cquestions of the 16-18 age grovp, adult educatfon
and education vouchers misht be examined stuly groups,.

AFTERNOON: A, Discussion on paper MBachground to
o the Judsat!' by the Reseavch Dapartmant
(Lce/75773).

Mr. Ridley pave a short vesume of his paper "Background to
the Dudpet™, opointing out that the Chancellor would need to
olve substantial additional relief to industry. There were
also other commitments that had to e honeured, notably for
increased family and age allowances. It was I.ikely that there
would e some increase in Customs and Excize duties. One ought
also to be prepared for the faglusion in the Budget of substan-
tisl measuras to safegusrd employment,

S1r Geoffrey Howe suﬁasted that the discussion mi§ht
focus on the four points listed on peg: 6 of Mr. Ridley¥s paper,
In addition it was desirable to consider vhat our attitudes would
be to possilble measures for safeguarding employment and ta any
further increase in the cost of motoring. mgir Geoffvey Howe
expressed the view that the Conservative Party should strongly
oppose any further tax penaltles oa middle managers and
professional pegple, call for some relaxation in prices and
Qividend control and consider ways of hringing local goverrmant
spending under coatrol,

Mrs, Thatcher said that the umcertainty of the outcome of the
referendun on E.E,0, membership inevitably mesnt that the
Budret was poing to be a holding operation. Lord Hailsham
agreed with this, adding that ¢ iminence of the referendum
would probably incline Mr. Healey to produce a Budget which
minimised the displeasure from hiz gwn bDackbenchers,

It was poloted out that there was speculation about the
possible intreduction of a system of multi-rate VAT, /An
alternative open to the Chancellor was the imposition of a
spaclal tas, comparavle to the car tax, on a range of items,
geither could ba looked on with favour by the Conservative

BITY .

There was a short discussion on the probable rate of
tuflation In coming months; Sir Keith Joseph pointed out that,
accarding to some experts, the rate of inflation could e doumn
ta 15 per cent this year f)efora accelerating again.

The remaindey of the sesslon was devoted to a discussion of
ssible ategcs, the Govermment could talte to safepuard employment
E‘iemearm of Government subsidy ard the best way £o react to
these.

fess 24, lrs, Thatcher
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Mys, Thatcher sadd that it sesmed that tie Government
was cuntex:glnt:l.ng some schgme whetehy the Govermment would
grant a subsidy to fimms which would otherwise make thely
employeas reduxlant. She agreed with Lord Heflsham that this
would amount to the Govermment subsidising over-manning in
British industry: redeployment of labour would be wore
difficult, the private sector further enfeebled and a
significant step taken totrards a seipe economy,

Sir FMeith Joseph, whilat agreeing with the dangers
inherent in any scheme for labowr aubsidies, sald that
opposition to them could invite the charge that Conservatives
favoured high unempleyment. The Goverrmént would claim that it
was taking temporary action to keep people in jebs pending the
uptrr. In the world economy which was expected,

Mr. Maude said that there was no doubt that labour
subsidies would further diminish the incentive for firms to
reorganise gnd become more efficlent. What was needed was the
redeployment of labour now to those sectors wiilch were most
1ikely Lo benefit from an improvement in world economic
conditiong, ls, Thatcher sald that in thia case the correct
molicy was to encowrage the rettaining of labowr and pay
reduulant workars hipgher allowances for thisz purpose vabher
than keep them {n their present jobs. Mr, Hescltine Helieved
that the Govermment needed to play an active role in encourag-
1ngf the vedeployment of labour and reducing over-manning in
Sritish industry. The qualitative arewment for redeployment
ought to be =learly articulated, One should not exciuda the
possibility of the Government providi:g fina.cial assistance on
a discretignary basis to firms which were able to come forward
with plans to vedeploy labour in new activities as a: alter-at-
ive to mat:ing emplogees redundant. The problem of over-manning
otht ta be solved by persuasion rather than coercion. Active
labour maritet policies were the rule in other capitalist
ecancoies,

Gir Geoffrey Howe said thet one ghould try te avoid the
State being_invo{ved in industrial schemes on an ad hoc basis.
1t was pointed out by Mr. Younger that the granting of
financial assistance’te vme firm in order to keecp poople
e:npl;ﬁ:d could well vegilt in jabs elsewhere being threatened,
Mr. telaw sald that once one had embarked on the road of
labour subsidies it would be very difficult to leave it, The
Couservatives were bound to oppose them, The problem was how
this could be done withsut sppearing to favour high unemploy-
ment, This should not be impossible given tliat labour
aubsidies could be nothing move than a palliativa,

Mr, St, John=-Stevas seid that the case apainst labour subsidies
would De strengtheped were the Party abla to put forward an
alternative policy of ite ow, Hr. Raison warned agsinst
belioving that the answer lay in public works programmes.

Mr. Duchenan~-Smith asreed that in the past these hed not heen
very successful.

Hr, Gilmour remarked that the fortheoming Dudget was
almost ¢ertalnly soing to be a tough one, This preseated the
Conservative Party with a difficulty in that we would appear to
the public to favour en even tougher one.

tir, St, Jolm=Steves sald that the Dwiget could be an
o¢easion for the Party to make it cleay that it vicwed
sympothetically the propesals that had been put forward on
behkalf of srtists, musicfans and the theatyical world for relief
of their activities from VAT, It was pointed out however that
it might be difficult to reconcile advocacy of this with the
Conservative Partyls sta.ce Lo favour of stricter cemtrol over
Gover-mect spending aad @ reduced borrowing recuirement.

Jv.v 3. Discussior on
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3. Discussion on paper "The Political Situstiom
and Future Tactics" by the Research Depertment
(Leef75/72).

HMrs. Thateher invited discussion of tha Party's strotegy
&nd tactics en the basis of the paper prepared by the Reseerch
Deportment, Lovd Heilsham sald that at varfous times in the
past’ the Conservetive Party had survived by the accretion of
strength £rom outside, as for ewample fn the late nineteenth
centriry when the Liberal Unlonists wers absorbed into its
rapks. This often happened during a peried of crisis in
national affairs. It required en attlitude of openness on the
gart: of the Party, The problem &€ tho moment was that the
arty hed an insufficiently broad scelsl base to achieve its
political objectives.

M, Pym said that the 1liltelihood of the Labour Party
breaking up wos very small, Its instinct for survival was
strong. In view of this the strategy of the Comwervative Party
should be designed to agpeal not to the moderates in the Labour
Paﬂ:ﬁ 25 such Dut te those in the electorate who were attract
by their policies and outlook.

lir, Maude eaid that it was Lluportsant to get a clear idee
of how much ¢ould Le sacrificed of Conservative principles and
policy in a: endeavour to gain adéitional = rt from outside
the renks of the Party. Mr. Gilmour remeshked that it would
require an cxceptiemally grave national crisis to cause a
sflil: in the Lasour Party. It would be very difficult fn these
clrcumgtances for the Conservative Papty to refuse to co-operata
in a national Govermment. Mrs, Thotcher said that a sericus
crials could well occur were the Govermme.t forced fe borrow
fram abreat on terms which were unacceptable to the left, The
Government would then need Conservetive gupport to survive,
Lovd Hallsham said that in these circumstances the main guestion
that the Party would face was when to wirthdraw its support and
force an election. It wes argued .y My, Gilmour thet the worst
situation for the Pevty to be in was that of supporting the
Labour Government from outside, Sir Gesffrey Howe wondered
whether the Party should not be thinking in terms of acna
contact with other sapments of politicn% opinicon in order to
wobilise opinien in t% coumtyy in favour of the free society,
Ur, Younger said that the real divide wns between the left wing
of the Labour Party and the vest of the political spectrum.
Tﬁ Party should do all it could to bring thds fact out into
t open.

Mr, Whitelaw rewarked on the veferendum on the E.E.C. and
its fossible implication on future Party alignments, There was
liccle doubt that the co-operation talitlng place between the
Conservative Party, the Liberals and the Labour pro-Marketeers
within “Britain in Europe” in order to achieve a "yes" vote was
bringing about & subtlc change of mood. This might be opening
up passibilities for the future, tho onee the referendum
wes aver and assuing that it resulted in a vote favoursble to
E.E.C, membership, the initial reaction of Labour pro-Marketeers
vas likely to lead to a returs to "homc baseM, MMy, Vhitelaw
sald that, as Conssrvative Wce Prasident of "Britain in
Europa't, 1'1e had to keep & close watch on the Liberals who
seened determined to squeeze Party advantape out of the
referendunt, Also on the subject of L:L‘beta%etactica,

Mr, Heseltine noted that Libarale were canvassing 1 dustrialists
to try to perauade them te exert pressure on the Couservative
Party to favour a pact with the Liderals,

ool 34, e,
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Mr. Norman 5t, John=Stavas said that popular disenchant-
ment with Party confrontation wag such that the present party
systen might be a threat to Parliamentary democracy, not a
suppart to it as wsed to be supposed, Our attitude to
proportfenal representatien should parhaps be examined, It
was pointed out by My, Atliine and My, Fowler that electoral
reform roused strong feelings in the Parliementary party and
2 substantial mmper of MPs would fight to the last against it.

Mrs. Thatcher sald that before a study was set up
on this subjeet it seemed advisable for the Shadew Cabinet to
discuss electoral weform on the basis of a paper which had
elready been prepered by the R h Depertment. This
sugpestion was agread.

The weeting c¢losad at 3.45 p.m.

Conaarvative Research Department, ITH/MN/MEM
24 01d Queen Strest, Lomxdon, 5.7.1 20.5.75




