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SPEECHES AND _PARTY POLICY

It wés vecently suggested that it might be helpful for
members of the shadow Cabinet to see on a systematic baais
key articles and speeches by colleagues setting out t.he
developments in party pelicy. I therefore attach:-
8ir Geoffrey Howe's speech of 13th June and Mr. Priorfs
speech of l4th June. )
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Extract from a epeech by the Rt. Hon, Sir Geoffrey Howe, QC, ME,
(East Surrey), Oppositica Spokesmen on Treasury and Economic
Affalrs , speaking 40 a meeting of constituents at Gibbs Cottage,
Paing' Hill, Limpsfield, on Fridey, 13th June 1975.

Today's catestrophic increase in the Retail Price Index ie the
direct and inescapable reaponeibility of the present Government.

The accelerating rate of inflation is beyond doubt the most

sericus element in Britain's woraening sconomic plight. It is
8till not tco late to take sction that cen tegin the reconstruction
of our economy. But we are now perilously nesr the end of the line.

The action that must be taken will be mevere. It will naed to be
sustained. And it needs to be taken now.

Responsibility for teking that section reste equarely upon the
shoulders of the Prims Mimister and his pregent Csbinst.

Wr. Wilson has been fortified by the reeult of the Rederengum,
His Cabinaet includes a Chancellor of the Exchequer wh¢ clzims %o
be an economic realist, and two former Chancellors, who seek to
preasent themselves aa men of common-sense and couraga. 1f

Mr, Wilson faila %o summon up the courage to act now, he will
forfeit the confidence of the nation.

It would certainly not be right to lzy all the biame for ocur
pregent difficulties upon any cne &reup of pgople, But one
conelupsion is inescapable, The inflation which is row roaring
ahesd is undoubttedly the consequence of the sins of the present
Governuent, They have done thess things which they ought not to
have done and have left undone thoge things which they cught %o

have done. /let me begia,...
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Let me begin with the mins of commipsion. The current inflation
is made up of two main elements. The accelerating rate of wage
increasss, And the higher indirect taxes whioh this Governmant
hes deliberately imposed.

The firet of these things ia diractly attributable to the
disastrous wage guide-lines of the Social Centract. And the
ggcond must be blamed upen the Govermment's own extrevagsnt
expenditure, which cannot be excused or disguised by describing it
as the "social wage".

Take the Social Contract firat of sll. This Government came <o
power at a time when the 0il crisis had Imocked sbout 7% off the
value of our national income. This external blow should have
led, as it has done in other countries, %o a reduction in real
1iving standards, of Governmsnt and people alilks, That was the
basdis upon which Tony Barber acted to cut public spending in
December 1973, It is the duty of govermment, any government,

te make all thie clear to the TUC as well as to the people.

If Labour's programme was to be founded, as it weg, upon a set of
guide-lines conteined within the political packsge of the Social
Contraect, then those guide-lines should have reflected the stark
reality of our economic¢ situation. “hey should have bsen
designed to ensure thaet, for a year or two al least, wages grew less
guickly then prices,

In the result tha guide-lines have produced exactly the oppomite
result. They have ensured that mest — although not 2ll~ wage
sarners got at lemst as large an ineremse as the ripe in prices.
Wany workers have heen mble to get ever more than that.

The inevitatle consequence has besn to accelerate, ang not to
reduce, the rate of price increases. ’

Z¢ make matters worse, the terms of the Socisl Contract have Tixed
in the public mind the dangerocusly misleading principle that it is
right to compensate ourselvea for higher faxes and prices by

securing offsetting incresmses in pay.
/In the result....
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In the result, the Sccial Contract hae institutionalised e
wage—price spiral more catastrophic than anything gone bafore.
The Sociel Contract embedied all the vices of indexation without
any of the virtues, The Social Contract has turned out to be
an engine for creating infletion, and not for cutting it.

To all this the Government Bdded a second gencrator of more
inflation,

Not content with encouraging the individual to claim money wWezes
beyond the nation's capacity %o pay, the Govermment, claiming tec
fulfill its side of the Sceiel Contract, has incressed Goverament
spending by mere than 50% above the level in cur last yesr in
office, MHore then 50%)

An increase of £20 billion! All this ui a time when production
was stegnant. And the netion's real income had been sherply cut.
This upsurge in Government spending went far beyond what the
nation could afford.

This turgeoning load of public spending also went fer beyond what
the taxpeyer is able or willing to finance. HMuch of it has
depended on worrowing from abrosd. The taxpayer has heen
required to meet only half the incresse in Government spending.
The balance, about 10% of total nationel income, has had to be
tborrowed. The time is very neer when the Government will only
be sble to Pinance this huge deficit by wassive printing of acney.
Anéd that way lies the next step towards disaster,

In what ways has this Govermment left undone those things which
they ought to have done?

There are six mgjor taska thay have neglected and which must be
set in hand immadiately:

Pirst, the Government must speak, and act, with a ynited dotermination
to overcome the dangers of inflation, Bome Ministers have boen
aloguent in words. “The party", we have been told, "is over."

/We feee,...
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We face “the greetest denger since Hitler”. The country is set
upon "a auiecide course®.

This has been the message of some Hinigiers. But othars have.
Temained silent. And none has been effective in action, Bach
and every member of the Cabinet must now spesk in unison ang
act accordingly. Only the Prime Minisier cen bring about this
necepsary change in course.

Socond, the Government wust ot lngt epell out in plain
longunge whot will be involved in putting ¢ur econcmy right,
and in adjueting te the loas of wealth resulting from the
oil erisis, Since the nationla totel income hos teen
effactively ond shorply reduced, then it must be exploined
with $otal candour thot:

=~ public and personal epending mast full more than
proportionctely, in order to free resources for export
and investment-

= we must cut back on the maeRive borrowing which shores
up the present unrealisticclly high levels of spending.

~ profits, the life blood cf investment, huve got to be
rebuilt;

- woges mupt grow, at least in the short—term, less guickly
than prices,

Third, the miseive overspill of public epernding has got to
be reduced, It is the direct responsibility of the Government
to undertuke the necessary action to correct thia grose
inbolonce, Houtine Bpending progrommes will have to be
curtailed. A stort must be made this year., Milure to face

up to this painful choice will only store up oven graater
hardships for the future.
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In leoal govermment throughout the country spending has

contired to expand, Along with eecoring wogee, this is the

moin resson why roteg hove leapt to lavels that threaten,

quite literally, tc destroy the system, Town Holls, motorways,
awinmming pocls, loy-bys~things like this will have to be put off,
Bat we shcll have to come much closer than that to make really
difficult choices., Better poy for teachars or more teachera?
Higher counoll rents or fewer home-Xelps and menls-on~wheals?,
Thesa ore only some of the cheices that will have to be mnde.

And, equally important, expensive and unproven propesals for
The nationalisation of wil, land,.oerospice &nd ship~building
hove got to be aboandonaed,

Fourth, 1t muat be recognised that growing public sector
woges ore the main fuel for the explosion in public epending,
There was & tims when public asctor wagee used te follow the
lend of esttlement® In the private sector. In the laet year
the boot has been firmly on the other foot. Public sector
wogea hove been setting the. yoce for the private sector,
where rieing unemployment und folling demind would, in other
ciroumstances, have led to mch ewifter reduction in the level
of pay settlements. As the biggest employer in the tountry,
the Government magt, from now on, have the courage to act
upen, cnd te uphold, ite own policies.

Fifth, the mony damaging fedtures of the Social Controcet

met ba reploced, This wmst be the main theme of the Government's
discuselons with the unions and {at lost) the CBL, This is

why I welcome the growing sense of reclisp that is now being
disployed by scme of thoss who will toke port in those
discussions,

Statutery ceilings on the level of pay settlements have besn
seen to crecte encrmous difficulties,

/ By themmelves
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By themeelves they have never succeded in their declared
objsctive of permanently contrelling inflation, What is mors,
they undermine productivity bargnining, deetroy incentive,
creote glaring cnomalies, And, most important of all, they

do not last for ever. The implicition remains that a return

to fresdem lies ohend, The Commencement of o “"stotutery pol}lcy"
con often sgem ottractive. The subssquent stogea bacome more
and more difficult, And the "exit" is ths moat difficult of all.

This certainly doss not meon thot Govermment should withdrow
from the wage diclogue which is now to tdke ploce beiwesn
both sides of industry. On the contrery, It is the olear duty
of government 4o cenvimms those who fix prices and woges of
their setiled determination to beat inflotion ond to maoke
plain what follows from that, This is the only way To chonge
pecple’s expectations cbout the fufure rate of inflution.

It is these expectutions that are critiesl to ony woge
sBettlement,

Government muet Sesi to Becurs o clear understunding whiche

= leaves no room for doubt about the Government's determination
to control ite own spending ot o level that im coneistent
with 2 mioh lower rate of inflotion:

- mikeE it ploin that woges must grow more slowly thon
prices for some time to come;

= does net, by any misleading form of indexation, justify
waga increbses which offset higher tox or import prices:

-~ permite the restoration of industrisl prefitebility and the
investment which depsnds upon it.

This means thet ony intensification of price control would be
dangerous and unacceptoable. Artificisl price restraint as such
ia - poradoxically — exnctly whot we cammot afford and must

net havae,
/ It leads directly
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It leads directly to bigger government subsidies ond so o
highér public epending and more inflationnry pressure. And it
would destroy the already paper-thin prefitability ¢f the
privote secter, It is the express route back to the wastelond.
The - woay to more bankrupteiss, and s+ill higher unemployment

Finally, the Government must plan its own Apending in o
different way, It must, s firmly ond as quickly as posaible,
set pash limits to the #pending of Government, cemtral and
local, ond of public sorporations. And those caosh limits must
be fixed upon the bosle of & sharply reduced rute of inflation,
#stonishingly enough this dcesn't happen olready,

Governmente hove plomned their spending in recent years in

& way in which no housewlfe or private citizen could afford-
or even uwnderstond., Governmant hos proceeded on the

agsumption that sufficient money will be availoble to mest

ouy inflationary increcse in the cost of government progrommes,
ind the cost hos olwaye heen made availible, So the inflation
hes been fad,

Coeh expenditure cellings mudt be set, for the following
ransond re

= To edtoblish the level of apending that reflects the
regtraint thot 1a nscessory if we are %o live within our meons.

« To cut back piblic owtgoings into line with the revenus
which government can sueceasfully cim to raise by t2zes ond
other charges, )

= To force oll those rezponfible for spending decisions ot the
operational level to securs understanding, from their work
forse cnd the publie, of the painful choices which lie before

the notion.
/ By setting cmah
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By aetting cosh Iimits in this way for locel ond central
government serviossond in aresa (such as transport) which
depend upon subsidy, the Government will directly ilmply,
tut net dletets, 2 view about avercge income inerecees in
the coming year. If neverthelsss higher puay #ettlemonta
are mede, then there will have o be offsetting econcmies
as wall,

¥inleters will hove to moje it crystcl clear thut the
extra money will not be prinied, that the taxpoyer will
not foot & higher bill, If & public eector Bsrvice ogrees
to poy more, then it will hove to poy less. This 1s the
only way to sstoblish within the public Psctor some of the
esaenticl diseciplines of private enterprise,

By establishing in this way that there are, ond must be,
limits to the caeh svoilable to the State, the Government will
bhe obls eimyltanecusly

~ to redvuce wnreclistic public expectations

= %o restroin public spending

= %o check the growth of publie seotor wages

= und %o cblige unions, citizens and public suthorities

nlike to foce the inescopoble choice between nigher woges

and prices ond fewer joba and peorer Services,
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Extract from a speach by Rt. Hon. James PRIOR, MP (Towestoft)

Oppesition Spokesman for Enployment, spesking in his
congtitueney on Saturday, 14th June 1975,

There is no exeume for any further dellly by the Government in
replecing the Social Comtract end dedicating all its policies
to the fight ageinet inflation.

Throughout the last yeer Opposition spoltesmen criticised the
inadequacy of $he Bocis)l Contract &s s means of curbing inflstion,
Such. remarks were roundly condemned by Government Ministers.

"It is the only way," we were told. When the Opposition
suggeatsd improvementa 4o the Social Contract to give it & hetter
chance of working, they were Just as curtly dismipsed,

But now at last the Government's uneniscus certainty is beginning
to falter, The Chancellor these days ie grim-faced and grim-phresed.
And the Envirorment Secretary, Mr. Orosland, has Jjust warned ua
thet the country is on n suicide course. He and some of hig
collesgues {the supposed 'econcmic illiterates’ in Mr, Foot's
phrase) are waking up 2% last to what most of ug have lmown for a
long time. And if there was any Llingering doubt in his or
enyone ela's mind, it should have been wiped out by yesterday's
shattering figure for retail Prices — (4% up in one month, an
increase which not so long age would have taken a year. And an
annual rate of nearly 504 if one uses the He'aley formulg which
produced the famous 8.4% of last aubwm's election cemprign. )

/These latest,...

lasusd by Publicity Depariment, Conasrvative Cantral Office, 32 Snith Square, London SW1. 01-222 8300
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These latest figures show that not only has the Social Contract
failed to cut infletion, it heas mede it worse, far worse.

The So¢ial Qontract hag been prayed in aid by all thoss who

have stoked the fires of infietion with excessive wange clains
over the last twelve monthe. And, of coursg, they have
practicaliy alweys been encouraged by Mr. Foot, the Employuent
BSeoreitry, who can manage to interprat slnost anything as being
within tle terms of the Social Contract. It iz this vegueness
which haz made the Secisl Contract the very reverse of sensibls
policy. The Sccial Contract has meant everything end nothing.
Bverything in termg of immedimie cash, nothing in respect of
reducing inflation. The preblen ie being nede no easier to solve
by dhe Goeernment's own excessive spending which will

foolishly and wantonly set the Bank of England's printing presses
rolling,

Despite the occasional digplay of ministeriml frankness, the
Government is still not taking adequate acticn to meet the
situation. The more it dithers end dallies the more severe the
meagures it will ultimately be bound to take. The claseic exanple
ia provided by the current Prime Minister's handling of the
situation in 1966, He never sseme prepared to face up to events,
\that more telling evidence than of the lagt week does he requirs?
The country camnot afford to wait whilst he sorts out his internal
party difficulties. As emch dsy paassss ths riesk of failure =nd
disester grows more raal.

So what should the Government do? It must spell cut to the
nation what inflation unchecked is going o mean - the E70

postage stemp economy which Geoffrey Howe has so vividly described;
the worthless pensions and savings; unemployment on a mass scalej
the decay of our accial system. The Government must puncture

the falsas and dengerous expectaticns arcused so irresponsibly

last year in the Chancellor's vete-buying binge begur at e %inme
when our national wealth fell a substantial smount because of the
o0il crisis, That fact - the losa of wealth and its painful
consequences for us all = muet be frankly explained, nolt concealed
behind price controls , subsidiés and s smoks-screen of patulant

optimism. /And the Government,,.,
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I don't deny that there are difficulties in drewing lines, tut we
have now begun to sample the congeguences of & yaer of not drawing
them. The result is total confusitn in people's ninds as to
what ip expectied of them and an inflation rate which has lanpt

to the top of the disaster cheris. In a crisls the people expect
their Government to show some determination , This administratien
through a combination of incompetence, doctrinal Socialism end
nigpleced sccial conecience shrink from effeotive mction, Their
failure to teke tough and unpopulsr mensures on wages ond public
spending now will surely bring more hardship to more people in the
ond. It is precisely because Conservatives are concermed with
the lang term welfars end prosperity of our people that we call
for urgent action, Whet we need ig nothing short of a policy
for survival. And we nead it now.




