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Minvtes of the B8th Heeting held at 5,00 p.m.
. on Mondey, 16th Pebruary 1976, in the
- Leadert's Room at the House of Commons

Present: .- Mrs. Thatcher (in the Chair)

ot Mr. Whitelaw, Sir Keith Joseph
e ‘Mr, Maudling, Bir Geoffrey.Hows
. .. Mr. Prior, Mr, Pym, MNr. Gilmour
¥r, Jenkin, Mr.. Pe;rton

dr.. Raison, Kr. Ha

My Buchananbsmth, Mr. Edwards
¥re«.Oppenheim, Mv, Biffen
I.cmi ‘I'horne,vcnpft .

i NJ‘. M:l:ins

In attenfances Mr. Higginm, Mr. Butler, Mr. Stanley
M. Patten, Mr. Ridley, Mr, Nicholaen

Apo‘hig-ioar" - Iord.Carringtan, Iord Ha:

Hailsbem
Mr.. St Juhmstevae, b, Heselt:.na
lﬂr. Neave . -

The Egonomic Proapent end the?ﬁrty's Political Position

The discussion onithe paper by Sir GecIfrey Howe (I.CC/‘?S/SQ)
was continuad, with ppecial reference to page 4 para (i} o

*Incomes Policy", Sir Geoffrey Hows said that the Party
accepted the difficulties-invelved. in having .any agency for

the Iong term.oversight of-pay. - We should support sensible
cotlective bargaining and avoid advecating controls. over
deteilsy while pressing far- the. progresaive restoration of
differeotiais. We needed an incomes policy of & soxt in

the public sector enforced thx-qugh ‘eash Yimite. Price res=—
traint bad te Le greatly reduced if there was to ‘be any prospect

ror imprnving invaatment. .

. Perhapa we could 1ea:m i’x'nm the methods used .in. Gnrmamy
for involving trede union leaders in discuesing the. prospects
for the ecenomy and deciding how the fruits of expansion were
to te avportioned between ¢onsumption, investment, exports
stc. - Germany was eble to,Keep inflatjon down without price
control and without enforced restraint on :comea.

There wes & discussion, in which the following were the
ma:m puints madet. -

(1) There wers- ma.:w' things wrong with the Government's
present incomes resiraint: +he private sector had suffered
and was suffering more thep the mblic sector; the Governmment's
varicus "rescus bide™ were still enceursging trade union
militants to behave irresponaibly; the £6 limit wap infla=-
tionary in low paid sectore of -employment. Above all, the
country was peying & heavy politlcal price in crder %o get
the £5 limit mcecepted by the trade unions, It weuld be better
if incomes restraint was going to bresk down, thet it should
do sc during a racespion rather than when the economy was
recovering, Even if we decided to contizue supporting incomes
restraint we should attempt te meke & rational came agained
a permanent incomem policy.



{2) There wera numercus arguments in favour of
continming to support_ an.incomes_policy, Hr & Bolicy for
incomed am we might more apprepristely call 1%, Menegement
and the CBI were.in-faveur of 1t .and wanted: restraint to
continue pince they balieved it-helped to.curb nflation.
Opinion polls over’a’period of time had shown: considerable
Fublic support for the idea in pr:.ncipla even when specific
aspetts were felt to be unfair. - We couid' not support incomes
policy in Govermpent and sttack it in Qpposition: that
8imply incresmed’ pu‘blid‘cynicism towards: politiciane.

Above ell, there wae:.thel monupoly. poier &f certain unions,
and the fact that unior militante were o much mora powerful
than they were, for exampld,” in’Germany. We would be unwise
to oppose an incomes pelicy until wa had faund 2 method (if
there was cne) 0% reduc-i:g the menopoly power of the unions,
However much racession’ high: unemployment were moderating
pay ¢laims, the problem rempined of what we: would do when
the recession came t¢ an end. While any incomes policy
tended to run into difficulties after two yenrs, it waa
signifivcan that there had been income policies of va.r:l.ous
kindse in Britﬂ:m fo‘r most -o:r th& 13311 ten years.

(3) It woula 'be very ﬂlfficult to refuse to support a
reascneble pucceesor to' the £6-1imit if the XU offered one.
Above all, we weeded t0 concamtrate on restraining pay increases
in the public sector, after which we might expset $he private
sector to follew this lead. Sich an approach had some
suceass in 1970 ~ 1372, when the Conservative Government had
halved:the raka of inflabion.partly by taking-a tough line
with the public sector. However, high uhemployment in the
winter of 1971 < -I972 had not 1gravented the success of the
miners”strike then. o 5

)“'Qha Gwernment weré ’11kaly tu ran - into pax'ucular
dlffitmlt’ies beécauese-they -were -LTikely 10 be obliged by the
aconomic ‘gitugtion to tighten their incomes restraint pro-.
gresgively; whereae ‘the ‘best ‘appreach was: gradually to be
able to reiax the 'policy, ‘peying regard to dszerentials,
ralativitiea, and anomeliee a%:r:‘--:-

(5) Any declsmn we arrived at on thts subject was.
unlikely %o affect the outcome of the Coventry by~electicn.
Wo should await the Government memsurea in the next few months
and we:Bhould avoid disputes of principle smong ourselves.: -
But we needed” to heve a-view by egrly summer. This would
need to relate our policy for incemes" o our criticiems of
the Government's’ taxation s.nd pub:l.' expenditure record, linking
the three togéther. ~

Sir Geoftrey Howe summed up the discussion: on the whole,
we were opposed {0 pay norms; we should abeve all.give attenticn
%o the fiscal and monetery aspects of controlling inflatisn,
and the use of cash limitsy. price centrols cught to be
reduced if prof:.tab:.l:ntsr wax'e 1:6 retuz-n. R

Lo

The méaf-ing"elosed et 6.25 p;m.
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