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From; The Rt. Hon. Sir Geoffrey Howe, QC MP

HQUSE OF COMMONS
LONDON SWIA OAA

D 2%rd November, 1976

T had a brief talk on Saturday before dinner at the
American Embassy with Elliot Richardson, now US Secretary
ol Commerce, during which we were Jjoined by the German
Ambassador.

It was c¢lear from this that both those Governments
and, they sald, the French were sympathetic to the Government's
objective of securing international help to "deal with" the
Sterling balances.

Richardson, ostensibly over here to wisit Poland, had
had long talks wlith Hesley and Lever. The latter had ocbviously
impresged him with his view that econcomle management was
absurdly domlinated by traditiconal technlques and that it should
be perfeetly possible, by direct control of the banklng sector .
and 350 on, te cover large government berrowing without the usual
accompaniment of high interest rates, More sericusly, Richardson
had cbhviously been impressed by the case That they both wmade against
large redquetions in public sector spendlng at a time when the economy
was already working below capaelty since 1t was difficulft to Justify
the further rise in unemployment that would follow sendling cuts,
whlch could lead fto sericus soclal conflict. Richardson contrasted
this with the "theological™ commitment of Simon to the more orthodox
approach of emphasis on control of the money supply &nd so, in our
conktext, of public gpending.

I took the opportunity of saying that, gs a lawyer like
Richardson, I had no enthuslasm for economiec theology but that
we nevertheless preferred the Simon view and were fearful that
the attitude of international creditors could lead to continued
Tinanecling of the Government in a policy that would still leave
pur fundamental problems wholly unsolved,




Richardson, who 1s in any case on the Liberal wing of
the Republican Party and presumably inclined to sympathise
with the Healey/Tever approach, appeared to take my point
serlous not least, I suspect, because it was in line with most
of what he would have been hearing in Washington.
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Having read this
note, Sir Geoffrey
wondered if you would
like him to try and see
Simon while he is over.
You will remember that
you are seeing him on
Sunday evening at the
Armstrongs' for dinner,
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