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GOVERNMENT STRATEGY: PAPER NUMBER 2

INTRODUCT ION
INTRODUCTION

purpose of the Paper
1.1

This paper SUggests a programme of action op selected items

rom the consolidated list of proposals circulate
éPRS, and also on supporting communications. ¢ by i

Sstructure of the Paper

SECTION 2 - STARTING POINT: summarises the position reached
at the discussion on 18 June.

SECTION 3 - "ACCELERATORS'": proposes a short list of items
from the consolidated list, on which work could start

immediately. The short list itself is shown at
Appendix A.

SECTION 4 - THE RECOVERY PROCESS: summarises briefly the nature
and timescale of the economic recovery process.

SECTION 5 - CHANGING ATTITUDES: summarises our model of the
attitude change process and suggests the main elements

of the communication programme.

SECTION 6 - CONCLUSION: summarises the paper, proposes Agenda
at Appendix B.

STARTING POINT

2, .
. This Government will, in the end, stand or fall, like any

other, by its performance in turning the economy round. This
leans ending iﬁflation and getting back onto a"growth pathléﬁ
the first term, and maintaining the growth at "Western wor
rates in the second term.

2,9 .
The first Strategy Paper used the word "stabillsatlog"iheThere
May haye been some misunderstanding here. ;t was no T
Intention to use that word in public commun1cat1ogs, bgefgrep
:s i label to describe the things that h;d to Z:d 2::t
ngel economi d be resumed. We agreed .
'Stabilisat;gngrg:;hcgg:;inly not a word to use 1:hgﬁggugica

ons, as it zero growth. However, we

Carefy | Opiigggeigggarch sﬁzgests that people are moz:ndards.
¥orrieq about rising prices than about static living s




We &
rate
ears-

which will

; Government failures hay
A1l pigglgﬁitral issues of inflatiop
with ining. Until those problems are
barg?rl extremely fragile and the Gover
nggwn off course" as Governments have

ertainly don't want to raise

The lower the real growth
for economic and social Stability,
o

be impossible to

people's hopes of a growth
achieve ip the first two

rate, the greater the need

€ been failures to grapple
» Productivity and Suicidal
solved, the economy will
nment will be as easily
been in the past.

We agreed that an incomes policy or freeze should not be

2.3 sidered. This would be a cul de sac,
ggnall our major policies.

representing defeat

The only route open to us is

continuing monetary discipline and Sustained education and

persuasion of the public and union leaders.

The more successful

are in showing our absolute determination to follow this
weth the more quickly will people come to see that unions'
p:teépts to get ahead of the inflation rate are (a) irrespon-
Zible because they cause unemployment, gnd (b) unnecessary
because we have the power to end inflation, and intend to do

SO.

. L o\ R ey
lso discussed the possibility of publlshlng mone

firgets two or three years ahead as part of this process of

lowering inflationary expectations.

2.4 We said that we needed a suitable name fo; the recovery
programme - for example Renewal, Resporaf1on, Rebullﬁlng,sures
Reconstruction - and a list of positive ''accelerator' mea 3

2.5 A list of potential strike problems would be provided by the
Civil Contingencies Unit.

"ACCELERATORS"
— e aUhD

31

Ministers,

3.2

: 1s b
CPRS has circulated a consolidated list of proposa. y

original
The 1ist jig 5 long one and now goes beyond the 5
"accelerator! concept. But we shoul
ThoUStive list of all the ideas we lect from the list for
The question now is what we should selec

lmmedigte action.

3.3

d maintain it as an
have come up with so far.

essages of
Policy measures are themselves the most powerful m g

all ap

determing tiog .

tasks jg i
should to jolt

-

the
If we agree that
the British economy

ich wil
choose those measures whic k effect.
themSelves and also b ihis psychological shoc

2

= its
out a Govermment's values, its objectives,

ost important of our
gack to life, then we .
1 be both beneficial in




cordingly, I have proposed g short list of
c

s i measures grouped
s ﬁogether under appropriate political Messages. See Appendix A.
9

am not suggesting that the messages shown ip Appendix A are
I-terally used as slogans. They are intended Simply to show

' t each new measure must make ap lmmediate political point,
:zawell as having beneficial long-ryn economic effects.

There are other importan; items on the CPRS 1ist.
3.5 will see that Appenglx A omits some
P 1.2, 3.8, 5.1, 8.5, 129 8 "
; 'k’should not start on them soon, but because I believe that
wOrshould concentrate, initially, on ga Ssmall number of measures
Z:pable of generating the maximum communications impact.

In particulaz
of the starred items
This is not because

If we can agree such a list, we will then need to consider the
chanics for progressing over the next two to three months,
sith a view to announcing the first measures in the autumn.

3.6

- j 1 licy
e are,; of course, .other major issues (gg energy po 2
i gggio-electronics, the Post Office) which involve many
Departments, huge investments, long timescales, and where the
penalties for not 'getting it right" will be very large. But
these have not been considered here.

‘ 4, THE RECOVERY PROCESS

4.1 This section briefly summarises the nature and tlme§;§1e :g the 4
economic recovery process. This is, of.coux:se‘,j faménla;per
Ministers, but I think it is worth putting it ownd goéday ]
because it can be forgotten under the pressure Ofti:Z-Of
events. When that happens, the long-term perspec
Government strategy can be forgotten also.

- Changing Individual Behaviour

i hat there
The 1list of proposals circulated by CPRglremlngﬁegz Es simply a
are no new ideas for solving the UK pro em.n times before,
large number ot measures, all worked o the System a little bit
each of which can do no more than move ge ans on the
learer recovery. In the end, eVery?hlggidugls. This is why
3ggregate behaviour of millions of ARGLY, communications - both
ro dave to invest considerable effort il1 alter attitudes and
Policy measures and messages - which wi
thus behaviour,

£
QEEEEEE_EEQ,Framework Right

L&l

: ke moving a |
Getting the recovery process going is razh:r ti one where it
tree from a position where it cannot thr vté there'. ‘
Bl 3 ghe job of "getting from here
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ogce we have transplanted the tree, it wi1j start to recover
ng put it w11% take 1ts_own time. So it is with the economy (o;
ony other self-organising System). There will still be
ccelerator measures we can take tq
2hance: but (despite our choice of tp
t easy to make it "go faster", That has
Q?adual change in inflationary expectationsto :
tanding, the feelings of'hope and progress
intrepreﬂeur‘al talent. The culture hgs to ¢

ait for the
€conomic under-

the emergence of
hange.

The main objectives of the Government's pro
4,3.3 sound currency, reducing union power ang thus freeing

abour market, reduc;ng public spending and taxati d

;eem too simple for intellectuals. ation ° miy

the only way to bring about changed €conomic behaviour,

I1f the framework is wrong, nothing else can come right.
example, there was never much hope that Government exhortation
could change the anti-business bias of the education system or
produce a technical design renaissance in industry, in a
country:whose tax rates ranged from 83% to 98%. Those tax
rates spoke more powerfully than any Government message could
do about the value Britain attached to wealth creation.

4.4 The Process Takes Time

44.1 Everyone knows that turning round one sick, medium-sized
company can take five years of single-minded effort by a team
of capable individuals. The result is not Jjust financial
health and competitiveness, but restored morale and confidence.
The firm's ethos has to be rebuilt.

14,2 By contrast, we have seen Governments in the past trying to
demonstrate success in two years and thus ensuring failure in
five. We have to get the framework right, using all possible
accelerators, and then wait for the results. Our mgin concern,
during that waiting period, will be to maintain social
cohesion and thus frustrate the efforts of left-wing activists -
whether in unions or in deprived urban areas - to make things
fall apart before the results can show.

In public Spending in particular, the real benefiti of today's
efforts will show through in two to three years. S a
Bewspaper article put i%: "Ministers must say 'No' and keep

oh saying 'No', until their jaws ache". There will, of couzes,
e exceptions,'but they must be exceptions that prove the rule.

Go

Vernment Style

A i the lon
hiﬁl?hl§ means that Government must pace itself §grhas ok e

i int.
t is running a marathon, not a Spr
$Bough gy, g i14 in its own system to handle the
1nevitab1ea§§ocg; Eﬁﬁliéﬁgﬁgks. It needs regular stockt:ki;gt
s §nSure that it has not lost its sense of direction an

't hag learned the lessons of past mistakes.
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t of the Govermment's style shoylqg be th
aches to communicating that Style -
e work" - to all who work ip 1t.

€ importance it

Par n
the way we think, the

154 att
way W

CHANGING ATTITUDES
CHANGING 2-- - 2>

' Nothing Will Happen Unless AtEEEEESE_Eggggg
5.1
o

5.1.1 lisere: 25 1O poss%bility of economic recovery without different
i individual behaviour; no hope of different behaviour without
different attitudes.

We need the new gttitudes not only for revitalising the economy
but also for facing the J-curve stresses of the first two to
three years. And we need major shifts in attitude to be sure
of winning a second term.

51.2

5.1.3 We won't change attitudes unless we understand the process by
which attitudes change. The next sub-section briefly
recapitulates the original Stepping-Stones thinking on this.

5.2 The Attitude Change Process

3.2.1 The traditional model of political communications resembles a

military bombardment, in which you bomb your audience into
agreeing with you, shouting louder when they appear not to

understand.

2.2 The model we have suggested in earlier papers is quite
different. It is based on the private perception of reality
by the individual. The analogy we used was the building of
a model of, say, St Paul's, out of matchsticks. The structure
Would gradually take shape, but only when most of the match-
Sticks were in place would the observer suddenly realise the
Deaning of the model. At that point his attitude would start

to change.

52_3

Each lugget of information that reaches him (g speech, two
Seconds on TV of the Grunwick pickets, an article, the repgrt
°f a new wage claim, the plight of the Boat People) may only

© One matchstick. This is why major speeches which take a
reat deal of egfort to preparg are often not particularly

c°st—effective in communication terms. Their '"yield" is usgally
°uly one or two matchsticks, in a few column inches. And of .
15Urse they are discounted to some extent as propaganda, whic
lve events - eg Grunwick, NUPE - are not.

S%nCe in the nature of things we will seldom get everything
:%ght' it is a matter of making sure we take two or §?§e§e
PS forwarg for each step back. Of course there w

°CCa31°na11y a rapid succession of matchsticks - as, for

A
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5.3.2

5.3.3

Sy

example, the events of last winter whicp altered the '"mental
Setel, &t least tgmporarlly, °f a significant proportion of
e elector?te' Aut whenever we get something Wrong. oné cr
£WO matchsticks will be removed frop the model we aré tryin
to build. g

The important thing to recognise
many matchsticks and lots of time

months.

is that the process requires
= usually years rather than

Establishing the Criteria by which we want to be Judged

We must establish very clearly in the public's mind the "job
you voted us in to do", with particular emphasis on its moral
dimension, not just the economics. The electorate said that
Britain just could not go on like this, that things had to
change and that is why we are changing things.

The criteria of judgment must be relatively modest on economic
growth. They will be high on ending inflation, whether we like
it or not, because people will insist on holding us accountable
for that.

We have to show that the healthy economy and the healthy
society are closely related. Inflation is the obvious example
of a breakdown in economic health leading to a breakdown in
moral health.

Every opportunity must be taken, when responding to events or
presenting new measures, to do so in the context of this
complete picture of what we stand for, what we were elected

to do and our calm determination to do it. Government's style
must proclaim our values (firm but fair, consistent, no
favourites, treating people as adults and expecting them to
behave in an adult way).

Similarly, every opportunity must be taken to teach economic
réalism. Public sector pay awards should be instantly
translated into price or tax rises. The impact o po§51blg
future awards on prices, taxes or jobs could be explained in
the same way. No more euphemisms, no more painkillers.

The Importance of Surprise

This was referred to in section 3.3 above. It is not invariably
;ight to move slowly and cautiously when introducing cgagggé

bls will pe a matter for careful political judgment, uh

oy well be that the greater the problems, the greater Eei
Eeneralefear ana uncertainty among the public, the grea

¥il1 pe the need for boldness.




pere are two main'reasons why speed

42 Tt can make it easier, not harder,

5 1hanges before the defenders of the
gesistance bapst.

can be helpful. Firstly,
to push through radical
Status quo can organise

secondly, shock treatment may be the
the British economy and people out of
widespread expectation that nothing wi

othing ever has changed, in most peop
;ajor obstacle to recovery.

only thing that will Jjerk
their torpor. The

11 change (because

le's eéxperience) is a

example of shock was the Budget,

5.4:3 ﬁegggg had gdmitted the need for a gwitcth§ ZgggagigriopaSt’
indirect taxation. TFor thirty years Britain had dithereq and
agonised about whether it was politically possible to bring
top tax rates down to the levels.which were accepted as
perfectly normal in other countries. Then, suddenly, both
things were done, and the heavens did not fall. The point is
not the merits of the particular measure taken, but the sudden
dismantling of the conviction that change is impossible,

5.4.4 If we agree that the British economy is on the verge of dying
from an overdose of tranquillisers, then we may have to take
some risks, with a succession of quite violent shocks, if we

are to get its heart beating again. Too much caution may
turn out to be dangerous.

5.5, Key Elements of the Programme

5.5.1 At present, we see the following elements:

(1) Counter-Propaganda. This was referred to in the first
Strategy Paper and is a long-term Party.polltlcal
programme geared towards the 1983 election.

(11)  Economic Education. This is a Government-sponsored

- i i d
"facts of life" programme which has been discusse
briefly at 18 f‘Jufy meeting of the Committee chaired

by the Secretary of State for Industry.

L i i ead off the immediate
() Head-Off. This is a programme to h Lol il
threat of absurd union wage claims ang ! ot
moving the unions to a more constrgctlve rohe. s S
Strauss is currently working on this, ?ut t S
part of it was also discussed at 18 July meeting

Committee referred to above.

3.5 9
| There yj) i of the communication
1 be other important parts e cC
DrOgramme_ For examplg, a particularly difficult problem may

be th : - ropaganda. Effective -
°°unt: Countering of anti-nuclear p g:g vaBY yenzedn Bean A Gl

= i equi.
ang degipropaganda in Shatedio s 1d take years rather than

gn. The ogramme itself cou
Monthg to e

yield results.

. 48
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Co_ordination

An effective communication programme Tequires the constant
gk gearch for opportunities, in terms of day-to-day events to
provide pegs on which to hang our messages, ,

v

really need a small ‘tactical committee which
63 ¥§equently to ensure that we are right up-to—dgte?ezgficipating
the events of the next few days and thys able to react fast to
poth opportunities and problems as they occur, in a way which
is absolutely consistent with our long-term Strategy (in other
words, ensuring that we add further matchsticks, rather than
allow someone to knock a few off).

CONCLUSION

This paper can be summarised as follows:

1) Reducing inflationary expectations is our most urgent
task. We have to show that it is employers and unions
who, between them, can decide whether to create or
destroy real jobs. Government's Job, which it can do
without any doubt, is to restore the currency. This
Separation of responsibility for a stable currency on
one hand and employment on the other, is crucial.

(2) It is for us, not our political opponents, to establish
the criteria by which our record in office will be
Jjudged. That is an important part of our communication

Programme.

(3) Economic recovery can only flow from changed‘inqiyidual
behaviour. That requires, in turn, changed individual
attitudes.

(&) Changing attitudes is a stick-on-stick business. It is

neither simple nor obvious. It requires its own
Strategy, and painstaking co-ordination.

(5) In changing attitudes, Government actions speak louder

than words. We have to choose policies which are
themselves strong statements about change.

(6) There are no really new policy ideas. The new ideas

have to come in political communication.

(7)

Every year,
decisions
Everything

Economic recovery is a slow process.
Government reaps the rewards or penal::iiigﬁ.
Made between two and about ten years

8 g 93
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Wogds; tand this, too. ctorate have to
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"ACCELERATORS" APPENDIX A

CPRS List Numbers
=30 List Numbers

"ENCOURAGE THE WEA LTH-CREATORS"

Corporate taxation 6.5

(0]
(ii) Personal taxation and differentials 2.1, 2.9 9.1

(iii) Entrepreneurship, small businesses 10.2, 10.3, 6.3

(NB: The addition{il proposals from the Secretary of State for
Industry are particularly relevant to these measures. )

B. ""CUT THE RED TAPE"

(iv) De-regulate industry:

- General and Regional 6.6, 7.1, 7.2, %057
- Small firms 10.1
(v) Free up housing and land B2k daad, 1102,
11.4
C. "RESTORE THE RIGHT TO WORK"
(vi)  Consider restrictive practices, S20 s AN

closed shop, ACAS, EPA

(NB: Some of these are already in hand.)

2 "LET THE MARKET ECONOMY SERVE THE PEOPLE"
(vii) Competition policy 8.1

(viij) Reduce public sector monopolies 13.1, 13.2

. i to
%) Involve workers in their firm's :233 and note

Success

They emphasise

. s " LIS
NB: (vii) and (ix) are especially "symbolic Y alchs or

that o p d benefit everyone,
bosSes_ )ealthy economy shoul
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2.

APPENDIX B

A POSSIBLE AGENDA

What short list of measures do we select to start

work on?

What should be the mechanics - committees etc - for
progressing the work?

Is there agreement on the communications approach

and the main elements of the communication Prog



