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NOTE OF A MEETING WITH THE TUC ECONOMIC COMMITTEE HE LD " 

IN ROOM 29/2, IIM TREASURY ON THURSDAY, 26'J'Ii JULY, 1979 


The C h a n c e l l o r accompanied by the S e c r e t a r y o f S t a t e f o r 
I n d u s t r y and the C h i e f S e c r e t a r y r e c e i v e d members of the TUC 
Economic Committee at the Tr e a s u r y y e s t e r d a y at t h e i r r e q u e s t . 
Annex 1 l i s t s those p r e s e n t at the meeting. Annex 2 c o n t a i n s 
a TUC pr e s s r e l e a s e i s s u e d by Mr. Murray at the end o f the 
meeting. 

The C h a n c e l l o r welcomed the Economic Committee. He hoped 

they would f e e l f r e e t o ask f o r a meeting whenever they had 

views t o o f f e r the Government. Lord A l l e n thanked the C h a n c e l l o r 

f o r s e e i n g them. He had t o say t h a t the t r a d e union movement 

f e l t deep concern at the d i r e c t i o n of Government p o l i c i e s . 

Mr. Murray would e l a b o r a t e . 


In an opening statement Mr. Murray r e c a l l e d t h a t tne Genera l 

C o u n c i l had met the p r e v i o u s day i n an atmosphere o f genuine 

concern and d e p r e s s i o n . T h e i r unanimous c o n c l u s i o n was t h a t 

the d i r e c t i o n o f Government p o l i c i e s endangered p u b l i c e x p e n d i t u r e , 

l i v i n g s t a n d a r d s and j o b s . Concern had been expressed a l s o 

about the inadequacy o f c o n s u l t a t i o n w i t h the t r a d e u n i o n 

movement. A f t e r the Budget the C h a n c e l l o r had i n d i c a t e d h i s 

r e a d i n e s s t o c o n s u l t the TIC about economic p o l i c y . Yet major 

d e c i s i o n s nad been announced without c o n s u l t a t i o n o f any k i n d . 


Mr. Murray went on t o exp r e s s the TUC's concern at the 
savage a t t a c k on the p u b l i c s e c t o r and p u b l i c s e r v i c e s . The 
Government were rumoured t o be c u t t i n g p u b l i c e x p e n d i t u r e by 
anutiiex- l b b i l l i o n . The C h a n c e l l o r had spoken o f s e l l i n g 
a s s e t s worth £1 b i l l i o n . Cuts on t h i s s c a l e v/ere c e r t a i n t o 
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reduce demand on the p r i v a t e s e c t o r as w e l l as g r a v e l y damaging 

the p u b l i c s e c t o r . A g a i n s t t h i s the income t a x r e d u c t i o n s i n 

the Budget b e n e f i t e d o n l y a s m a l l m i n o r i t y o f p e o p l e . The TUC 

were unconvinced o f the improvements t o i n c e n t i v e s . The 

Government's a c t i o n s would reduce output and consumer spending 
by 1 per c e n t ; cut p r i v a t e s e c t o r investment by  1 | per c e n t ; 
and .further depress the economy. M i n i s t e r s were d i g g i n g a h o l e 

i n the p u b l i c s e c t o r which i  t was i m p o s s i b l e f o r the p r i v a t e 

s e c t o r t o f i l l  . What were the C h a n c e l l o r ' s e s t i m a t e s o f the 

l i k e l y l o s s of p u b l i c s e c t o r j o b s ? How soon would the f i g u r e 

o f 2 m i l l i o n unemployed be reached? Would the f i g u r e go even 
h i g h e r ? P u b l i c s e r v i c e s were an i m p o r t a n t component of 
l i v i n g s t a n d a r d s . Cuts i n d i r e c t t a x e s accompanied by 
c u t s i n p u b l i c s e r v i c e s d i d not r e p r e s e n t an improvement i n 
l i v i n g s t a n d a r d s . The TUC were opposed t o s u g g e s t i o n s o f a 
new c o s t of l i v i n g i n d e x i f t h i s d i d not r e f l e c t changes i n 
the s t a n d a r d of p u b l i c s e r v i c e s . 

The Government c o u l d not blame f a l l i n g l i v i n g s t a n d a r d s on 

OPEC. As an o i l producer r i s i n g energy c o s t s would not harm 

our terms of t r a d e . Any d i m i n u t i o n o f l i v i n g s t a n d a r d s i n 

the next t w e l v e months would be due e n t i r e l y to the d e f l a t i o n a r y 

e f f e c t of the Budget. The o n l y d i r e c t e f f e c t would come from 

i n f l a t e d p r o f i t s f o r the m u l t i n a t i o n a l o i l companies; these 

s h o u l d be d e a l t w i t h by i n t r o d u c i n g a w i n d f a l l p r o f i t s t a x . 

The Government were mi s t a k e n i n t h e i r economic a n a l y s i s . 

The people would come t o r e c o g n i s e t h i s as l i v i n g s t a n d a r d s f e l l . 

I t was time f o r f r a n k s p e a k i n g . 


The C h a n c e l l o r r e p l i e d t h a t the Government shared w i t h 

the TUC a common o b j e c t i v e i n s e c u r i n g b e t t e r economic performance 

and b e t t e r p r o s p e c t s f o r the B r i t i s h p e o p l e . They were not i n 

o f f i c e t o t r y s t r a n g e new e x p e r i m e n t a l t h e o r i e s on the economy. 

Government p o l i c y was the product o f c l o s e a n a l y s i s o f the 

economy i n O p p o s i t i o n .
day i n a speech at A l n

 But, as he had
w i c k , the o u t l o o k

 p l a i n l y
 f o r outp

 s a i d the
ut was 

 p r e v i o u s 
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" f r i g h t e n i n g l y bad". 


In r e p l y to Mr. Murray's d e t a i l e d p o i n t s , the C h a n c e l l o r 

denied t h a t the UK c o u l d be i n s u l a t e d from the e f f e c t s o f the 

g e n e r a l o i  l p r i c e i n c r e a s e . As a t r a d i n g n a t i o n we s u f f e r e d 

e x t e r n a l l y from the reduced p r o s p e c t f o r w o r l d growth and 

i n t e r n a t i o n a l t r a d e , because o f the burden on the o i l consuming 

c o u n t r i e s . I n t e r n a l l y , l i v i n g s t a n d a r d s s u f f e r e d because the 

h i g h e r r e l a t i v e p r i c e o f o i l meant l e s s t o spend on o t h e r t h i n g s . 


The Government shared the TUC's w i s h t o see r i s i n g s t a n d a r d s 
o f p u b l i c s e r v i c e s . By i n t e r n a t i o n a l s t a n d a r d s , the q u a l i t y 
o f our p u b l i c s e r v i c e s was f a l l i n g . M i n i s t e r s were not 
t h e o l o g i c a l l y opposed t o p u b l i c e x p e n d i t u r e . The f i r s t p r i o r i t y 
was to get the economy back on c o u r s e . I t was wrong t o t a l k o f 
savage c u t s i n e x p e n d i t u r e . As the C h i e f S e c r e t a r y had 
e x p l a i n e d i n the House o f Commons the p r e v i o u s day the Government 1 

aim was t o s t a b i l i s e the l e v e l o f p u b l i c e x p e n d i t u r e . The 
c o u n t r y c o u l d not a f f o r d the i n c r e a s e s planned by the l a s t 
Government. P u b l i c e x p e n d i t u r e t h i s year had t o be c o n t a i n e d 
t o the l e v e l i n 1978/79-

As f o r s a l e s o f p u b l i c a s s e t s , a s e n s i b l e d i s p o s a l s p o l i c y 
had two advantages. F i r s t , i t enabled the r e d u c t i o n i n o t h e r 
p u b l i c e x p e n d i t u r e t o be s m a l l e r . Second, i  t enabled our 
p u b l i c c o r p o r a t i o n s t o b e n e f i t from access t o p r i v a t e c a p i t a l . 
The C h a n c e l l o r went on t o r e j e c t t a l k o f " d i g g i n g a h o l e " i n 
p u b l i c e x p e n d i t u r e . H i s own PSBR t a r g e t f o r 1979/80 was o n l y 
Ii b i l l i o n l e s s than h i s p r e d e c e s s o r ' s t a r g e t . B e f o r e the 
Budget measures, t h i s y e a r ' s PSBR was r u n n i n g at around 
J i l l b i l l i o n . That was u n s u s t a i n a b l e and everyone agreed i t 
had t o be reduced. T h i s c o u l d have been a c h i e v e d by r e d u c i n g 
p u b l i c e x p e n d i t u r e or r a i s i n g t a x e s . The Government, l i k e the 
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TUC, wanted t o get t a x e s down. S e n s i b l e c u t s i n p u b l i c 

e x p e n d i t u r e were the o n l y a l t e r n a t i v e . That was the f i r s t h a l f 

o f the e q u a t i o n : the o t h e r h a l f i n v o l v e d measures t o improve 

the s u p p l y s i d e o f the economy. T h i s would take time to come 

through. Meanwhile, the poor o u t l o o k f o r growth was 

u n d e n i a b l e w h i l s t p u b l i c spending and i n f l a t i o n were brought 

under c o n t r o l . Improvement i n l i v i n g s t a n d a r d s would have to 

be d e f e r r e d . Nor would he deny the p o s s i b i l i t y o f h i g h e r 

unemployment, though the p r o s p e c t s here turned d e c i s i v e l y on the 

o u t l o o k f o r pay s e t t l e m e n t s i n the p u b l i c and p r i v a t e s e c t o r s . 

But the f a c t remained t h a t t h e r e was no a l t e r n a t i v e i f the 

Government were t o make room f o r manoeuvre i n the economy. 


Mr. Murray made f o u r p o i n t s i n r e p l y . F i r s t , the TUC 

c o u l d not accept a s m a l l improvement i n l i v j n g 

s t a n d a r d s than o t h e r c o u n t r i e s at a time when North Sea o i  l 

equipped the UK b e t t e r than i t s c o m p e t i t o r s t o s u s t a i n h i g h e r • 

investment and growth. We had an o b l i g a t i o n not t o add t o the 

p r o s p e c t f o r w o r l d r e c e s s i o n , t o i n c r e a s e the l i k e l i h o o d o f 

" s l u m p f l a t i o n " . Second, the TUC v/ere c o n v i n c e d t h a t improved 

p r o d u c t i v i t y and performance depended c r i t i c a l l y on h i g h c a p i t a l 

u t i l i s a t i o n ; t h i s was t r u e e.g. i n c h e m i c a l s , i n s t e e l and i n 

g l a s s . We s h o u l d be i n c r e a s i n g economic a c t i v i t y , not r e d u c i n g 

i t  . T h i r d , the T r e a s u r y computer must be p r o v i d i n g M i n i s t e r s 

w i t h unemployment f o r e c a s t s . What were they? F o u r t h , the 

C h a n c e l l o r had spoken o f r e d u c i n g the PSBR, but lower growth, 

reduced incomes and h i g h e r unemployment would s u r e l y i n c r e a s e 

the need f o r p u b l i c b o r r o w i n g . 


The C h a n c e l l o r d i d not deny t h a t the s h o r t term p r o s p e c t s 
f o r growth were gloomy. But w i t h money s u p p l y t i g h t l y 
c o n t r o l l e d , he r e p e a t e d t h a t the l e v e l o f pay s e t 1 1 e m p n t s w n i [ ] r ^ 

c r i t i c a l l y i n f l u e n c e the o u t l o o k f o r j o b s . he remained p u z z l e d 
b y the TUC's i n s i s t e n c e on h i g h e r growth at a l  l c o s t s . To 

. U. -


CONFIDENTIAL 




CONFIDENTIAL 


the e x t e n t t h i s came from improved e f f i c i e n c y and p r o d u c t i v i t y 

they were on common ground. But the TUC seemed t o be l o o k i n g 

f o r h i g h e r growth from h i g h e r demand. How d i d Mr. Murray 

suggest the Government c o u l d s u s t a i n a h i g h e r l e v e l of p u b l i c 

s e c t o r b o r r o w i n g w i t h o u t f o r c i n g up i n t e r e s t r a t e s , an e x c e s s i v e 

growth i n money s u p p l y and a c c e l e r a t e d i n f l a t i o n ? I s t h a t 
what the TUC were a d v o c a t i n g ? As f o r the i-.'orld economy an 
u n d e r l y i n g t r a d e d e f i c i t o f £2 b i l l i o n f o r the f i r s t h a l f o f 
the y e a r was h a r d l y i n d i c a t i v e o f a c o u n t r y not p l a y i n g i t s 
p a r t i n m a i n t a i n i n g w o r l d t r a d e . 

Mr. Murray thought M i n i s t e r s were a p p r o a c h i n g the matter 

i n too s t a t i c and m e c h a n i s t i c a way. The PSBR had t o be 

loo k e d at d y n a m i c a l l y . By g e n e r a t i n g e x t r a r e s o u r c e s higher
growth would not i n f l a t e the PSBR by as much as low growth and 

h i g h unemployment. The Government s h o u l d be ready t o t a k e 

r i s k s t o m a i n t a i n jobs. The C h a n c e l l o r s a i d t h a t w i t h i n t e r e s t 

r a t e s a l r e a d y s t a n d i n g a t 14 per cent such r i s k s were not 

a c c e p t a b l e . The S e c r e t a r y o f S t a t e f o r I n d u s t r y emphasised 

t h a t j o b s would be t h r e a t e n e d j u s t as much by a co m b i n a t i o n o f 

h i g h i n t e r e s t r a t e s , crowding out o f the p r i v a t e s e c t o r and 

a c c e l e r a t i n g i n f l a t i o n . 


Lord A l l e n s a i d he was confused by the Government's apparent 

b e l i e f t h a t c u t s i n p u b l i c e x p e n d i t u r e c o u l d improve growth. 

The C h a n c e l l o r s a i d t h a t the b e l i e f t h a t one c o u l d g e n erate growth 

and employment by expanding the money supp l y was no longfc/valid. 

We now knew t h a t the r e s u l t would be f a s t e r i n f l a t i o n , h i g h e r 

i n t e r e s t r a t e s , fewer j o b s and l e s s growth. By c o n t r o l l i n g 

p u b l i c s p e n d i n g , i n t e r e s t r a t e s c o u l d be r e d u c e d , the economy 

put i n t o b e t t e r b a l a n c e and the f o u n d a t i o n s l a i d f o r resuming 

growth a g a i n . Mr. Murray r e p l i e d t h a t the Government's p o l i c i e s 

seemed t o him t o be a r e c i p e f o r b a n k r u p t c i e s and unemployment. 
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It a l l sounded very odd. The C h a n c e l l o r s t r o n g l y c o n t e s t e d 

t h i s ; the e x p e r i e n c e o f 197^/1976 demonstrated t h a t b a n k r u p t c i e s 

and unemployment would be more l i k e l y t o f o l l o w from an 

u n s u s t a i n a b l e l e v e l of p u b l i c s e c t o r b o r r o w i n g . Mr. Murray thought 

that p r e o c c u p a t i o n w i t h the money supply was l e a d i n g the 

Government t o un d e r v a l u e o t h e r e q u a l l y i m p o r t a n t f a c t o r s . 


Mr. Murray then made some remarks about the n a t i o n a l i s e d 

i n d u s t r i e s and p u b l i c c o r p o r a t i o n s . Alone o f major i n d u s t r i a l i s e d 

c o u n t r i e s , we were d i m i n i s h i n g our a b i l i t y to c o n t r o l energy 

s o u r c e s . C u r r e n t US e x p e r i e n c e was p a r t i c u l a r l y r e l e v a n t . 

To s t r i p BNOC o f i t s powers o f i n i t i a t i v e and management was 

t o t a l l y backward l o o k i n g . The TUC were a l s o concerned t o l e a r n 

of major changes planned i n the s t r u c t u r e and f i n a n c i n g o f some 

key n a t i o n a l i s e d i n d u s t r i e s . D e c i s i o n s had been announced which 

t h r e a t e n e d t o weaken B r i t i s h A irways and B r i t i s h Aerospace. 

T h i s was a l s o t r u e o f the Post O f f i c e . And t h e r e were doubts 

about the l o n g - t e r m p r o s p e c t s f o r s t e e l and s h i p b u i l d i n g , w i t h 

damaging consequences f o r j o b p r o s p e c t s a t S h o t t o n and Corby. 

The Government had embarked upon a p o l i c y o f creaming o f f t o 

p r i v a t e e n t e r p r i s e a l l the p r o f i t a b l e p a r t s o f the n a t i o n a l i s e d 

i n d u s t r i e s w i t h o u t g i v i n g any o p p o r t u n i t y f o r the o t h e r s i d e o f 

the case t o be argued by the TUC or the workers i n v o l v e d . The 

Government s h o u l d know of the b i t t e r resentment f e l t by workers 

i r t hose i n d u s t r i e s . T h i s was nowhere more t r u e than i n the 

steel i n d u s t r y where workers and management had c o - o p e r a t e d o v e r 

a ?.ong p e r i o d t o t a c k l e major s t r u c t u r a l problems and reduce 

c a p a c i t y . The TUC c o u l d not under s t a n d the argument f o r s e l l i n g 

the seed c o r n t o pay medium term d e b t s . Workers were bound to 

defend t h e i r j o b s a g a i n s t d e c i s i o n s which they d i d not u n d e r s t a n d . 

The TUC were p a r t i c u l a r l y alarmed at the t h r e a t s t o BNOC and the 

loss of c o n t r o l over our n a t i o n a l o i  l s u p p l y . 


The C h i e f S e c r e t a r y q u e s t i o n e d Mr. Murray's use o f the U n i t e d 

States as an example of a more e n l i g h t e n e d approach tothere problems 
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On the c o n t r a r y , r e c e n t US e x p e r i e n c e i l l u s t r a t e d the d i f f i c u l t y 

o f a d o p t i n g r e a l i s t i c o i l - p r i c i n g a f t e r too l o n g a p e r i o d o f 

o v e r - r e g u l a t i o n . Adjustment t o market c o n d i t i o n s i n those 

circumstances 1 was bound t o be more p a i n f u l . Mr. Murray's f e a r s 

about l o s i n g c o n t r o l o f North Sea o i  l were m i s p l a c e d . The 

guarantee o f s e c u r i t y of o i l s u p p l i e s l a y i n BNOC's 51 per cent 

p a r t i c i p a t i o n agreements. The Government had no p r o p o s a l s i n 

mind to amend those. C o n t r o l o f UK o i l was t h e r e f o r e s e c u r e . 

The C h a n c e l l o r added, i n r e p l y t o a q u e s t i o n from Mr. Murray, t h a t 

t h e r e was no i n t e n t i o n o f f u t u r e changes i n c o n t r o l . 


The S e c r e t a r y o f S t a t e f o r I n d u s t r y s a i d the Government wished 

t o see l e s s p o l i t i c a l d e c i s i o n - m a k i n g i n the n a t i o n a l i s e d i n d u s t r i e s 

He d i s t i n g u i s h e d between the p u b l i c u t i l i t i e s and p u b l i c 

c o r p o r a t i o n s which were r e a l l y i n t e r n a t i o n a l t r a d i n g concerns 

P r o s p e r i t y and job p r o s p e c t s i n the l a t t e r depended on both 

v i g o r o u s management and c o n t i n u e d access t o a d d i t i o n a l c a p i t a l . 

The Government b e l i e v e d t h a t p r i v a t e s h a r e h o l d e r s i n j e c t i n g 

p r i v a t e c a p i t a l would h e l p t o secure b e t t e r p r o s p e c t s f o r the 

workers i n those i n d u s t r i e s than c o n t i n u e d management by p u b l i c 

boards. Where monopoly p u b l i c u t i l i t i e s were p r o v i d i n g an 

inadequate s e r v i c e the c h o i c e was e i t h e r between a s k i n g the 

c o r p o r a t i o n t o p u l l i t s e l f t o g e t h e r o r t o expose i t t o g r e a t e r 

c o m p e t i t i o n . The s t e e l i n d u s t r y demonstrated a l l t o o c l e a r l y 

how c o n t i n u e d d e l a y i n t a c k l i n g fundamental problems made more 

p a i n f u l the u l t i m a t e adjustment r e q u i r e d . S e c u r i t y o f j o b s 

depended on how q u i c k l y major p u b l i c c o r p o r a t i o n s c o u l d be made 

i n t e r n a t i o n a l l y c o m p e t i t i v e . As f o r the changes i n r e g i o n a l 

p o l i c y , he had been c a r e f u l t o keep the same l e v e l o f support 

f o r the worst h i t a r e a s , w h i l s t making long-needed adjustments 

i n the boundaries o f the r e l a t i v e l y more prosperous p a r t s o f the 

c o u n t r y . He had a l s o r e c o g n i s e d the need t o phase changes o v e r 

a s u f f i c i e n t l y l o n g p e r i o d - d e s p i t e c r i t i c i s m from some o f h i s 

own s u p p o r t e r s . 
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Mr. Chappie, s p e a k i n g f o r the TUC n a t i o n a l i s e d i n d u s t r i e s 

committee, echoed TUC f e a r s about the e f f e c t s on j o b s at 

S h o t t o n . The C h a n c e l l o r had s a i d t h a t t a x c u t s would l e a d t o 

more j o b s , but he f e a r e d t h a t these would be j o b s i n Japan, not 

a,t home. - The S e c r e t a r y o f S t a t e f o r I n d u s t r y s a i d the TUC 

s h o u l d remember t h a t money saved on p u b l i c spending would i n c r e a s e 

consumer e x p e n d i t u r e , so c r e a t i n g and s u p p o r t i n g e x t r a j o b s . 

Mr. Chappie was r i g h t t o t h i n k t h a t some of the e x t r a demand 

would go on i m p o r t s u n t i l B r i t i s h i n d u s t r y became more c o m p e t i t i v e . 

I t was not g i v e n to p o l i t i c i a n s or t o the TUC t o say where the 

e x t r a j o b s would be found. Mr. Chappie r e p l i e d t h a t t h i s seemed 

a simple-minded approach t o r u n n i n g an economy. He f e a r e d the 

Government's p o l i c y c o u l d put c i v i l i s e d b e h a v i o u r at r i s k . He 

d i d not a c c e p t t h a t the Government had a mandate to d i s p o s e of 

n a t i o n a l a s s e t s . He wanted t o know the Government's i n t e n t i o n s 

r e g a r d i n g d i s p o s a l o f BP s h a r e s . Were the employees of BP t o 

p a r t i c i p a t e ? And what assu r a n c e s c o u l d the Government o f f e r i f 

employees d i d not take up t h e i r s h a r e s ? 


R e p l y i n g , the C h a n c e l l o r s a i d t h a t i n h i s Budget statement 

he had made c l e a r the Government's i n t e n t i o n t o r a i s e £1 b i l l i o n 

t h i s y e a r by d i s p o s i n g o f p u b l i c s e c t o r a s s e t s , i n c l u d i n g a 

t r a n c h e o f BP s h a r e s . The aim was t o s p r ead the burden of 

f i n a n c i n g the p u b l i c and p r i v a t e s e c t o r s , both to reduce 

demands f o r Government f i n a n c e , and t o e nable our p u b l i c c o p o r a t i o n s 

t o compete more s u c c e s s f u l l y i n the market p l a c e . He d e p r e c a t e d 

as much as the TUC the shadow which o v e r l a y S h o t t o n : t h i s was 

something which the w o r k f o r c e might w e l l have been spared i  f 

S h o t t o n had s t a y e d i n the hands of John Summers r a t h e r than 

become p a r t o f B r i t i s h S t e e l . Mr. Chappie s a i d he c o u l d not see 

the l o g i c o f t a k i n g t h i s k i n d o f a c t i o n at a time when the w o r l d 

was f a c i n g growing r e c e s s i o n . I t d i d not seem c o n s i s t e n t w i t h 

the aim o f r e d u c i n g the PSBR t o s e l l o f the most p r o f i t a b l e p a r t s 

o f our n a t i o n a l i s e d i n d u s t r i e s . The C h a n c e l l o r r e p l i e d t h a t , t o 

s t a y s u c c e s s f u l , these needed more development c a p i t a l which c o u l d 
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be b e s t p r o v i d e d by the p r i v a t e s e c t o r . But, as had been e x p l a i n e d , 

t h e r e was no q u e s t i o n of t h r e a t e n i n g c o n t r o l of our o i  l s u p p l y . 


Mr. G i l l then spoke about B r i t i s h Aerospace and B r i t i s h 

S h i p b u i l d e r s . B r i t i s h Aerospace was a p r o f i t a b l e e n t e r p r i s e , 

which had been c o n s p i c u o u s l y s u c c e s s f u l under p u b l i c ownership. 

I t had p. world-v/idc- r e p u t a t i o n as a h i g h l y e f f i c i e n t o r g a n i s a t i o n , 

As a h i g h t e c h n o l o g y e n t e r p r i s e i t p r o v i d e d a v a l u a b l e f a l l - o u t 

f o r the r e s t o f i n d u s t r y . He v e r y much de p r e c a t e d p r o p o s a l s t o 

s e l l o f f s h a r e s t o p r i v a t e e n t e r p r i s e . He was p a r t i c u l a r l y 

unhappy about any o p t i o n t o s e l l o f Dynamics, i n the event o f 

d i f f i c u l t y i n d i s p o s i n g of a b l o c k of shares i n the main company: 

t h i s would make the i n d u s t r y unbalanced. As f o r B r i t i s h S h i p 

b u i l d e r s , t h e r e wa^ no immediate p r o s p e c t o f f i n d i n g a p u r c h a s e r , 

but i  t d i d the Government no c r e d i t t o contemplate d i s p o s a l when 

they d i d become p r o f i t a b l e . R e p l y i n g , the S e c r e t a r y of S t a t e f o r 

I n d u s t r y s a i d t h a t the Government would f a r p r e f e r t o s e l l a 

b a l a n c e d p a r t o f the B r i t i s h Aerospace o p e r a t i o n . He c o u l d not 

accept Mr. G i l l ' s c r i t i c i s m o f the Government's a t t i t u d e t o 

B r i t i s h S h i p b u i l d e r s . He b e l i e v e d t h a t the i n j e c t i o n o f p r i v a t e 

c a p i t a l and management c o u l d o n l y b e n e f i t the workers i n v o l v e d . 


At t h i s p o i n t , L o r d A l l e n i n t e r v e n e d t o say t h a t he hoped 

the Government r e c o g n i s e d t h a t c o n s u l t a t i o n d i d not mean t h a t the 

Government t a l k e d t o the TUC o n l y about f a i t a c c o m p l i . 

Mr. Murray s a i d t h i s was i l l u s t r a t e d by developments on the 

N a t i o n a l H e a l t h S e r v i c e . The Government had e a r l i e r i n d i c a t e d 

t h a t t h e r e was no i n t e n t i o n t o cut back the NHS. The TUC had 

s i n c a heard t h a t M i n i s t e r s were not p l a n n i n g to r a i s e the H e a l t h 

S e r v i c e cash l i m i t s f o r i n f l a t i o n o r the i n c r e a s e i n VAT. They 

nad the i m p r e s s i o n o f a r e a l cut-back i n H e a l t h S e r v i c e 

e x p e n d i t u r e of 1100 m i l l i o n next y e a r , d e s p i t e an a g e i n g 

p o p u l a t i o n . The H e a l t h S e r v i c e needed more not l e s s money. 

There had been no o p p o r t u n i t y f o r c o n s u l t a t i o n w i t h the Government 

i n advance o f d e c i s i o n s . The TUC had no answers t o the f e a r s 

e x p r e s s e d by those w o r k i n g i n the H e a l t h S e r v i c e . And c u t s were 
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t h r e a t e n e d i n the C i v i l S e r v i c e , i n l o c a l a u t h o r i t i e s and i n 

quangos. Mr. Murray thought the Government were a l s o m i s t a k e n 

t o throw away the Energy Commission. M i n i s t e r s s h o u l d come c l e a n 

w i t h the TUC. E i t h e r t h e r e must be p r o p e r c o n s u l t a t i o n or not. 

M i n i s t e r s c o u l d not take u n i l a t e r a l d e c i s i o n s and then expect the 

TUC t o h e l p m i n i m i s e the damage. With p r o p e r c o n s u l t a t i o n the TUC 

would expect t o share the r e s p o n s i b i l i t y f o r the consequences o f 

d e c i s i o n s . 


The C h a n c e l l o r commented t h a t the Government were i n v o l v e d 

i n a c o n t i n u o u s p r o c e s s of d e c i s i o n - m a k i n g ; not a l  l d e c i s i o n s 

c o u l d be the s u b j e c t o f c o n s u l t a t i o n . Some i s s u e s were more 

p r o p e r l y d i s c u s s e d w i t h Departmental M i n i s t e r s than 

c e n t r a l l y w i t h the TUC's main committees. C i v i l S e r v i c e s t a f f 

q u e s t i o n s p r o b a b l y came i n t o t h i s c a t e g o r y . So d i d c o n s u l t a t i o n s 

about e x p e n d i t u r e about the H e a l t h S e r v i c e . The C h a n c e l l o r 

a s s u r e d Mr. Murray t h a t M i n i s t e r s were ready at a l l times t o hear 

r e p r e s e n t a t i o n s from the TUC e i t h e r at d e p a r t m e n t a l l e v e l or 

through meetings w i t h the Economic Committee. 


Mr. Murray s a i d t h a t the TUC had reached a broad 

agreement w i t h the Labour Government on arrangements f o r 

d i s c u s s i n g p u b l i c e x p e n d i t u r e p r i o r i t i e s . They would l i k e the 

same s o r t o f involvement w i t h the p r e s e n t Government. With the 

C h a n c e l l o r ' s agreement, they would l i k e t o o f f e r some p r o c e d u r a l 

s u g g e s t i o n s . The C h a n c e l l o r s a i d he would be g l a d t o 

r e c e i v e any TUC views. 


The meeting ended w i t h b r i e f exchanges on the h a n d l i n g o f 

the p r e s s . 


(A.M.W. BATTISHTLL) 

27th J u l y , 1979 
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