SCIFIDENTTAL
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1. IThe Coyarurent's Hoonoric Fackise

g, Thatoher opened the peeting by inviting cuimenls on
the Governzent's fortheoning wooroki¢ packuge. 3he s«id thal Lue
Gity uppearod to wunt the Sonserv.tive Furty o sup;ort the
Government but it was often theoise Lhat wlthouph atututory wage
policien were prrular to begin with they becdce less populnr as
time went on,

. Sir Geoffrey Hows susued vp the coneiumicns of {hat worning's
mesting of the Economic Reconstructiun Tolioy Group, which
brosdly speaking were that if monetary and Cigeal pulicles were
gorrect then thero was a greal deal to be said for supperting the
. Governcant's proposals, The Tackage would have to be looked ut
as & whole.. .

2. £ tha £ and ble consequetioes of t
Sant's [ 1 -

Ur, Lontagn said that the £ had so far been swrrisingly
strong:  the Bank of d had soarcely supported 14 in the last
ten dnyn.  There was no evidence of whort-tern ireb money leaving
the ooumiry. Howsvar an unsatisfagtory package would Jesd to a

nm on the £, 1 his opinion foreigners wwls like peliocies which
ware backed by law,

fir. Grierson waid that foreigners based their visws on what
) reed in the English prave, 1t was sssentisl that Leasure
tha tl:: w; took should be h:k::‘ bil. authoritg;‘ % _: .
rapord ingapore Governmen ready nov ot of ite
wney out of s¥erling, ) ad LT




-2~
.

tr. Fepper msaid that the monetary policy of the U.3.
Feteral nuf% Setarained the atate of the £1 if the Federal
Ressrve sasss its monstary policy the £ strengthern. For
toghnical reusons the Faderal Reasrve will prodbably esse
money in august,

Lr, Brittan sald that there is no foreign prepsure on the
Zonservative Farty to supyort the Covermment und suggessted thut
with n floating axobangs rate and the poseibility ef uei
intereat retes the strangth of the £ wan & secon eonaidersation.

3 tatuko s _Yold

In the opinion of Lr, Yalters & 10F norm was undesirabla
Dbeoause it implied a fall in the rate of inflation tov big to
.be oredibtle., Foles would be found in any statutery policy.
There was still excess demmnd in the econosy, Jle thought that
only public mector wages should be controlled,

kr, Brittan took the view that by next winter inflaticn
uight well be down 105 or nors und was ooncerned ithut this
apparsnt sucosss 4 allow reflation in surly 1576, There
would be ssure for the contrela to be kejyt = so their succiss
would be 8 rous. The Governmenth puckage shuuld be given a
diffioult pasengethrough Farlisment. .

Hr. Fepper and I'e, Griffiths agreed that thers was a severs
risk that wags controls would appear succssaful in the short tara
and that irrssistible pressure for reflation would build up.
Thers would he & damubu sting offeot at the and of the period cf
suogssefnl comtrol. I, Griffithe th 4 that Ir. jlealey's

m should not ba supported because Hoth hia conetary sand
poliodes showed thy trends,

¥r. Herrett thought if the Government went shead with thed
® 8 ¢ control prioes, while 1ot comtroliing wages, the
tability of the whole corporats ssotor uig be wiped out,
osuming violous deflation. 4 panic stricken vommmf would
thett reflate with mvare inflationary consejusnoes.,

" Er, Brittan said that the Governaentis advisors had 1ittle
.oonfidenes in the propossd sanotions, Mr, Healaey liked cash
Imite, tie Treasury louthed them, Er, Brittan felt that the
1mde vnions are t. & -htutor{ poliay should be
rejetted, all ¢ it cives the trede unione too mich

- rlw Inflation itwelf inorsasesthe powsr of the wnions and

- Hatutory policy increases 1% further, .

) B, Prior u: Aha vl:; 3“ it -:smnwmh rqdress the

- Tl poney within spoiety agains ) ons  bafore

. the sommony ooild b put righs, .




4, The loney Supply

Up. m‘:ﬁw gald that loan demand and henos the money supply
figures wntinue to be low.

e, Griffiths thought that & noney llu)ply axplosiovn was
likely im 157C. e

It was agreed that the indicators of the zonetary nfgreg.atoa
wara insdequate; thers »ms sons disoussiun about which indjcutors
ahould be watohed, i, Brittan said that shock monetary contractic
was undesirable. He added thet it nas politically difficult o
ocontrol the money supply and interest rates together.

5. Unempioyment

The meet. ended with 3ir Geoffrey Nowe invitirg those
pressnt {0 think about twe Juestiuns: first, how could the
sffacts of unmplogmnt be bade harsher, for sxapple. for llcue
elensntn of the labour force which wers inguffigiently nublle;
and second, huw couid the effects of vnempluy .ent ba Tade lesa
harsh so that either frictiural or disinfintiukary wienployrent
”h“:: \,u rade eas unpnlatable and likely tou caune leas scoiul
» n

}'Iu neeting ended at 5.30 f.&.



