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A S CLICY FOR PRICES.

{Incorporating the Peport and Pocommendations of
the Competition Follcy Croup)

jutreducticn: The Role of trices Tolicy

The political real:.ty is that prices are the single most
“mportant matter of concern Lo the electorate snd one of "the major
influences affecting the way they vote at any slection.

Yo present there is widespread public cynicism an? dissilision-
ment with the cosmetic, 'gimmicky! Priees Policles which the present
Government have introduced, becauss they have so obviously feilad.

However, it could be slectorally disastrous to cffer the inmzdi-
iate outright aboliton of the symbols of price conirols, an? yet
offer nothing in exchange to iudicate our enxiaty sbout rising prices.

It is ¢rueisl, thercfore, that we should have a pcliey for prices
that is distinctive and one which does not attempt to adapt or build
sn failed Socialist pelicfes. It must be clearly akown to be an
sidvance and not a retreat.

Sugl ..1 & yc-‘.l.u:y must wmaet political needs, at the same tine
r"coﬁ'ﬂisiﬂg thet the defsat znd containment of inflsion must depend,
on the pursult of prudent economic pollcics and vi

gbove all,
compatiton.
.‘_._..-—q_

Censorvetive Policy wmust alse have regerd te the fact thet prices
may appoar to be, or way be cost Jomlnated (e.g. by raw materials,,
pay, the value of currency, ate.) in spite of the corractive
influence of the merlet slace, and that while the vifects of sucix
costs on prices can be lesswmed by successful sconomic pelicios, ?
there will always be political veporcussicns reguiring attention
by governments. Public anger over individuzl pricc rises tands to

]
1%

ovaporcte, to e cortein extent, 1f they caen ba fully explainel of

vindicated.
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The following principles should underwrite a new policy for
prices:
2) Ie-invigorstion of competition to improve the operation of
rarket forcas.

() The removgl of distortions such as subsidies and vestrictive
L o Bt A rdte,
sractices. p Ja #eps

(¢) The removal of controls, which have 1ittle or ne effect om price

rises, bhtﬁo }“rﬂ_ﬁe—:@n ) Er::lﬂstrial erpansion and jobs,
(d) Justification of prices end profits (whore this is £easible)

Ly exposure and cducation, (It is particularly lmportant to O

counteract myths such as 'i¢ is the fguit of the L2C', or 'the

fermoxs! or *'profitecring'). -

A
The general objective of the new policy should be to establish o
sense of fafrness in prices and profits and a better understanding of
he way the free enterprise system works.

PROPOSALS

¥rices

1. y Department of Frices end Consumer Protection should bu
rodud€s in sizc and renimed the Depertment of Competition amd Consu
5 - its terms of rofercnce would be limited sccordingly.

Affs
<, Five years of price controls have had little coffect on prices,
have seriously deterrcd investment and heaped umecessaxy burcaucratic
burdens on business end industry. The Price Comaission, margin con-
trol =nd pro-nob pfd F be removed - but with some

stoalth (possidiy in twe stages during a period of declining in Lotion
There is no peint In provoking pelitieal attoek if this can b
svoided. The saving would be approzimstely £7-8 million in Cha

financial year 1$78-% and a reduction fn staff of 600,
= é

3, The Uffice of Fair Trading should be greatly strengthened with
enbanced pewers to investigan on two sepzlramts,

ngmaly Frices and Competition.

[N fhe functiens of the Cffice of Fair Troading in the COMCITITICH
ephere should include:-

(z) Investigation of spacific cases whera price abuse arises out of
ance of

inperfect compotition, moniteving of market troends In as
monopoly and merger reforences, dotoction of ¢eonditions which give

vise to Cthese ehusas and the prosevvation of con

[ sE1ition.
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\o)  Reforences to the tonopolies Commission where this is Found to
N

be necessary.

(e} Continuous monitoring of pricing practices where a monopaly
clready exists both in the irivete Scctor o in the Natienslisedl

Industries - -_-‘—“_‘—‘—-

—_—
3+ Mew powers will need to be vested in the Cffice of Fair Trading

Lo act against ‘such. practices where thay ave not alreedy eovercd

by existing monopoly znd mergers leglslation or to recommend that

action be tzken by the Secretery of State.

G. The functions of the CEfice of Fair Treding in the PRICIS sghove
. should include:=-

2) The moaitoring and inveatiﬁation of Erices either indapendently
or where & spacial reference is made by the Sccrotery of 3tate in
erecs of particular consumer concernm and where the political preseurcs
arae frresistible. There will necd to bo provision sgeinst purely
vexatious referonces,

(L) The‘publication of reports resulting from such investigations
vhich would expilain or justify prices by indiceting thosa {supply
or dewand) factors which cause prices to rise or fall (costs,
profits ete.). The main object of this would ba to fccogniso con-
sumer ¢oncern and to educate and reconelle the public to inevitabls
price increcses.

7. However, 1f there werce cvidence of abusq end if no justific
could be found, it weuld ba up to the Secfctary of Brate te nopotiaie
witii the compeny concornd and if possiblo obtein a voluntary agrecmans,
Evidence of sbuse would ceour very rarcly indeod end the Lilkoliheod
of companies, subject to adverss publicity, entoring into voluntory

fgrecments -+ 18 very hdgh.

G.  The object of the first (secticnt) of the two new functisns of
the 0fflce of Fair Trading is to meet a genuine nced for improvomont
in cempetition policy and practicas ~ it couls have o not insipalf-

icant effoct on prices,

Tho object of thz sceond (section 6) is to maet the very
importent short and long mrm political Tezuiroments,

Weither would hLave an unfair or adverse cffect on businnssos
end industry, Furthermore, buroauerctic interforcnce would b
greatly reduced. ‘

. In &he very ror: cose of a price cbuse giving risc te negouicticn
of ‘o Voluntzry cgroement or Tn The 6o85 oF “sanction being Imposml  —
‘on the grounds of ifmperfest compatition, we chould not be afraid
of proveling complaints from the industry cencarned as there would
ba compunsatory politicel Aividemls with comaiimms and Temda Tt oo e
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ggislative Coms e Juences,

.
3. The eventual rgpeal of the Price Cornmission Act.

2. The introduction of a smell Feir Treding {(imondmcnt) Bill to
o e e

provide for the new funcetions. The foilowing changes to the Tair

Trodirg Act 1973 would be considered:-

(2) The Consumer Protectioﬁ Advisory Committes ~ pert of the CFL,

but atteched to the TECP would be given & morc extensive romit
te report on thes: price Increascs which cre on cutstanding
souree of public concern., (Amend Scetions 14 end 17 of

Fair Trading Act 1973).

. (&)} Comnensurate with its grester responsibilities, the CIT should

. certoin circumstonces,

s . be reccnstituted sc that gll the docisiens are taken by o
smoll board (3-5 porsoms) presided cver by the Director
Gunoral.

(¢} The OFT already has o lergs Competition Unit. Ho legislative
changes would be nacessary herc.

3. The bHonopolics Commission should be strang hened (Lf sufficioent
condidotes with the recmisite expertise can be Feund) to spoed up
monopoly ond merger investigotions whre it is proctical to do 5o.

4, Ixisting Monopelics cond iforgors lagislation sheuld be amondet
to provide for the eutowctis triggering of merger references In

5.  The Office of Natlonclised Industrics Orbudsmoen ‘woudl howve to
e cet up. At the some time it would be possible to ke the
requisite omendments to the varlous noationnlised indestries fcts

o

goveruing the regionol comsumer councils (e.g. Dlectrielty iet 1847,
Trensport Act 1962 otc, ).

G It may woll be adwisable to appoint o now =irector Generol cf
Fajy Troding end o new Chedrman of the nea,

7. rublic Exponditure. Devings on the fvico Cormission would
amotmt o £7-0 miliion in ¢ full yeer. The total cost of tho

pationzlised industriss consumer couneils in 1977/?.., 1s £1,714,000,
which would be substentinlly voduced by theso propes sals.
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