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LEADER®S STEERING COMMITTEE

Minutes of tha 32nd ldeeting held at 5,00 p.w. on
onday, 7th July, 1975 in the Leader?s Boom at
the House of Commons.

Present § Mrs, Thetcher (In the Chalr)

Mr, tWhitelaw, Sir Helth Joseph,
Mr, Maudling, Sir Geoffrey Howe,
Fir. Gilmur’ Hr. Priﬂr' ¥ t‘lﬂu-dﬂ,
My, Payton.

r, Weatherill, Mr, Sheltom,
Mr, Patten, Mr, Ridley,
Mr. Nicholson (In attendance),

Apologles: Llord Carrington, Lord Thorneycroft,

tim‘.l.ng of the Governmentf®s ihite Paper

" There was a4 short dlscugsion. Frou reports from varlous sources
it appearcd that the date for the publication of the Government!s
White Paper was morc liliely to be Friday than Tuursday, as originelly
intended, DRepresentatives of the food Lwlustry were meeting
ifrs, tHllians on Weduesday morning, and that scomed to indicate that
the White Paper could not appear oa Thursday unless thera wes a
specizl Gabinet meati..g on Hlednasday aiternoon,

Reactions of MPs and the Party

Mrs. Thatcher s2id that at her meetinas over the weeckend, great
resentment had been expressed gt the 1ikelifood of auployers ﬂmring to
bear the brnt of the moasures to reduce {nflation. 3She reported that
she hod received nurercus messazes from MPs indicating that, while
very few wanted us to vote arsiast the Governmentfs pachage, there
was gencral a.stlety least -re should, by supporting it, enable the
Governmeat to continuewith their programue of socialiam, A number of

s would wish to wote aralnst tighter price coctrols If thesc were
coupanicd by any effective controlc on pay.

The Government's Options -~ Sanctions for Price Control and Pay Controlt

A paper by 3ir Geoffrey Howe, which Lad been ¢lrculated, suggested
that the Government misht, in the f£irst stase of their policy, raoly
on & tishtened price code, and then, &s the rate of inflation begen to
fall i responss to wmlen co-o eraticraf vove to 2 system of pona
sanctions involving tanes or fines on "rogue’ amployers., It was
pointed out that the existing Price Code pommitted fines on employetrs
of up to G400 on suwmmary coaviction, “ut these powers had never been
used, It was thourht that somz depree of price control might be
accepteble to us as the ingvitable cost that a lLavour Goverrment had
to pay ta gain union acquiescence in deing wvhat was economically
necessary, ta-ing a firm atand on pu.lic sector pay, and simultaneously
stiffening private enplovers' resolve,

It wAs suir,gasted thot 1if umions threatened cmployers with
industrial action to extract higher pay than the nom, they woild be
aiding and abetting euployers to bdrealk the law, but it was doubbful
whether unions covld be proceeded agaluast since the Industrial Relations
Act hed been repealad. It was agreed that Lir, Prior should asi:

Mr. lecn Brittan to proparc a note oo the present state of the law on
enforcing contracts.
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e Mr, Priox su%geated that we should not be too concarmad about
the problem of e.forcement in the private sector. The main question
was whether the Gover.me.t would have the willpower to hold the line
in the public secter, a.d a muber of employers thought that it was os
good o systa as tho Govoronment could dovise, Hor showdd we worry too
much about the differences vetween voluntary and statutory pay restraint,
While the latter involved the law, the former involved the autherity
of the Covernment. In both cases it was necessary to hold the line,
and in both, militants would be Cempted Lo pose a challenge. It was
suggested that the Gover.sent policy would probably not be challenged
il afrex Caristmas when the wage round would begin in ear.est.

Ge Sir Heith Joseph exprossad a fear that 1f the Govermment maiaced
to cut the rate of inflation later this year, they would he tempte
to reflate next year. Hc was also worried about the Government
imposing flat rate limits on pay increases which would distort
differentials and the labowr marizet, Thereo m;;ht be a role for wape
control at present as a means of manifesting the Goverment's willpower
to forelga holders of sterling and preventing surreoning publie
expenditure strangling the private sector, Dut these wepe controlc
would need to be phased out.

7a It was sugpested that the Treasury was a=ilous over how cash
cclilines would operate, and that wo shiould insist that thay should
operate on the wages Lill of the nationalised Industries, thus
grev&nting them payi gz an increase above the norm, promising to recoup

L by cuttfing investment grammes at some Indefivita point in the

future, end tlen eventually being permitted to defeult on that promise,
U'e should remind the Governme.t of Mr. Healeyls crystal clear
deelaration: "™ile propese to f£ix cashh Iimits for vm~e bills in the
punlie¢ sector so tﬁﬂt 2ll concerned may tmderstand that the Gover ment
arz not prepared to foot the 111 for eucessive settlements through
subsidies or borrowing or by leading excessive costs on the publie
tarougih Increases in prices e:d charges." (Ha.sard, ist July, 1875
cols, 11090-20), This emphasis wes especlally nocessery in view of
more recent fears that Hr, Wilson was 1lilzly to retreat.

Public speadlias Qucs

0w How, it was wondered, would these lead now to reduced inflation.
Mrs. Thatcher pointed out tiat a 10 per coent norm on pay lacroases
in the publie sector instead of the lilely 25 per cent or wora, would
itgelf lnvolive a simificant reduction woiy in the vate of increasc of
public spending - even allowlng for tiwe fact thst the Dudpet estimate

f the horrowing requirvenent assuied a lower rate of iaflation than

there was &t pregent. It was agreed, however, that further immediate
cuts in public spending were necessary to heln confidence a.d sterling.
One obvlous cxample vas thoe immediste droppiap of further nrtionalisation,
which might save 2200 o £300 million this ycor, and cuts in food and
housing subsidies. JAncthor possible area was public building (but
mz jor projecis were understood to hawve Dheosn already frozen over the
next few months). Some charges should also Le increased, for example,
the price of school meals, possibly by 5p, and the charpe for adult
education. It was thought that the Government iould find no difficulty
in pfndgning cuts of £1,500 million in the current year if they showed
raesalution.

2. Mr. Mauwdling sald that, while agreeinz with the policy of gradually
hasing out food and housing subsidiss, he thought we shiould expiain
graukly to the electorate thot this would increase the cost of certain
sagic esgentials. On the other hand, 1t was sur~gested that we should not

invite opprobrium$ 1t wms the GCovermmentts job to spell out the
unpleasant consequences of its Inaction and its damaping policles,
Clearly, living standawds must now fall, and we might not be able to
avold spelling this out from our side.

Feus Reactiop to Lhe
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Reacting to the Government®s Paclape

It was noted that the Govermm-ut would probably have a
Ministerial broadcast on the evening of the White Paper's publication,
end we should have to follow on the next ewvening. re was & sinort
discussion on the problems involved in our having to Droadecast on
saturday evening, It was unli%ely that we could avold this 1f the
Government broadcast on Friday, but we should either limit our broad-
cast to five minutes or glve it in the form of an Interview, aud we
should take care to let ghﬂ Sunday papers have the text in good time.

It was suggested that there would be pressure from the Press
and within the Party (gerhaps stimulated by industrialists)} for us to
support the Govermment?s neasuwres, DBut 1t was importact ta pet
ACTDSS, 86 soom a5 possible, just how little the Govermment was
yielding: for excmple, there was no change in thelr nationalisation

rogramme, Mr. Maude pointed out that a canpalgn was being prepared,
nvolving the party organisation and directed against the Communilty
Lend Bilf; it was destsned to arosuse public support for cur amend-
ments wiien the Lords considered the 711l in September. The

Petroleun and Submarine Pipelines 311l was ancther example of
legislation which was eithar futile and wasteful of Parliament's time,
if the Govermment did not use its powers, or damapging if the Goverm~
ment paid the oil companies large sums for state control, vhich might
then be invested elsevhera,

It was sugwested thot ifr. Wilson did not want our support. Our
gpposition would make his packape more acceptable to his owm party,
and he was txlerstood to be claiming that whether or nol e retained
the support of his left :ring, he would split the Comservative Party
decisively., There wi-~ht, of course, mot De a vote, If Mr. illlson
feared & revolt by his Laft, the motlon could simply ve to ''take note™
of the White Paper. The following further points cmerged from the
discussicn on our reactioms:

{(#} We must explain fully the principles which lay behind our
attitude, If the Govermment were making a gemulne effort to reduce
inflation, this would help savings and the middle income groups, and
we should welcome it, But we should draw attention to any dangers
{nherent in the Govermment's approaci.! we should condemn methods of
eonbating iaflation which further threatened private enterprisc
(e.g. by tighter price conirols and putting the cnus on cmplovars);
we siould put the case sgainst a flat rate wage nomm; and we should
emphatically condemn any refusal to make concessio s on nationalisetion

{(b) If we welcomed tha Government's weaswres cautiously, subject
t¢ the reservations in (a), it was unliliely that we would oe regarded
as accessory Lo any consequences which later apprared as & rasult of

the Govermment's approach.

(¢) If a vote werc talwen, the best course was to abstein, A
reasoned amendment was probably not the best approech, and reference
was made to the embarassing three-way split over reasoned amenduents
on' the Second Reading of the Race Relations Dill and over Rhodesian
sznetions in 1965, It was thought that 1f we weve carcful, we might
avpld the dangers of a three-woy split on this iIssue.

It was apreed that members should endeavour to remain free to
meet on Friday if the White Paper appeared then, to consider theix
1ine for speeches and interviews over the weelend. It was also agreed
that, if the White Paper came out on Fridey, we should object to
debating 1t during the following weel:.

The meeting closed at §.15 p.m.
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