CONFIDENTIAL PRSI0

Econgmic Reconstruction Group
hinutes of the weeting held on Thursday
16th Jue 1977 at the House of Commens.

Fresent: 84y Geoffrey Howe (In the Chair)
Sir Keith Joseph
¥r John Biffen
wr Devid Howell
3ir Leonard Heal
Frofessor Brian Griffithe

hr Adam Ridley
Miss Mne Bullo

Socond Helf of he meeting only:
kr Tavid aitehell
nr Evelyn melermott
rr Adrian Hopkinson

ch} SecretaTies

Apologies: Sir Ian Gllmour
Lr Prior
wr Hott
nr Biffen _
wre Cppenheim

1 {a) CBI Paper !'The Future of Pay Determination’

The OBT*s discuseion document was diacussed. It came fairly
cloge to the proposals the Group had besn congldering, and was in
general quite helpful from our point of view, elthough it was not
necessarily an advantage to eppear io have OBI endorssment for our
propoaala. - :

Many of the changes recommended - including the improvemsnt
of uplona' control over their members - wers desirable tut could only
come .about slowly, step by step. It was doubtful whather we had time
‘t5 walt for them. IFf the markst were allowed to gpperate freely, we
‘might get =zensibls arrangements and osattlements within ona to two

yoars, but it might teke a tldal wave of gtrikes end bPankruptcies afte

the election to bring thie about.

The proposal that the chairmanship of the new commlssion should
rotate was wrong: the chairman should be a Miniater in order to make
the GovermmentTs comitment clear.

- Tt was no' part of our integtion to glve backing to the CBI's
drive for greater smployer solidarity. We “should beware of appearing
to give political Bemsing to ingtitutionel co-bridination and- pressure-
L gpolp- aotivitgh of. this kind,.. We needod to censider our. stance

in relatien to theoir jncreasing melidarity’ we would be right to
. -gupport welf-fortificatiom of employers’ stance, but ngt necessarily

. - their co—ordinatlon. - If they wera o achieve 50 per cent of the

' iﬂﬁ“munt in bargaining machinery desgrihed %t.'ﬂh‘fi[ﬂ help & graat
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R ¢’ wuﬁkﬂiéhnnavaf; ba wasteful to. dsvote  too much ‘tide and
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' .. snergy to-chenging the timetabls of pay.hargal and budgeting.

While it wight be valwable tq-;ﬂ%ﬁrﬁinaté,ﬁﬂf;ﬁéggtiaﬂfﬁﬁﬁﬁﬂmi gottle-
menta in the public sechor, ik gnu;d_be_hattarftqr-ﬁhnieiinﬂths prival
sector to remain seattered throughouit the''year.~: 7 T 7
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(b} CFoconomic Bducetipn; Fropogails for Concerted Action
rg-draft and Counter Inflation Folicy (PG10/77/30 = re~draft)

It wes noted that there was some digillusionment amcng academics
in Germeny over ¢oncerted action. It was, hewever, recognised that
the system was likely to wax and wape, and sven go into sclipse for
a tims as far as decision-making or infivence waa concerned, but it
would Btill be useful for discussicn and defusing of tension.

The need For education in economic realities was at the centre
of our policy: if we could gear our sfforts towards enlightening &
1imited number of influentisl jourmalists, boradcester® or gther
opinion-formers we might achieve 2 graat deal. The growth of the
indapendent forecasters and commentators - Greenwalls, Thilips and
Trew ote. - had come ebout lergley in respomss to the new situation
created by the fleating of saterling.

fhe alternstives of vreating new bodies on building on existing
institutions needed careful consideration, The sdvantage of the
latter approach wes that NEDC and the RODI mlready had union partic-
ipation and acceptance. Somé of the purpose of letting light int.
the Treasury could be achieved by allowing offieials %o taks part
in cutside diecussion.

Very strong reservaticons were expressed as to the advisability of
satting up new instituticne, such as a council of economic experts.
Tt could De harpful, snd resucitete all the old argumenta againat such
bodies, and could create freeh difficulties. Reform on the Parliemen-
tary progsdure side, enhancement of the educative role of NEDC, and the
Bank of England, especially on menetary polley, would, on the cther
hand, be helpful.

An alternative approach, re—defining our objectives, was to eet
out Tu make good the eppelling lack of adequats mdvice & the centra
of deolsion meking - to osupply the need met by the Coumcil of Beonomic

. . Advisers in tha who were respomsible for producing an indspendent

Minigters.

samuRl report on the economy to the President. What wes ngedsd wes &
pelygonal debate, with & wider end more veried flow of advice %0

To expand, and popaibly re-vamp the CPRS end itdrole would h.

. one way of achieving this - together with an sxtenaslon Lo the
membershiy of the NEDC. If the firet objective was to bs to lmprove

decisicn making, the second objective education, could fiow from it.

More considsration was nesded, in conjunciion with the machinsry

.. of Guvernment group, of how much could be achisved with the minimum

of inetitutional changs,

2. BSmell Businegaes Folicy

Mr Witchell, ar Hopkineon end br keDermott attended this part

.. of ¥be medting.

i " Tne araft coneultative document (PG/10/77/31) was discussed.
Ut e Ohadvman thenked Mr kifohell for ml) the work ihet he and the
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policéy group had done on thim paper, and on the preprietary cotpany
ogals, Nr Nott had apceopted remponsiblity for developing the

atter, becsuse 1t was primerily & company law matter. My Fat
Iamerick might Gte saked to chair a committee to develop the propoealn
further. . Tha GBI Small BusinesgCowncil and posdibly other bodies
nﬁqﬁﬁiﬂﬂﬁu ight.ba told of 'the Commlttes's eXistence mnd invited to
consult .with 1%.. A% presect “the UBI and Small Buainese Asagociation
were resentful. st a9} being consulded. ' b

Ju;ﬂgg;% businesges were almost certaein to come to ﬂ{ffﬁr;nt GO
clueione to thods ‘put formiad: fnithe-peper, - Starting from the pres-
wpiion that 90 per cent n{ companios were asall o of medinzm sice,
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they would argue for the general rolling back of . Government inter-
vention, leaving speciel proviaiona to spply culy %o the 10 per
cent of firms which were large.

The first sentence cof the paper gave the wrong emphasis: small
busineases were not a special case for which special provieion must
be mede, they were atthe centre of the gconomy and 31l economic policics
must recognise them as such. The tri-partite corporative approach
with its emphasis on the big battalions in the goonomy was WIOTE.

Regervations were sxpressed gver the risk of encouraging PFouiadist
tendencies, and over the stops of advantages to he offersd . and the
diatortions in the economy to which these might lead. It was the
gemeral olimate which had been st fault - bt some sSpecisl measures
might be ne2ded to correct it.

Wg should not make 2 major peint of the labowr Intensiveness
of small fimms. Some were capitsl intensive. They could provide
many but net most of the new jobs needed.

Tt was suggeoted that we should propose that a Tiaiaon Committes
repregenting all the bodies concerned with mmell firms and the self-
employed should he set up and that we showld pnegotiate with it., Alt-
ernatively as many &g peosible of those bodies showld be repregented oOr
tha NEDC.

Draftinzg Pointg

Pensions and the gelf-employed - pages 7=8: the commitment

to alTow accunnlation of contrimitions throughout working life wes

too sweeping. We showld say that we should &im at egquality of treatmer
for the melf-smployed and for directors and othera employed by COmMPANLE
Paxation proposals - page 14: it was not certain that there would be

® need, or demand, for complex changes in Sorporation Tex or other

tax provisions for =mall companies, cnce the rates of tEX had been
reduced. The Tax Poliey Group had cencentrated on persongl taxes .
because they hed been coneidered to be the most damaging. HMr itchell
undertook to provide & note on thie. |

CTF. Page 17, the refersnce to OTT at the bottom of the page
ghould bDe re-written, and showld refer to parterships.

Hew organisaticn - pege 20: there wre ressrvations as to the
advigBbITity ET‘EEEffng up & new organisation resemdbling COUSIRA. The
problem was not bhasically lack of monsy; 1t was the time requirsd for
processing cilaims for very small emounts. It should also be emphasise
that it was & gueption of guarsntesing loans rather than providing
them. We should sey that we were urgently investigating ways of deali
with the problem, and that one method might be %o aotablish A sepomie
organisation.

PrnEriatE£¥ cempanies -~ page 21: it should be made olear that the
propoBed deliniticn was not confined to limited companies.

Publiceticn

It was hoped to pudlish the document before the Party conference.
There had besn eome delmy on &greeing arrangements with Central Office
over its format smd lewnching. The timing was important if we were
t¢ gain maximum publicity, wo must avoid c¢p=inciding with the TIC
on the Liberal wonference in Septaber. MKr Hopkinaon wowld check on
supitabla dates.

the

A foreword to the doowrent should set our idass in/general
fremework of the property-omning democrsacy. Decleions on acme
taxation proposala were needed bafore the whole draft could be conm-
pleted, It would then have to be discuassd in Shadow within the next
t weeke. Members were @ked to sond any further drefting points o
ddrism Hopkineon at CRD,

The meeting cloasd at 12.00 noon,
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