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IEADER'S CONSULTATIVE COMMITTEE

Wirutes of the 97th Mecting held at 10 a.m.
on Fridey, 13th February 1576, in the
Leader’s Room et the Housa of Commons \ 4

Present ; lirs, Thatcher (in the Chair)

¥r, Whitelaw, Sir Eeith Joseph

Lord Hailsham, Mr. Maudling

Sir Geoffrey Howe, lr. Prior (mom:l.ng only}
¥r, Pym, Mr. Gilmour, Mr, Jenkin

¥r. Peyton, Mr, St. .John-Stevas

r. Raison, Mr, Maude,

¥r, Bucbanan-Smith, Mz'. Edwards,

Mr, Neave, MNrs. Oppenheim

¥r. Biffen

. ‘ My, Allkins
In gitendancer Mr, Butler, Mr, Stanley
¥r, Patten, Mr. Ridley, Mr., Douglas
- Mr, Porman, Mr, Nichelson

Apologien: ‘Im:ﬂ Carrington, Lord Thormeycroft
. Mr. Heselbine

MORATHG -"rmsr' SESSTON

Employme en‘t _Policy

‘Nr. Pitor, introduging his paper CLCG/?G/QSJ y #aid that
he had tried to set oud-our difficulties in convincing the
electorate that we could get -en with the trade unions, He
did not ‘think that it would be right for us to take this iseue
head-on ;[ua{: ‘yet, firet becausg the Government iteelf might’
have Yo dé sd ‘=nd seccnd ‘becpuse ‘the hemling procesa between
ouraelves and the unions wag progressing well and ought to be
continzed, He urged’ collsaguas bt ‘4o challerige trade union
lsaders in public to ‘cooperdite with the Conservatives in case
this tempted them to snub ta. He'ilso sBuggested that some
of those next in line for trade union leadership were approach=
able and should Le cultivated, and he offered to circulate to
coneaguea a 1151: of‘s‘u.ch people.

M. Prmr said that in-his aphere the fellewing policy
groups were in gperation: one under Mr. Leon Brittan looking
at closed shep apd related issues, one under Mr. David Medel
locking at coliective bargaining and job availebility, and
one under Mr., Esmond Bulmer on employee participation. These
policy groups would raport directly t¢ the new Employment
Poligy Steering Groun which had just been set up, Other
questions ‘which would ‘need-to be looked at includaed the whole
queltiqn of wider equity participation and wealth creation.

So far thy rty had mode only € fow decisive commitments in
hia aphera of responaibﬂ.ity. ' These ineluded the provision
of public funds for poatel ballots, the holding of trade union
meetings on employers! premisee in enployers’ time and the
iptroduction of secret ballets in the election of trade union
officials.




Mr. Prior concluded by saying that he wanted to procesd
alowly &nd quietly. He himself did not intend to make
speeches publicly essociating the failures of the Labour
Government with the failures of the trade unions but he did
not mind if eelleagues. did, In general, -we should take
advantage of the new willmg:xess in the TUC to discuss
policy w:.th ua, .

+ Amonﬁ the points ‘inad.a in the course of discugsion were
the folTowing:

It was very important to build up an effsctive working
relationship with trade ynion leaders, so that the Party
could have ptronger linl:a with the trade uricna when in
Government.

We were on gtrong. ground in emphaszemg that the
representation of workers! 'interests.on consultative committees
eto. should be linked td the e.uti;re ‘work férce and not based
on trede union nomination. '

It would be prefershble to avoid the legislative approach
in dealing with the trade unions, particulerly es regards
emyloyea rarticipation, It was aleo important not %o build
the irade unions more and more Jinto the Establishment and the
constitution, -

A distinction should 'ba ‘@rawn between small and large
firms. The -farmer offered us much more moderate and hope-
ful territory. Management should also do more to pragete the
Conservative point of view among its own work people.

It should be remembered that union leaders were really
politicians in sll but name =nd trade unions tantanount to
political parties. Grass rcote changes towards greater
moderation would thersfore have a discernible influence on
trade union leadera}up., .. The Link hetween .the Labour Party
and the trede.unions was now t he geptral fact 'of British
politice and tha, future course of. gvents was unlikely to
undsrmine the streng‘bh of ‘the trade upions for some time.
Trade union leadgrs would' probabl:,f ‘continue to distance
themselves from usy, but would.be nrgpared to work with us.
A8 for the difficult question. of benefits for striken
femilies; -the truth wag . that the Party had never had
carefully ‘developed pol:.cy" " "Binee thiz would require
legielation, it wae scmethlng which wg should study ‘and
ﬂac:uia Upon.

It was agraed thaf Sir Ke:.th"Joseph, Sir Geoffrey Howe,
¥r. Frior and ﬁ?. Jerkin should atudy this questicn, together
with the rela.ted quaatmn of iax rebetes,

There was. a qu:'y whqtl}er ouy poaltmn on bensefita for
sfrikers'’ families waa consistent with'ocur policy sf dstente
with the trade unions.

Detente and cuncil:.a’cmn weyre une Half of the .exercisze
tut there wes a Ganger. 4f. Josing credibility if we ran swey
frow. everything. We slpyld speal duf on issues where we
could win ground from the uhions, s.g. sepret ‘ballots for
&nlsn e],ectinns and. e;reater accounta‘nillty for trade union

eaders.:, .
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Thera vould be provlems in desling with thosa trade
unions which wera new prepared ¢ take aggressive industrial
action to restore theirr differentiels. .

Within about three years slmost all the well known trade
union leadérs at the.top of the hierarchy would havs retired,
Even now the ¢limate:of. opinion in the .trade unions wee
probebly more faveurable.to ua than the .speechea of trade
union leaders suggested.

Thare was mich to be:said for heeding the views of good
managementy particulerly on the gifficult queation of the
closed shop where many of the political pressures ran counter
to what such management wented. The basic guestion was how
to ensure that malitaney did net pay.

Poesibly the best coinprbmiaa on the closed shop gquestion would
be to ensure that there was & fair methed of appeal for those
who did not went to Jjoin. .

The Farty should be clear about what it thought, what it
said, and what it was goimng to do, On the first point, it
was clear that the ILavour Party was "a wholly ovmed subsidiary®
6f the trade unions and thie wowld be & political fact of
impertance when we returued to power. On the second point,
we could new argue guite legitimstely that inflation was a
ceuse of the current unemployment and that excessive wage claims
over the period priecr to-August 1975 had been cne powerfud
cauge of that inflatiomn. 0On the third point, the Party should
gtick to its principles rether than let itgelf be rigidly
beund by pest commitments. Wa should not give the unions a
pretext for their conmirived anarchy and we showld have a range
of legislative meszsures ready in the locker for use as and
when the pituation waep meen to demand it. The best way to
proceed was piece-meal, introducing single measures to deal
with particuler abuses when the moment was ripe.

Some tuck the view that the present system of arbitration
had hélped to make militancy pay and thot ACAS might become
an engine of further inflation. .

¥r. Prior; who was invited to wind up the discussion,
said that the questicn of benefits for atrikers? families was
an important politicel issue which needed a political sclufion.
48 regards the righte of an individual in & closed shep
situation, the best way forward would be to gel ACAS to draw
up a code to coverthe point rather then to legislate about it.
Cne might not like arbitation, but the alternative was to "do
a Wilberforce® -which was usually even more infletionary.
How that many moxe of our supportars were joining unions,
eapecially women, it was important 4o bhack them when they
got involved in legitimate trade vnion ectivities, eg. bar-
gaining on pay and conditione. By encouraging the use of
gecret ballot in wnion elegtions, ons tended to get the right
democratic results, especially if one cowld get a high turn-
cut as had been the case at {owley recently.

MNrs. Thatcher concluded the seasion by eaying that the
answer to militancy was to get more common esnse moderste
pecple active inumicnaffeirs. In the really bad cases, &
future Consérvative Government would have to use all the
propeganda weapons at. 1ts disposal. The most difficult area
was undoubtedly that of the large nationalised industries.



BORNTING ~ S2CORD SESSION
The Econemis Situstion and the Partyts Pelifical Position

Two papers (ICC/76/97) “The Ecomomic Situation in its
Higtorieal Combtext™ {(with charte) by Adem Ridley and (LOC/76/99)
"The Fconomic Prospects and the Party's Political Posiftion*
by Bir Geoffrey Howe were discussed by the Commitiee.

It was noted that Mz. Ridley's paper was to be published
as an 014 Quean Street Paper on the following Thursday, with
maximum publicity, to-coincide with the publication of the
Public Expenditure White Paper.’

Mr, Ridley said that the firet pert of his paper illustrated
the growth in the share of GNP taken by public expenditure
more accurately and -more effectively than the usual form of
vresentation which excluded tronafers. This enormous share
of GNP teken by public expenditure was inevitably reflected
in tax levels which had now risen 8o high that the "tax
illusien®™ wag disappearing and workers basing their wage
claima on taie-home 7ey., Wages and public experditure acted
as pincers which squeezed company profits and ligulity to the
detriment of investment and productive potentisl. Pro jections
of future public expenditura were contimuially rising. The
gtructural weaknesses of the economy which were the result of
this whole combinaticn of factors meent that the economy
would be badly placed to mee$ the next upturn in the economic
cycle, Several forecasters were now anticipating that the
next downturn weuld start with s million 3till unempleyed.

In discussion the following pointe wers made:

Othor fovecasts, notsebly thet by Mr., Michael Spicerts
forecasting unit, wersa mich more optimistie. Thia :
optimism colld seemingly be explained by the weight placed by
these forecastert on the expected resultr Lom North Sea 0il.
If one assumed that oil would ba edding two per cent %o what
GNP would otherwise be undoubtedly this would make r great
deal of difference to our prospocte. But one also had to
weigh against this the ceet of servicing the enormeus volume
of debt that would have been accuwmilsted in the mean time.

In fact, neither the oil gquéstion nor the problems of servicing
iblic deht really had muach to do with the main point of the
ypapery which wae the siructural effect of squeering the private
asector.

Sir Geoffrey Howe, introducing his paper, pointed out
that the date of the upturnm in world trade sc regularly Jore-
cast by Mr. Healey had repeatedly had to be deferred. It
was necessary for the health of the economy that the profite
able rafis of private enterprise ehould be enlarged.
CGolleagues should be under no illusion as to the spale of
euts in public expenditure that would bo reguired to achieve
this cbjective. The figures in para, 10 of his paper should
not be taken as exact, nor in any sense as proposals, but were
intended to indicate the orders of magnitude involved. On
the question of Incomes Policy he pointed out that the term
wes now often used in 'a very locge senae, Professor Galbraith
tor example applied it tc the Germen situation — in waly ways
sn idegl one - whers there were no formal controls but a
pervasive mcceptance of economic reslitiies, In the past twenty yeare
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we had ewitched on and off from incomes policy no less than
six times, and we should meek tc avoid continusl about-turns
on this front, Buf he did not believe that long term
institutions for incomes policy were necesearily roguired.

There wae g discussion in which the followinz were the

mein Polnts mede:

It waa diffioult to cut taxee on thz middle and lower
ranges of incomes (where the appeal was greatsst) sc long as
we needed tc reduce the horrowing requrement.

We shopld remember that, in a mixed econemy, parts of the
public ssctor were productiVe, for example the steel industry,
and we had to be eareful ‘hot $0 equate the public eector
with comsumption. The point was that the public secter wes
not esubpet to the same markei_g dimcipline,

largs cuts would have to be made in public expendjture
though the figures given in the paper ware no more than
indicaters of the orders 0% magnitude. involved. Cutting
£5,000 millicn off the borrowing requirement would only mean
going back to where we were two years ago .and it had 1o be
remenbersd that reducing spending. in transfera would involve
some offsetting incremses’in expenditure on eelective benefita.
However thers wag a godd deal of room for discussion about the
pracise figures for possible cute in-each sector, especially
housing, * Mr. Nott's froup was meeting collesgues at present
to discuss their individual areas with them. It was very
important that $he Farty should Be quite clear how we wers to
achisve. the required level of cuts. There was & danger of
repeating the ervor 'made by ‘Mr. Gaitskill in 1959 if we could
not put Into the Manifesto gredible. propossls for reductions
in public expenditure, op the other hand 'we should not behave
as if we were alveady in’ Gevernment with both the expertise
and the responsibility. : e .sheuld alas avoid ths danger of
appearing %o lean tea migh op economic growth.

It might be useful to ask gurselves what a Conservative
Government would net have beer.doing if. it had been returned
%o office and bad besn carrying a bomwing requirement £5,000
million leas than ths predent. ons.

When discussing public expenditurs and cther economic
izsues, . it was vital to look at the humsn problems that lay
behind the figures and the. graphs. It wae, for example,
easy to talk gbout the'need. tg cut the deficitas of the
natignalised indumtries, but in practise this often meant
simply putting up the pricee. of the products of the nationalised
induptries. Before we committed curselves to specific cuts
in public expenditurs, we should be.gquite clear exactly what
the effects would be in humar terms.

It was agreed to defer the discussion on Incomes FPolicy
to the nex$ megting of the Shadow Cabizmet on Monday st
3.00 p.m. and to resume efter luch with a discussion of the
Political Proapect..’ P .



AFTERNOON SESS 10N

Political Prospects and Strategy

Mr Paytan jotroduced the background note by the Research
Department (ICG/76/98) which waa partially based on data from
the recert .gurvey on the, Berty's Image, He drew sttention
to three difficulties: +the hoetility towards us of the young;
our relative failure t¢ be eeen o he identified with the
intereste of ordinary-peoples- anhd' grave anxiety &8 1o whether
we could govern effectively in the face of union militancy.
Among suggestions emerging from the paper were:

()} We should gttack the Goverament herder on unemployment
and eeelt to develdp cur lorg term alternative for industry;

(b) We should presa “the. Government hard on reising the
tax threshold (there were irdications ‘they were going to do
this anyway); :

{c) We should discredit the Whits Paper on Public
Expenditure as rapidly as possible.

% % the points made in the course of discussion were
the following:

We 'should at &ll times expregs our policy and propaganda
in terms ordinary pgople could understand, For exgmple, the
coneept of'self~reliance, though vital, might be difficult
for the greet masp of émployed people to understand. We
sheuld also ot seem to be tg¢ fiercesly ideclogleel and teke
care to keep in touch with the line taken by pressure groups
normally in sympathy wl‘th upy guch a3 the CBI,

While it wsa clsar that‘.. s mejority of pecple thought as
we did on slowing down the rgte of inflation, home cwnership,
standards in echools, selling council houses and similar
isgues, there was doubt és to how far they associated theae
poliglés with the Conservabive Party. One way cof making our
position mere clear would be te apell out, for sxample,
exactly how we would Baek to raise educational standards,

Targe numbers of working-class people wished tc see more
done to eliminaté fraud over social security benefits. We
would need to tackle a sifuation in which certain people found
it more profitable not to work ‘than-to do so (although it was
accepted that the difficuliies of taxing socisl security
benefite. were cunsiderabls).  The best sclution, of courss,
was our policy for tex credits. The supplementary benefit
aystem was increasingly out of control, for example w:l.th
regard to the very largs nuibere of students receiving
supplémentary-benefita when on vecation, = But i% was sug-
geoted that we should not ' risk’gratuitously alienating any
particular groups like studente before we had developed cleer
policies for meeting: the:.r '_mblema.

We should do more to demonstrete at a local levsl how
Conservative policies might work and we should seek to involve
local people more in developing and carryiang out those policiea.
The Scottish National Party had been remarkably successful
in wsing their existing local bases for promoting politicel
enthuaiesm, especially among the young. We should draw
attention to examples of Conservative controlled councils
which had good recorde in getting value for money.

++eus/People were
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People were beginning to see that the existing pattern
of public spending led to unfairness, for example, the wide—
spread hostility to the Chrysler subsidy. We should
piblicise widely the more striking figures such as the
Tigure of £335 extra direct tax paid by the average household
over the last tws yeara. We ghould lirk our atiack on
public spending with the problams of both owr natural supporters,
like small businesses and target groups of voters =nd we
should link high spending with high taxation, while exposing
the nonsense of, for example, multi-rate VAT. We should
seek to imitate the use made by Labour WMPs cf 10 Minute Rule
Bills, which were useful propagenda exercises, and drew
attention to commonsense policies through them. The area
of housing in particular afforded many cpportunities for this
sort of exercise, for instance seeking to give council tenants
the right of purchase and proposing methods for increasing
the supply of privately rented accommedation.

For the purpose of the by-electioms, the best lines of
attaeck were on taxstion, buresucracy; and the advenca of tke
Socialist State. We ehould not feel too circumscribed by our
reeponsibility for lrcal government reorganisation in ettack-
ing the growth of local governmeni bureaucracy, We should
expleit our defest of the West Midland County Council Bill.

There were signs that our efforta to improve our
organisation and publicity in the universities were paying
oif, Active student opinion now appeared to be more clearly
polarised betwesn Conssrvetives on the one hand =nd the
extrems Left on the other, with relstively littls suppert for
the present Labour Government. Debate was increasingly on
issugs of principle — on the kinud of society desired — and
lese on tactical lssuea, There remained the problem on what
the etiiiude of Conmervative Students should be to the KUS -
some, including mest of the officere of the FCS, wished to
remain affiliated to the NUS, while others wished to diraffiliate.

Conwervative Research Department KF/TATD,/DIN/GSE
24 014 Queen Street, Dondon SW1 29.3.76



