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You asked me to put a few thoughts on paper on the lines
I spoke at the Steering Committee today,

My starting point was that the Party while capable of
improved performance on many fronts was fundamentally in need
of a clear lead from you on the aspect of policy about which it
is said to be deeply divided. This aspect of policy is normally
couched in economic berms and is said te concern a supposed
alternative between what are called menetary policies and incomes

policies. I consider that the setting of such a speech should

he against the background of Britain's present ills and the lack
. of confidence which others seem te have in her today. I considen

T"that the approach zhould be fore in paﬁriﬁﬁtﬂ‘tﬁﬂﬁ“fﬂ'ﬁsrty terns
and so far as possible about pecple rather than about economic

dogma. The thﬁnﬁ of the speech zhould be that if we are to
extricate curselves from our present predicament it will not be
(D hy the application of some cone simple or gversim lifim
such &s an "incomes policy® or "monetary technigues™. We shall
'iEEE=§§=3EEE;;-;;;;_§;:;;§;'ana have to make sure that all aof
them are working in the same direction. Thare is room for a

passage on the qiggers at such a moment of appeals Lo envy, malice

[

and bitterness. It is going to be guite uncomfortable enocugh

for evepybody without locking around for ways of making it worse.
Also at such a moment it is important to consider carefully to
(::) what extent it is Enssihle to shelter the weaki' We plainly

canit shelter everyone and we must therefore consider as a nation

Far more sericusly than we are at present the advantages of helping

-



poorer families rather than distributing equal help to all.

AL the moment, the Trade Unicns are accepting or at
least contemplating accepting an incomes policy. The affect
of thig policy may in fome degree at least limit the levels of
unemployment which might otherwise reach far higher levels.

All incomes Eﬂligiﬁs are cumElex; cantruversigé EEE:EE Eeneral

short lived. Their main field of operation lies more in the area

of restrictio ower than in wider economic themes.

Nevertheless whatever thedaretical views may e held about them

the fact is that today millions of men are finding their pay
regtricted and their differentials eroded and are accepting this
fact in the national or what they rightly deem their own long
tern interest. Plenty of them would like to see these restric—
tions swept away and probably all of us would like fo see the
mederation of these resbtraints az early zz we could. The debate
ot how or to what extent incomes demanded, particularly in
monopoly conditions, could or shouwld be discussed cor settled,
lies in the future for in truth noe Party and no country has yet
solved it. For the moment restraint is there and the nation
however reluctantly must accept that it cannot at this stage and

against the perils just described simply be removed.

Egqually plainly however it wonlt of itsgelf =solve our
problems. Indeed it plainly isntt salving them, It could
indeed increase them if accompanied as it was disastrously in the

days of the Social Contract by demands for other damaging policies.

There is moreover the other side of the equation. Itts

not just what a man is paid that matifers, itTs what he produces ---

elaborate from Research shortly on steel, ete. —-- We are
increasing production rather less and increasing wages rather

' more than our competitors.

the truth is that though we are not by many standards a
highly paid nation we have been paying ourselves rather too much

and producing rather toe little from the assetz and equpment which

we already possess. Nor have we allowed cur industries to

——



generate the capital to expand and prosper as they should.

These factors lie at the root of ocur excepticnal inflation.

Wise men will accept policies for a time even if they
diazlike them if they can be assured that other even more
relevant pﬂl:l.c:l.es are being 1ntrndwz=__-—-# de ~The absence of
action in other flelds seems however to be fixing most

— —_——e— .

difficult and centroversial policies upon us. What will

happen if this incomes pullcy erodes as well it may or if we

.(k) cease to be able:__i:_ﬂl_hgrzgﬂ_ﬂﬂ the present scale. Public

expenditure dees matter - expand on lines already used -

———

Any policy carried te excess could ohviously cause havoc.
Monetary policy a5 used in the 20ts is scarcely likely to appeal
to many today. But that does not mean that you discard
monetary policy altogether. Te try to meve away from borrowing

—

£1 for every £5 we spend is not a savage use of monetary policy.

Mast families wonld regard it a5 common sense.

Develop the theme of the need to move guietly and

R cautiously but not to sit down and nol move at all. 5ta£% not
Ly dramatic cutting of expenditure in the public sector
. (impossible in short term anyway) but mainly by not increasing
T — -
it. Quote examples of plans before Paprliament. Recoghise

Ehat thiz means some reversal of stated policy. Accept incomes
palicy at least for a time but start at least as close a debate

on how to produce more goods. Try to get the private sector
moving. Donlt look around for opportunities to add difficulties
to middle and top management - they suffer plenty already. See

what we can do by concentrating help upon those really in need -
for there is growing anxiety at what many regard as the indis-
cpiminate use of social funds in reality at the expense of the

rezlly poor and the unfortunate.

These views are none of them such as would be likely to
be violently condemned by any large section of the community.
Surely there is a basis which could be formed upon which at
least for a time men and women of moderate opinion could move

Forward in some kind of unison while the country finds again the
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EEEEEE;h_and respect which she seems lately to have besen in some

e —— —— —
danger of losing. The effect of moderate pelicies of thas kind
on world confidence in Sterling could be censiderable,

Conclude on 3 note of hope - that this country iz not
in a desperate situation. It has assets and skills and
character that have earned and can atill earn the admiration of
the world. There is a great central body of opinion that would
like to zee us move inte calmer waters and concentrate upen less
controversial issues. The steps that need to be taken are
numercns but few of them need engender bitterness or induce undue
auffering. What matters is not to achieve an irreverszible
revolution in any direction but a quiet and steady movement away

from the abyss which now confronts us.

This is in your view the path which the nation should
follow. It is certainly the path which you would ask your own

Party at this moment in our history to accept and follow.

I recognise that you have said most of this already or
it has been said by Geonffey or Keith. This is no reascn for
not saying it again in a measured and carefully presented speech -
perhaps outside the House of Commons. It represents basically
what many of the financial journalists believe and what mosi of
the country woulgd accept. Itz importance is in its basically
National rather than Party Appeal and in itz timing - a moment
when the press and the Party are locking to you for a lead. You
might possibly toughen the cuts in public expenditure section but
this ia a matter of pelitical judgement rather than policy. The
important thing is to appeal to the growing moderate cenbtral
opinion which is against the Left or violent swings to the right.

If you can make a speech broadly on these lines, my
judgement iz that the Shadow Cabinet and the FParty will in general
follow you, this particular ncheological® izsue will fade out and
you will be able to concentrate on the other themes of Party policy
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more effectively and with much more general support.

This speech ig neither a eulogy of Callaghan nor an
appeal for a coalition. It should be addressed to the great
mederate majority whoe are sick of bickering, tired of dogma
and want to get on with the job.

THORNEYCROFT



