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The attached repert presemts two recommendstions which together
would constitute a setiafactory slternmative to the Price Code. A
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third recommendation ellows for the possibility that the Code mey -

*
.ave to contime for a short period, W

Tne report is in six parte:- /

I « The present Price Cods Fa.r:')‘
II = Our objectives .. ’,/“J"‘
IIT - Cur three recommendations qfvb:;-p
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¥ = Public expenditure saving
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S The Price Code

l. The Price Code hos EWW $o0 cn unzccentably
low level: the rate of return on capital in wea only 2.20.

The Code should be obolished ocm #soon as politicel sand oconomic
circumatonces permit.

Il. Objectives
(o) Rebuilding Profits

2 The control Coneervative atretepy of tronaferring cotivities
from the public fo the privote sector reguires ¢ rebuilding of
corpornte profits by perhops B4,000m. Any generzl price controls
would deprese profite.

(b) Satisfying the public demend for mction over nrico—increases

. The public vints cny Govermment 4o "do sonething about pricea®™.
Thera will alwayé be unnopuler pricé—-increcses and sushicions of
profiteoring, ond no Government gould foil to respond to the demand
for copcern =nd gotion.

{c) A Price Policy comnetible with Poy Policy

f. A future Oonservoative Govornmont v yell need somo |
incomes. The trode unions are likely AL B0me

oI nrice o 1 or restroint in exXchange for nay-restr=int.
——— —— — —ed

1Il1. Hocommendotions

{2) Priccs Review Board

5. We recommend thot the Price Cemmission be sholishad cond
repleced by o Prices Review Boeord.
h

G The Bosrd should hova no power o refulate srices,. Tt should
have the power only to investigate individvunl price incresses ond
publish reports. This would reconcile objectives (z) end (b):

there would be no control of oricea or profits; but the Doard's
investigations vwould satisfe the public demand for Governmental
action on prices. The Bogord should inmveastignte and report for mora
frogquently and with much greater publicity, than the Price Commission.

s The extent to which the Boord satisfied the trade unions would
depond on the woy in which the Boord's peotivities were understood by
the public. The Board should be hedded by a2 convincing figure who
pppeared independant of the Government.

f. The PBonrd should be smell and cost less to run thon the Price
Commission. It should be modelled on the highly successful Cansdicn
Prices Review Doord. The Board should publish o price index of its
ovnm in combrehansible "shonping-basitet™ fora when infletion is ftlling.
Tt should zlmo publish the implicetions for prices of perticularly
lerge wage claims, ond could help to educnte the public about the role
of profite.

g. The Boord should report to the Seoretory of Stcte for Prices
and Coneumer Protection, who (if he felt this was varranted) could
rofor maotters to the Office of Foir Proding or the HMononolioce and
Kergers Commiogion,

sssas/lD) Voluntery Restreint
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(b)  Yoluntary restreint

10, It im quite posrible that the Prices Review Board would not

be enough to satisfy the public or the trade unione that prices were
being controlled. We therefore recommend that a Conservative
Govermnent should heve reedy for impl fon, if n Wy 8
systen of volunbary restraint bemed on the Fremch contrats d'industzie.
These are agresments with a single ipdustry which commit that industry
to keeping price increases within a certmin limit for a short peried

1. Cosmetic schemes have been used by both Goverument an2 $rade
unjons @z an exsmple of price restraint obiamined in exchange for
wage restraint. Thig is largely because the Price Cede is 0ld and
no longer newsworthy, esnd is additional evidence thet a (overnment
needs to appeer to be ™doing something about prices" rather than
actually keep prices down.

(e) Interim Messures "

1z. 1f 2 Conservative (overrment takes office while the Price

Code ie atill in force and if clrcumstances warrant the retention

of the Code's sanction on pey imcreases, we showld %e ready with
.some quick reliefs for industry. Anong desirable reliefs would bes

(i} reising the turnmover thresheld $o relieve ameller compenied
from control.

(41) higher investment relief of say 1007 rether than 357 and

(ii1) relexation of groess mergin cobtrel for distributors.

IV,  Public Presentation

13, ¥e recomnend that cur policies should not be set out clearly
in the Policy Document ¢r the Hanifesto. There should ingtead be
a general statement e the effeot that we plan to replace the Price
Code end the Price Commimsi-n by a new syptem of price-monitoring
which will prove more satisfactory to both consumers and incustry.
V. Public Ixpenditure Saving

.1- N The Price Commission is cesting 24,894,000 in 1976-77. The
budget of the Prices Review Board should be ebout Zim., so there
would be a net scving of almost Z4m. per anmum es & result of our
propogals.,

¥i. legislation

35. A single amendment to existing legimlation will replace the
Price Commission by ihe Prices Review Doard.
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. REPORT CF THE
PRICE CODE ALTERFATIVES BOLICY GROUF

I. The Price Code

1. The Price Code hes depressed corporete profits %0 au unacceptably
low level: the rate of return on capital in 1974 was only 2.27.

The Code should be sbolighed as scon &8 political end economic
circunetances permit. .

II. Objectives

{a) Rebuilding Profits

2, The centrzl Conservative strategy of transferring activities
from the public to the privets ssactor requires a rebuilding of
corporate profite by perhaps 24,000m. Any general price controls
would depress profita,

4 (o) Satisfying the public demand for actjen over price-incresses
3. The public wepte eny Government to "do something chbout prices".
There will always be unpopuler mrice=-increapes and suspicions of
profiteering, and no Govermment could fell to reepond to the demand
for concern and sction.

(o) A _Prige FPolicy compafible with Poli
4, A& future Conservetive Government may well need some kind of

policy for incomes. The trade unicns are likely t¢ demand some
form of price contrel or resirsaint in exchange for pay-restraint.

III1. Recommendstions

(2) Prices Review Board

5. We recommend that the Price Commission be zholished and
. replaced by a Prices Review Board,

6. The Board should have no power to regulate prices. T+ should
have the power only %o investigete individuel price increnses cnd
publish reports, This would reconcile objectives (a) amd (b):

there would be no contrel of prices or profite, but the Boerd's
investigations would satiafyr the public demand for Governmental
ackicn on prices, The Board should investigate and report far more
frequently and with much greater publicity, thea the Price Commismion.

7. The extent to which the Boerd satisfied the trade unions would
depend on the wey in which the Beard's actiivities werg undorstood by
the public, The Board should be hesded by a convincing figure who
appeared independant of the Govermment.

8. The Boart should be small and cost less to yun than the Price
Commiesion. T+ should be wedelled on the highly succeasful Canadian
Prices Heview Board. The Board should publish o price index of its
own in comprehensible "shonping-basket™ form when inflation is felling.
It should zlseo publish the implicaticans for pricea of particularly
large wage claims, and could help to educate the public sbout the role
of profits.

9. The Board should report to the Seoretary of State for Irices
and Consumer Protection, who (iFf he felt this was worrented) could
refer matters to the Office of Foir Treding or the Monopolien and
HMergers Commieeion.

servs/(b) Voluntary Restraing



L (b)  Volumt restraint

10. T% is quite poecible that the Frices Review Board would not

ba enough to matisfy the public or the tradse unions that pricea were
being controlled., We therefors recommend that a Conservative
Govermnent should bhave ready Lo fmplementation, 1f neosassryy

pystem of voluntary restrairt based on the French contrata d'inﬂuatrie.
These are agreements with a single industry which commit that industiy
to keeping price incresses within a certain limit for a short period

11. Cosmetic schemes have been used by both Govermment and trade
unions ss an exampie ¢f price restraint obtained in exchange for
wage restraint. Thie ia largely becanse the Price Code is o0ld and
no langer newsworthy, and is additional evidence that a Government
neede to appezr t¢ be "doing somebthing about prices® rather than
actually kesp prices down,

{c) Interim Heasures

12, If & Qongervetive Government takes office while the Price
Code ia B%ill in force and if circumstances warrsznt the retention
of the Code's sanction on pzy increases, we should be ready with
pome guick reliefs for industry.  Among desirable reliefe would he:

(i) raising the turnover threshold to relieve smaller companiss
from control.

(i1} higher investment relief of may 1007 rather than 35¢, am

(iii) relexation of gross margin control for distributors.

I¥, Public Presentation

13. ¥e recommend that our policies should not be set cut clearly
in the Policy Document 9r the Manifesto. There should instesd be
a generel statement to the effect that ve plan to replace the Price
Code and the Price Commissi-n by a new systen of price-monitoring
which will prove more sstisfactory %o both coneumera and industry,

@ v 2wlic Expenditire Ssving
1. The Price Commisslon is costing £4,894,000 in 1976-77. The
budget of the Prices Review Boaré should be about 2lm,, so thers
would be a net ecving of elmost L4m. per enmum as a result of our
proposals.
VI. Legislation

15. A single emendment 1o existing iegimlation will replace the
Price Commission by the Prices Review Board.
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