











3 TURN-AR OUND POLICIES)

such questions, it is difficult to frame policy without some
assumptions about the answers.,

Mz iy ohservers are probably now concluding that (4) is the real
que sfiento be answered. For the purpose of this report, however, -
it is assumed that the answer to (1) is ""Yes", to (2) is 'To some
extent only", and to (3) (b) is "Yes". In other words, some sort
of recovery is just possible, given North Sea oil; but only if the
trades unions adopt a creative rather than defensive role, and

provided the shift to potential growth sectors in the economy
(without the dead hand of union practice descending on them, tco)
iS encouraged.

TURN-ARCUND POLICIES
'The Right Approach' outlines a comprehensive list of policies

which a Tory government would implement in order to bring about
economic recovery. in this report we cra concerned only with
those policies (most of them spelt out in "The Right Approach to

the Economy' and brieﬂy discussed with the Steering Group members!
which must turn the economy around before it reaches the point
where fasting recovery might be impossible,

-

The arincipal policies can be summarised as follows:

(l) Currency Stabilisation L fe /j-tw;-} |
Nothing can be achieved as iong as this problem ramains
unsolved, [t l’&qU res sustained monetary discipline, balanced
budgsts, public sector wage restraint. Exchange controls should
orobably be relexed, so that the sterling exchange rate does not
rise o high under t2 impact of North Sea oil.
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(2)

(3)

Shift of personal iax from income fo expenditure

Treat (indexed) capital gains as income, with a top rate
of about 60 per cent, indexed thresholds and allowances at
he Chancellor's discretion. Important that the unions do

“not see this and public expenditure cuts as {a) hurting the

poor to help the rich, and (b) a rise in the cost of living for
which they should be compensated, Perhaps the uSe of the
Australian idea of a R.P.1. which excludes the effects

of indirect tax.

De-regulate the private sector

Screp price, profit, dividend controls, Ease planning
regulations and controls on buiiding fac l,ur‘es, ete.
Remove deterrent legislation on empioyment protection.
Experiment with “free enterprise ferritories for e.q.
urban renewal,

Use North Sea tax revenue fo -

Cut the borrowing requirements of the public sector, {o
keep interest rates low, encourage investment.
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A TURN-AROUND STRATEGY

WHAT DO WE MEAN BY "STRATEGY"'?

Section 3 contained a iist of policy measures, all of which, if
successfully implemented, must tend to improve the UK's economic
position. Buta strategy implies long-term objectives as weil as
policies for the initial break-out from a political and economic
impasse.

The most obviocus and unambiguous objective is, of course, the
winning of an elect’on, but this is not necessarily enough.

'f electoral victory is only the first stepping stone in a longer-term
process, its manner and the way in which it is achieved must help
to pave the way towards those objectives,

Strategy aiso implies a choi ce between routes. Route implies not
simply a list of policies but the sequencing of them so that each
step makes the next easier, in terms of economic and political
consiraints.

" OBJECTIVES AND ROUTE

Goals and Risks

We must know what a Tory government will have o achieve, before
thinking about the way in which it must win office, because simply
"winning @ majority" on the wrong terms may not give it the
authority it needs for success.
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In normal times a majority is enough. The task of government
is 1o steer a basically healthy socio-economic system past hazards

which are primarily external, while ensuring that the system's :

fabric is maintained and making improvements to it here and there.

But once the system itself starts to show signs of fatique, instability, |
disintegration, then we start to talk of discontinuity. In discontinuity,
solutions can only be found by breaking constraints which we had
assumed were unbreakable. It is not enough to setile for policies
which cannot save us, on the grounds that they are the only ones
which are politically possible or administratively convenient. The
North Sea oil "window" is such a period of discontinuity, from
which Britain emerges either reborn or eise in rags, depending on
vhat goais it sets itself, and the route it chooses for reaching those
goals.

But can we in fact falk sensibly about objectives or goals, beyond that
of electoral victory? We can certfainly talk about intentions, in the
sense of policy measures which we aim o introduce when in power.
But what about the results of those measures? For example, what
is our "goal" for inflation? Zero inflation within five years? Or
might a steady 6 per cent p.a. twhich would reduce the real value

of £1 to under 54p in ten years) be satisfactory?

it is clearly impossible to answer such a question without first
answering others, about the effect of inflation on pay bargaining;
on saving and investment patierns; on the real cost of servicing
and redeeming government debt; the exient to which steady
inflation rates are discounted, and soon. Once we have answers
to these and other questions, then we can say whether we think

it is possible to build long-term economic recovery with a 6 per ~ent
inflation rate. If, however, we conclude that it is not possible,
then reducing inflation from, say, 16 per cent to 6 per cent may
not, after all, be a valid goal (even though it may representa
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considerable achievement). But this will depend, in turn, on what
we really mean by "economic covery",

For example, we might say that, while of course we would like to be
as rich as West Germany, our minimal goal in reality it to have
halted the relative decline of our economy by the time our per capita
GNP _has shrunk 1o, say, one third of theirs. We might call the first
our "Want" objective fie. it would be nice if we could do it) and the
second our "Must" objective (ie. it will be very nasty if we can"t).

Ne can probably discard the '"Want" objective as a pipe dream. But it
would not then foliow that the "Must" objective is E".CL\,bfa"“}’ possible
without big charg,es and extraordinary efforts. It is much more likely
that the only outcome which is definitely p r"l'Sibn-:‘ is simply .he
continued exirapolation of all Britain's relative downwerd {rends -
share of world tradefndustr;al production,/ per capita Gl »P/ oS
capital formation, foutput per man hour |average industrial w ge ]
sterling exchange rate, even human life expectancy ifself. If thatis
so, if achieving the "Must" objective of halting our relativ wcl.ne
turns out to require almost an economic miracle, then we may ha
to take greater political risks than we had anticipated, to achicve it.

4.2.2. Subsidiary Objectives

A Tory governmient will have to set itself some such objective, not
because its task can ever be reduced fo such simple or precise terms,

but because doing so forces an examination of what such an achisvement
would really entail. For what is necessary is a set of interrelated
policies which can, however narrowly, nudge the entire social 2nd
economic system off the decline course and on to recovery, That
involves, for example, changing boxes marked in green on Diagram 2,

so that all the other components of the system reverse their signs,

as it were, to produce strength instead of weakness.
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Let us assume that we cannot remove our problem by import controls
or by stepping painlessly into some post-industrial era; and that the
problems of unemployment, like the potential for exports and import
substitution, still remain in industry. Then we have to look at the
UK pie chart (Diagram 4) and ask ourselves what propertion of that
Die has to go fo capital formation before the pie as a whole can start

growing at a rate which, though it may not be able to close the gap’
between ourselves and our trading partners, will at least prevent us
from falling ever further behind them. For centinued relative decline
seems almost certain, as long as govern neﬁt and QT‘"'EEJ‘}‘GGS between
them consume nearly 90 per cent of the value added each year by
manufacturing industry.

Cutting government's claim on added value will take time. Culling
the employees' share is even harder. Increasing his value-added
requires grr—ater co-operation with management; ending demarcation

and thus reducing manning levels. Alte r"v-u.tlv he must restrain
his wage demands, despite two years of incomes "‘?hy double figure
infiation and high marginal {ax.

Somehow, government and employees must begin to put back into the
balance sheet some of what they have taken out over the past twenly

Iul...

years. But this cannot happen in isolation. We nead to achieve a
number of eariy subsidiary objectives, to provide a hase from v 7ich
full recovery (ie. the complete transformation of D fmjfah;S land 2,

and a start on other massive tasks like the tax credit scheme, overhaul
of the NHS, and local government finance) can start. These sub-
objectives would include:

(1) Ending inflation.
(2) Removing inflationary expectations.

(3) Reducing governman.'s claim on value added,
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(4) Pay bargaining systems in the private sector and the
"market public sector" which encourage and reflect real
value adding performance, and are thus automatic inflation
dampers.

(5) Pay bargaining s stems in the non-market public sector
which recognise that real take-home pay can only be
_i.jcreased by reduced manning or increased GNP,

—

(6) Restoring incentives to individuals and companies to
invest in a longer-term future.

A high level of success is needed in each of these areas.
Complete success is some and relative failure in others could
in aggregate, mean failure to start the national recov

Cha'ice of Route

A common mistake, and one which the present government
probahly makes, is to think that stable distribution of value added
leads to stable outcomes. In fact, of course, once the percentages
in the value added pie are wrong, then keepin g these parcentages
stable is a recipe for instability. The size of the pie itself saris to
shrink, relative to foreign competitors, and the whole spiral of
weakening competitive performance, shown in Diagrams | and 2,
starts. One has only {o compare Toyota, where the employees'
gross wages and salaries account for lgss than 50 per cent of vaiue
added, and British Leyland, where, following years of management
incompetence and union mililancy, they are over %0 per cant,

to see what a lost cause looks fike. But British Leyland is only an
extreme example of the balance sheet liquidation from which so
much of British industry suffers,
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Assuming that we have no choice but o aitempt to rebuild the
balance sheet, then one precondition for success will be a complete
change in the role of the trades union movement. And it is unlikely
that evolutionary change (eg. spontaneous rank-and-file protest,

or increased aclivity b Conservative members) will have a rapid
enough effect.

As long as the present manning levels and the underlying logic

of traditional collective bargaining (pay increases ahead of, and
unrelated to, added value) are left undisturbed, it seems unlikely
that the North Sea trade surplus or tax revenues will do more than
postpone the next stage in Britain's decline.

A real danger is that a Tory government, like the present Labour
government, could reach a "'satisfactory" relationship with union
leaders; and that, because neither side understands what is at
stake and what is really happening, they continue {o congratulate
themselves on their good sense, while the underlying indusirial
arithmetic - absolutely central to any chance of recovery - remains
unchanged Even with a radical new union role, to find a way out
of our problems will be like finding a needle in a haystack. But if
the unions' role and political objectives remain unchanged, then
all parties would in effect be agreeing to restrict their search to
those haystacks which they know do not contain the needle,

Any strategy which does not address this probleim of the trades
union role from the outset, ensures failure in office, even though
it might, at first sight, appear to make electoral success more
tikely.
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Detailed plans for handling relationships between a Tory government
and the trades unions will obviously depend on the Party's
assessment of motives (political versus economic, leader’s versus
members'), and the balance of power and authority between national
union leadership, shop stewards and rank-and-file, for zach of the
major unicns and the larger companies in which they operate.

For the purposes of this paper, however, it is assumed that the
union leaders can be rough'y classified as follows:

-  Potential allies; forced by national economic failure into
short-sighted defence of their members' interests, but
knowing that it is economic nonsense. This group has to
be persuaded that the Tories have the measure of the UK
problem and can cure it, to the benefit of their members.

- Economically confused; well intentioned but genuinely
believe in socialism, government planning, Clause 4, etc.
This group must be educated and persuaded that the first
group may, after all, be right.

-  Political opponents; those who want a true socialist state
and will therefore vete any attempts by either party to revive
the private sector. This group must, in the public eye, be
isolaled and discredited, unless their power can be reduced In
some other way. For the Tories to treat them as responsible
figures, and thus give them increased credibility, must in
the end be a mistake.

We can define the new union role as positive co-operation with
government in order {o:

(1) Help to free up the labour market so that the economy can
readjust more quickly to irading reality, after the creeping
paralysis of the post-war years.
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(2) Influence government to minimise the hardship of
this necessary transition, for their members.

(3) Help to develop ba: gaining systems which relate pay
increases to increases in real added value in the market
sector, and to GNP growth in the non-market public sector.

Although this amounts {0 no more than emulating the behaviour

of the unions in other more successful European economies, it
implies a complete rejection of socialism as the Labour movement
understands it; and this will not be achieved by direct rational
argument addrec sed to the union leadership. Only a sea-change in
public opinion and voting patterns can bring it about. Infacta
political miracle is the precondition for an economic one.

The real question is whether we are using North Sea oil simply to
repair, by means of direct financial subvention, the damage done

by thirty years of misquided political economy; or whether we are
using it to change that political economy itself, perhaps even to buy, .
as it were, a West German trades union movement to replace our own
(@rguably a beiter way of spending the meney). The danger of a
conventional approach o North Sea benefits is that they are simply
fed into a system whose wealth-desiroying behaviour is internally
unchanged. The sysiem simply digesis the windfall and everything
then continues as before.

The communications strategy which follows is concerned very largely
with creating a climate of opinion which will first reject socialism
and will then make it impossible for the {rades union role to remain
unchanged. But we should remember that policies are themselves
messages, and thus policy and communications must reinforce each
other. For example, could North Sea tax revenues be used to give
dramatic tax incentives to workers in companies which abandon free
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collective bargaining, in favour of a value added system, so that
there is direct financial inducement supporting the pressure of
public opinion? The attraction of such less conventional approaches
(which may of course be technically impossible) is that they might
drive a wedge between union leadership and rank-and-file, while
appearing {oo "free market orientated" to be readily stolen by a
Labour government.

A COMMUNICATIONS STRATEGY

Starting Assumptions

As with our policy ohjectives in government, our choice of
communications objectives depends on our judgement of the size of
the job. If we believe that the UK economy can, with the help of
North Sea oil, recover without significant changes in the behaviour
of its constituent parts; and that public opinion about {ax levels,
bureaucracy, educational standards, law and order, and defence
will in any case ensure a Tory victory, thena "play-safe"
communications strategy is encugh.

If, on the other hand, we judge that present trends will continue

to go Labour's way; that memories of February 1974 will slow down the
swing from Labour to Conservative, and that, whoever wins the
election, economic turn-around is going to be a close-run thing,
then a "no-risk" communications strategy could turn out in fact

to be risky.

The trades unions are central io any straiegy for economic recovery,
not because they are the sole cause of our problems (that, as we
have seen in Section 2 and Diagrams | and 2 would be an absurd
over-simplification), but because they are the only group whose

~ leaders' political convictions and economic ignorance could pit
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them against any gover nment which tries to solve these problems.
And they are central to the election iiself, because of the widespread
fears ahout their readiness to co-operaie with a Tory government,

At the risk of labouring the point, therefore, we have to be clear
in our minds that we can only accept the status quo as regards the
trades unicns' role if we believe:

(@) That an economic miracle is possible without any major
changes in union behaviour.

or

(b) That the union leaders' analysis of our problems is similar
to our own, and that they will therefore voluntarily change
their behaviour, in order to help us to make a market economy
work.

or

{c) That the unions' political objectives and power are such that
they can be neither forced nor persuaded to change their
behaviour, and that therefore the only option ecpen 1o any
government is to behave as if either (@) or ({b) is the case
and hope for the best.

If, as we are suggesting, none of these three positions is tenable, then
somehow the trades union role must be changed to one of positive
partnership, and the strategy for bringing this about must positively
enhance the Tory Party's prospects of electoral success and lasting
achievement in office. We cannot say "Win the election first, with
a low profile on the union problem; then implement a high profi'e
-strategy when in power". The count-down for both has already
started.
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Communication Objectives

If we accept these sfarting assumptions, then the Tory Party must
win a substantial overall majority, on a programme which explicitly
asks the electorate:

- Toreject socialism, not just to call for a change of government.

- Todemand a fundamental change in the objectives and role
of the trades unions, so that it is less easy for their leaders
to continue the pursuit of socialist ends, regardless of who
won the election.

To achieve this it is necessary fo instil into the emotional majority
(the "Feelers"):

(@) A sense of shame and disqust wi th the corrupting effects
of socialism and union power - class war, dishonesty, tax
fiddling, intimidation, shoddy work - the "Sick “ociety",
Disappointment with material resuits is not encugh.

(b) The vision of, and the desire for, something betler - unity,
effort, quality of work, fairness, trust, straight dealing -
the ""Healthy Society". The example of honesty and fairness
set by the Tory Party's own communications must be part
of this picture. Again, the promise of material improveme nt
is not enough.

{c) A sense of hope, in place of apprehension; the realisation
that if enough people want (b) instead of @), not even the
trades union leaders can stop them.

At the same time, it is necessary to educate the rational minority
{the "Thinkers" including, especially, the media) so ihat they are
proof against "false dawn" messages; they understand how the
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trades union - Labour Parly axis institutionalises socialism; they
understand how little collective bargaining has achieved for the
rank-and-file; and they see how these things are &t the heart of
the UK problem and how, in the end, their solution must be part
of any programme which will cure that problem.

The rising tide of public opinion is already transforming the trades
unions from Labour's secret weapon into its biggest electoral liability.
The one thing the Labour Party must therefore prevent is a "great
debate" about the unions' role. The more factual, cool and raticnal
that debate, the more it will open the public's eyes 1o the unions'
axisting privileges and destructive role; the more da a\ﬂumg it
becomes 1o Lahour's cause; and the mere diificult it is for Labour

to dismiss it as an archetypal Tory war dance, (lIndeed without

Mr Prior's "bridge-buiiding" over the past three years, this "great
debate" would be politically impossible).

The more calmly the evidence is presented, the greater the resulting
indignation and desire for change. Inevitably, the union leaders,
from a morally dubious and intellectually confused position, have
chosen attack as the best form of defence and seek {o stifle both
criticism and dangerous new ideas by branding them as confrontalion,
or unwarranted interference in their internal affairs. They hav

been astenishingly successful, :

If the electorate is offered conflict about the stetus quo, or
alternatively the stetus quo without any conflict, it will settle for
the latter. What we have to show is that the real conflict, which is
already happening, is the direct result of the union status quo.
The escape from conflict is, in fact, to have a calm debaling
confrontation now ahout the union role, and then less conflict

in everyday industrial life,




® 4. ATURN-AROUND STRATEGY - contd. ) 2.

If the Tories appear nervous of bringing the union issue out into

the open, public indignation about union abuses will turn to fear

and defeatism. Once the public sees that union-government relations
are central to economic perfermance, and that the parties are
competing to show the closeness of their own relationship with the
unions, they may well say "Why use Tory amateurs, when we can
stick to the Labour professionals?"

4.3.3. The Communications Route

The route must lead beyond electoral victory to the successful
exercise of power in office. So the question is, can the sea-change
in Britain's political economy, essential for long-term recovery,

be achieved by a communicati ons programme which, en route,
brings an electoral landslide with an unequivocal message to the
union leadership?

The short answer is that there may not be enough time to inlegrate
policies and communications into a really effective package and let
that package do its work. All we can say, however, is that the
sooner the Tories seize the initialive in dealing with the trades
unions and their link with the Labour Parly, the better. The
following sections discuss how this can be done.
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THE NATURE OF THE COMMUNICATIONS PROCESS

INTRODUCT ION

As leng as we subscribe o the view that "Oppositions don't win
elections; governments lose them", we need not spend too much
time on communication. Similarly, if communication was simply
a matler of rational discussion with a thinking ¢lecterate, life
would be simple.

If, however, we accept that the dissemination of ideas, and the
changing of attitudes is not a strictly rational, or even conscious,
process, then we must construct some hypothetical model -
however imperfect - of how we think the communication process
works.

This section describes a model which has worked successfully in
the field of marketing and advertising. Like all such tools, it has
its ration of irritating jargon. And, when all is said and done,
what it has fo tell us is obvious enough, But it does save us the
{ime needed to work it out for ourselves.

The model iiself, therefors, shouid not be questioned. Like all
"methodologies", it proposes systematic and painstaking effort,
rather than magic, and such effort is only justified whena
great deal is at stake,
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THE "PRODUCT" AND THE "USER"

Definitions

In politics, the party and its policies are all aspects of the "Product”,
which the voter, or the "User", buys with his vote. The Product
includes the party, its reputation and traditions, its individuals

and its policies in different fields. The User, or voler, is for the
best pari unable to make rational voting decisions based on
evaluating policies from different parties. Indeed, he is often
bewildered by the almost identical nature of political propaganda,
Frequently he attribules to the party which he supports, the most
distinctively different policies of other parties. Nevertheless, in the
end the voter makes his choice based on his own judgement and
feelings.

Product Differentiation

To most volers, political products inevitably look very similar,
because they are being formulated to deal with the same problems.
[t is only at the level of ideology - what sort of a sociely is being
proposed - that differences are likely to be perceived.

New information is needed if people are {0 recognise a different
product, Only if the product seems different, can they reasonably
expect a different performance from it. And only then are values,
other than economic, used in making the "buying decision"'.
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L Jc PERSUADING PEOPLE TO CHANGE THEIR MINDS

5.3.]1.  Three Kinds of Mind

The electorate comprises three overlapping groups - Thinkers,
Doers and Feelers:

The Thinkerasks whether a policy can be proved
objectively to work.

The Doer is only convinced by measures which have
~already been found to work in real life.

The Feeler favours proposals which appeal emotionally
or intuitively.

The vast majority of voters will be Doers and Feelers, with a high
degree of overfap. The Thinkers are a small minority, including
the media. (See Diagram 6).

Slogans and themes without any substance in policy can only appeal
{o Feelers. Thinkers and Doers will ignore them or attack them.
Slogans and themes which are based on hard thinking will be
examined carefully by Thinkers who {especially in the case of the
media) will comment on them and thus affect Doers and Feelers.

A party in Opposition is always at a disadvantage, because its products
are hypothetical. If, in addition, they are difficult to distinquish,
except perhaps in emphasis, from the policies of government, why
should anyone believe that they will perform better? Only the
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introduction of fresh information or ideas (the jargon term is
"New Data') can shift the arqgument on to grounds where
government does not have a built-in advaniage. Otherwise we
are left with factors like the personal appeal of the party leaders.

The Concept of "Mental Set"

The voter buys and uses political products, including policies.
Each voter has a more or less stable set of opinions, values,
interests and purposes - his "Mental Set". His responses to all
kinds of event will tend to be predictable and to follow a fixed
pattern, unless his Mental Set changes, either as a result of
personal experience or as a result of receiving new messages,
whether at the emotional or intellectual level,

An institution can also have its Mental Set, like the individual,
and that set is unlikely to change unless the Mental Set of a
particular sub-group within the institution changes.

Three Kinds of Data about the Product

For the User (voter) to understand and judge a product (whether
policy or party), he will need information about:

its Functional Role, what the product is for, what it is,
what it does, its purpose.

Its Effects Role, @ measure of its fitness for purpose,
how effective or sensible it is in fulfilling its purpose,
how satisfyingly it links its functional role, above, to -

- [ts Psychological Role, its appropriateness in the User's

mind to its functional purpose. This can include its effect
on morale, motivation, knowledge, confidence, class and

family values etc.

24,
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New Data means perceived product data differences, inany or
all of the above roles.

For Maximum Impact, the functional, effectual and psychological
appeal of policy and party must reach the voter through a single
theme or bridge. (The jargon term is "thematic bridging"). This
concept is important.

The most effective communication will get F, E and P data to Thinkers,
Feelers and Doers simultaneously. But it is extremely important
that such communication is hased on a deep understanding of the
collective assumptions, hopes, fears, values, feelings (ie. the
Mental Set) of particular groups of voters; for example, working

class union members. If that is not done there is no hope of
changing the Mental Set, and there may be a risk of consolidating it.

Three Processes for Influencing Mind

The voter's decision will be influenced by what he knows, by
perceiving, sensing, remembering, reascning; by what he feels -
is it fair, reasonable, pleasant etc?, and by what he wants - his

aims and motivations, both voluniary and involuntary.

All three processes can be brought together in the following way.

(T he jargon for what follows is "The theory of cognitive dissonance").
Each individual strives for consistency among his beliefs, opiniens,
values, actions. If they are inconsistent, then the resulting
"dissonance' creates stress and the consequent demand for its
reduction. Thus, the cigaretie smoker whose behaviour is at odds
with his knowledge of the dangers of smoking. Similarly, perhaps,
many union members may feel stress when their freedom of action
or self-expression is restricted, or their union breaks the law.
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Faced with this stress, the individual may change his attitudes

or values (ie. collaborate with something he disapproves of); or
construct some elaboratle rationalisation (frequently the case

with smokers); filter out those pieces of information which cause

the stress (selective perception, whereby we all tend to misunderstand
messages which are unpaiatable to us), or minimise its importance
('l didn't do well, but it was only because | wasn't really interested").

Another possible way of reducing stress, which we will examine
later, is selective involvement with new information from any
number of sources.

Changing Voting Behaviour

It follows from the preceding sections, that the ideal message will
thematically bridge the Functions, perceived Effectiveness and
Psychological appeals of a party and its policies; that it will be
designed o reach Thinkers, Feelers and Doers; and will influence
their Mental Sets by simultaneously affecting their knowledge,
feelings and motivations,

Good thematic bridges can ensure that slogans, themes and symbols
are ''open-ended'; ie. they have as many meanings and interpretations,
for different people, as possible.

The media play a cenlral role in this process because they are likely
to be better at motivaling Feelers and triggering Doers than political
leadership and political events alone can be. The ability of the
journalist to take a piece of New Data and examine its possible
implications and effects in some defail is an essential part of a

long process (The Process of Diffusion of Innovation - see Diagram 6),





