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FOREWORD

REQUEsm for the full text of some speeches of mine which received
mention by press or radio over the past year far exceeded the
remaining copies made available by the generosity of the Press
Department at Central Office, The Centre has therefore decided
to reprint those which evoked most interest at the fime, together
with some of the source material in the form of end notes.

The year covered, from last autumn to this, has been one of
active re-thinking for Clonservatives. In calling on the present
Government to replace magic by logic, we implicitly pledged
ourselves to re-examine in the light of experience and logic our
own tenets acquired over the post-war period, :

Inflation and its causes are matters on’ which consensus remains
to be achieved, though some progress has been made. During this
period official Labour spokesmen tacitly reversed their position-
and explicitly declared that far from being a lesser evil and
antidote to unemployment, inflation is the father and mother of
unemployment, Though some die-hard exponents of pseudo-
Keynesism — ideas fathered on Keynes after his death — refuse to
admit error but go on throwing good money after bad, the
intellectual climate is changing and critics of printing-press
economics are no longer regarded as a heretical minority, or, worse
still, hard-faced men who choose to inflict unemployment and
stagnation out of sheer malice or doctrine.

The turnabout was noticeable in the time which elapsed
between a speech I'made on inflation at Preston in September
19%4, at the cost of some opprobrium, and one which I made on
the same subject exactly a year later in the same town to dvaw
attention to the change.

But this is only the beginning of wisdom, Keeping monetary
continence is necessary but in no way sufficient; monetarism is not
enough.® The ills run deep. I argued briefly in my speech
Recovery Without Inflation to the International Monetary Conference,
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that many of our troubles stem from the quadruple plague
inflicted by the First World War. It seriously undermined peoples®
faith in established rulers and vastly increased the opportunity for
socialists to make the old system unworkable even though they
patently have nothing better to put in its place, It wasted huge
resources, yet generated strong demands for high living standards
all round immediately after the end of hostilities, It {ntroduced
vast new governtnent controls, proto-socialism, whick further
weakened the workings of the market and bred yet more controls
to offset the side-effects of their fellows,

We are still living with the effects, which call for radical change
if we are to reverse the downward spiral. Those effects are now
impinging on even wider segments of the population, including
those who were for a time shiclded from them.

The Norwich speech reproduces the main outline of the talk I
have given on the moral case for capitalism to about 25,000 students
at some sixty public meetings at universities and polytechnics
during the past two years. On four occasions I was shouted down:
Glasgow, Sussex, North London Polytechnic, Dundee, But
otherwise the case I put on grounds both of freedom and of
prosperity and humanity for the market order received an
attentive hearing on nearly every occasion and was followed by
a lively question time. Also reprinted are two articles on basic
issues of our time,

A government needs the understanding and support of the
people, the more so if it is to act boldly. We are endeavouring to
lay the foundations for this understand}i'ng while in opposition,
My speeches and articles are part of this endeavour,

I owe thanks to Kenneth Smith of the IEA who arranged the
annotation, to Alfred Sherman, of the Centre for Policy Studies,
who helped in research and drafting, as well as to colleagues and

friends who read drafts,

* Monelarism is Not Enough (Centre for Policy Studies, 1976)
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INFLATION: THE CLIMATE OF
OPINION IS CHANGING

A vear has passed since I spoke last here on the same subject:
inflation and unemployment.! At the time, you may remember,
my speech stirred up not only a fair amount of attention, )
comment and expressions of agreement, but also a hostile reaction
from politicians and commentators. That was one year ago.

‘What has happened since has largely confirmed what I then

predicted. I return to the theme because inflation? is still the
greatest danger to our society and to employment, and because
many of our policy-makers and opinion-formers are still blinkered
by stereotyped reactions, and denounce those who try to remove
their blinkers, as they denounced me then. I return to the theme
partly to take the ideas one stage further, and partly to Hllustrate
the dangers of stereotyped responses. .

A year ago I argued that inflation was not a natural calamity
but government-made, that governments should talk less about
“fighting inflation’ and simply stop causing it. T went on to ask
why governments, successive governments, had gone on causing
inflation when they were against it on principle, claiming to fight
it, but causing it to get worse and worse and worse.

I suggested three causes for this apparent paradox. One was
misunderstanding of the phenomenon of unemployment and the
belief that it could be eliminated almost entirely simply by
expanding demand by deficit financing, i.e., creating more
purchasing power than the growth in resources warranted, which
is bound to create inflationary pressures. The second was the
belief that a high rate of growth could be assured simply by this
same expedient of expanding domestic demand. The third was the
desire to increase spending on the social services regardless of the
resources available. :

My speech in Preston last September was devoted to the fivst
of these three motives, the belief that full employment, very full
cmployment, could be guaranteed by the government through




the simple expedient of expanding domestic demand, irrespective
of all other factors, including wage-levels, productivity, mobility
of labour, willingness to take the kind of jobs going, willingness
to move to new jobs, the profitability of industry, the state of
world trade, the efficiency of the economy and all its parts, our
compctitiveness at home and abroad. ,

I argued that the idea of making up deficiencies in demand by
government deficit-financing, or printing money, as it is called
colloquially, is at best for use only in exceptional circumstances
and that its use as a cure-all is bound to be self-defeating.
Constant use of the inflation drug inevitably weakens the economy,
slows down growth, damages the social services, and finally
brings about growing unemployment, the very unemployment it
was designed to minimise,

I argued at the time that the steps needed to cure inflation
would entail some additional unemployment. I added that failure
to take these steps in time would not avert unemployment but, on
the contrary, would lead to still worse unemployment later on,
perhaps without curing the inflation either, 'I'his growth in
unemployment, I emphasised, was not a prescription buta prediction.

At the time, some people seemed unwilling to make the effort
to understand what I and others who long before me had '
expressed the same views were saying, We who are dubbed
“monetarist’ by those who disagree with us do not argue that
unemployment would lower or hold down wage levels, or that
even if it did so it would be desirable. We do not argue that it is
full employment per s¢ which causes inflation; we do argue that it
is the means adopted by successive governments to achieve a high
level of employment which are the cause of inflation. Instead of
dealing with ti,lc real obstacles to fuller employment which are
often very specific, governments try the panacea, the universal
healer, excess demand. For a short time it works, But then, as
shortages emerge — materials, skilled labour, labour generally,
finished goods — prices and imports begin to rise. We have seen
it so often.

1 argued last year that inflation cannot maintain high levels
of employment in any but the shortest term, and that in the
longer term, to keep up employment by means of créating excess
demand, you need larger and larger doses of the drug, accelerating
inflation, In a sense, the argument has since been overtaken by
events, With inflation at some 25 per cent per annum and
unemployment rising, the price in terms of inflation of trying to
use the deficit-finance method of maintaining full employment
now daunts all but the most rabid inflationeers.

Some people suggested that I was offering monetary restraint
as a cure-all, much as the inflationeers proposed more demand.
Nothing could be further from the truth, On the contrary, I
argued explicitly:
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The monetarist thesis has been caricatured as implying that if we

get the flow of money spending right, everything will be right,

This is not — repeat, not — my helief, What X believe is that if

we get the money supply wrong, too high or teo low, nothing

will come right. Monetary control is a pre-essential for everything

else we need and want to doj an opportunity to tackle the real

problems: labour shortage in one place, unemployed in another;

exaggerated expectations; inefficiencies, frictions and distortions;

hard-core unemployment; the hundreds of thousands who need

training or retraining or persuading to move if they are to have

steady, satisfactory jobs; unstable world prices, There is no

magic cure for these problems; we have to cope with thein as

best we can.® ) -

In economics there is not and cannot be one cure. Economicsis a
matter of balance. You must simply deal with one obstacle
after another. If the money supply is right, we still have all the
other problems to deal with. But if you have too much demand,
or too little, nothing else will come right,

. At the time, my speech was given coverage at length and was
reproduced in full in The Times.* So one might have hoped that
Socialist politicians would at least have read it first, before
reacting. But no. They responded vitriolically, keen to think the
worst, Mr, Healey, Michael Foot, Harold Wilson, not only
attacked my views, rejecting the analysis, the prediction and the
policy implications, but also accused me of wanting unemployment,
when they should have known hetter,

Mr. Healey said that I had given: ‘A disastrous prescription
for a social breakdown on a scale unknown in this country’. He
went on to say of me:

We can thank him at least for making the election issue clear.

The British people are asked 1o vote either for a slump and class

conflict on an unprecedented scale or for national unity in the

fight for full employment and justice.t

Mr. Foot accused me of

making a most insidious assault on the full employment theories

so widely accepted since 1945, These theories and that

commitment, however ineptly and fitfully applied on occasions,

have been an incalculable boon to the Western world and

especially to us here in Britain. It will take more than Sir Keith's

brilliant but twisted logic to convince us that docirines so

beneficial should be cast aside in the present panic.®

Turther, Mr. Foot, in an interview with The Times, called my
speech ‘misleading’ and liable to cause unemployment if put into
practice, IHe said that I had seriously erred in the analysis of the
unemployed, on which my monetary theory for combating
inflation was based.?

I had argued that a high proportion of those on the register at
any one time are short-term unemployed, many of them in the
process of changing jobs. T had referred to the Ministry’s official
degcription of ‘the somewhat unenthusiastic attitude to work’ of
some unemployed, as well as to those who beeause of some factor
of age, personality or physical or mental health find it difficult to
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hold down permanent employment. I had pointed out that there
are, by the Minisiry’s own explanation, about three times as
many vacancies as those notified to Exchanges which are the
only ones they publish. If then, I argued, you take into account
that only a proportion of the registered unemployed are fit,
willing and available for work and have been out of work for
more than four weeks and if the jobs available are in fact three
times or so more numerous than those vacancies registered and
published, then the actual unemployment of the kind which
depends on the state of the economy as a whole is only a fraction
of the total crude figures,® '

I stressed a year ago as I have stressed ever since that we
should not be content with this state of affairs, but should try to
improve employment services, re-training, mobility of labour,
rehabilitation, reform of housing policy. It is by tackling these
difficult factors that we can make it possible to achieve lower
levels of unemployment in good times and in bad.

But Mr. Foot accused me of ‘complete misuse of the figures’,
And similar attacks were made on the analysis by Labour
leaders and even by some Conservatives.

In a television debate with Mr, Foot I warned him that his
pledge that a Labour government would increase demand to
reduce the then unemployment would result not only in worse
inflation but in him presiding over record levels of post-war
unemployment, He said in effect that I was talking rubbish.

He reiterated his Government’s commitment to full employment
policies — last winter’s snows ~ adding that my analysis that
inflation must be cured, evén at the temporary cost of an
increased number of men out of work, made ‘no appeal whatsoever’
to the Cabinet. What does he say now?

All that was in September 1974, 4 month before the General
Election. What has happened since then? Let us test predictions
against events and the words of Socialist politicians against what
they have done and what they have subsequently said. ,

In the first place, as you know, unemployment has been rising
substantially. The crude figures haye risen quite a lot, and so,
therefore, have the net figures. However you interpret the crude
figures, one thing is clear beyond dispute: the trend of
unemployment is upward, sharply upward, -

I point this out, not to say ‘I told you so’ but to trace Labour’s
reaction to this. The Wilson Government had to explain it; how
do they explain it? They are now saying what 1 said a year ago
and they then denounced:

Inflation increases unemployment; . . . means industrial’
collapse and national bankruptcy . . . firms closing down because
soaring costs would make it impossible for them to sutvive . . .
jobs lost on a terrifying scale, not only for a few months, but

for ever . . . loss of confidence in the'pound . . . the attack on
inflation is the essential way to check the rise in unemployment
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and to avert the threat of millions indefinitely out of work, and

young people unable to start their working lives . . .®

1 am quoting from a recent government publication sent to
every home, with Mr. Wilson’s picture and facsimile signature on
the cover, 1 am not discussing the measures pioposed; as you
know, I am critical of them, and of swollen government spending,
T am simply drawing your attention to the diagnosis, to what the
government is now saying about the relationship between
inflation and unemployment,

Not long ago, when we were in office, Labour blamed us for
the unemployment and demanded immediate reflation, a
euphemism for inflationary deficit financing; spoke as though we
could abolish unemployment by an act of will, and as though we
refrained from doing so simply out of ill-will towards working
people.18 Now they are resisting similar calls from the trade unions,
and rightly so. Even a year ago, when I argued that inflationary
deficit financing was not a cure for unemployment in our days
but a cause, I was attacked by Labour leaders. I rejoice in their
greater wisdom now that they are in government; I hope that
It will survive our return to office. I cannot be sure that this will
happen, since theit present sudden access of understanding cannot-
be separated from the fact that they have to explain to their own
followers why unemployment and unemployment figures have
risen so substantially since last October.

In this context, the difference between what Mr. Foot said last
September and what his Ministry has since said is instructive. [
refer you to the May 1975 issue of the Department of Employment
News, the Department’s internal newspaper. In a front-page
article, under the title “What unemployment figures really mear’,
and a very good question too, it argues that:

It is important to realise what unemployment figures really

meail. And there is one basic fact about them that many people

probably fail to realise.

Totally wrong

The idea that the unemployed are a fixed “pool” of people is

totally wrong, Very large numbers of people come and go onto

the register of the uncmployed cvery month, :

About 300,000 adult-people join or re-join the register every

month and about the same number leave it, usually because

they have found new johs; though, of course, sone of those who

stay on the register are there for a considerable time. ‘

Recent years

The time spent on the register ranges from less than one day to

well over two years, but the average length of a completed spell

on t&e register in recent years has been between six and ten

weeks, ’

And a large number of people who are registered as

unemployed for long periods are over 60. .

The article rightly warns readers to bear these facts in mind
when unemployment figures are being talked about, I hope its
authors have drawn the attention of their Minister, Mr. Foot, to
the article. Does he accept it? We deserve an answer.
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Tor some time, the Socialists have accused us of hard-heartedness,
of wanting unemployment as a solution for inflation, Their actions
no less than their words have come part of the way towards
belying these accusations, For if only ill-will of ravenous Tories
were the cause of unemployment, and if governments could reduce
it by simple decisions and acts, would the Labour government
tolerate the present levels of unemployment for one migment, not
to speak of the levels likely to be reached in the near future?

And just because we Conservatives do not, for the most part,
wear our hearts on our sleeves, this does not mean that we have
any less awareness, sympathy or sense of urgency towards those
who through no fault or shortcoming of their own find their
world shattered by unemployment. There are very many among
the total who are desperately keen to find work but unable to do
50. The older man, be he unskilled or skilled — particularly if his
particular skills become devalued, the foreman and the executive,
are among the worst sufferers, But the fact remains that there are
more of these victims today than at any time since the war, after
18 months of Labour rule at that, precisely because of inflationary
policies undertaken when real unemployment was a good deal
lower than it is today, with the stated aim of lowering it farther,
In other words, it is precisely because clear-headed analysis was
rejected as ‘hard hearted’, ‘wanting unemployment’, and ail the
other epithets wielded by Wilson, Foot, Healey ¢f ¢l that increasing
numbers of people are undergoing these tragic experiences ‘
through no fault of their own.

The Labour leaders owe it to us, to themselves and to the British
people to draw conclusions from this sad continuing story, The
first conclusion is that there are limits to what government can
do, however good their intentions, in the way of ensuring jobs,
living standards and other benefits. The limits are set not only by
the overall effects of government policies including the side-cffects
of many policies not immediately directed to employment, but
also by world conditions, and by how millions of individuals and
groups such as irade unions behave, '

Mr. Wilson’s broadsheet to the nation goes some way towards
recognising this. He argues that if workers insist on demanding
more than a reasonable wage under the circumstances, they may
price themselves or their fellow workers out of jobs.

There is litile any government can do to prevent this, unless it
can bring the facts home by word and deed. That is the point.
For 25 years or more, we deluded ourselves into believing that
governments could prevent excessive wage settlements destroying
Jobs. We were urged to believe that we could do this simply by
increasing demand, by printing money, Mr, Wilson has now
explicitly recognised that this is not so. Mr. Healey has implicitly
recognised it by his policies. Mr. Benn refuses to admit it at all,
My, Foot’s position is not yet clear,
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"This should no longer be an issue of contention between the
parties, Nor need it be an issue inside the parties. We have had
our own problems on this subject inside the Conservative Party, and
should not be too coy to admit it, T hope that those who disagree
with what 1 am saying will explain their reasoning as thoroughly
as I have tried to explain mine.

Both parties, all parties, must set out from the sad fact that
unemployment is getting worse as a result of mistakes made by
governments, In the past 18 months the present government has
done more than any, I fear, to undermine business confidence
and throtile the small and medium businesses which play such

- an important part in providing employment, But to save

employment we must restore business profitability, not try to cure
effects while leaving causes untouched. .

When we were in office, Labour ¢lamour at a time of lower
unemployment than now contributed to pushing us into
reflationary, measures which set the inflationary spiral off. Lahour
may have gained some short-term political advantage by their
tactics, but their statements and attitudes then are boomeranging on
them now. We Conservatives are in no mood to gloat over
Labour’s difficulties or seek short-term party advantage from them.
That kind of behaviour is self-defeating in the longer term, when
promises or implied promises fall due for redemption. Moreover,
the electorate, the British public, is one of the most mature in the
world, blessed with commonsense and observation,

The public know that there are many jobs going, unfilled
vacancies, hundreds of thousands of them, all over the country, in
hospitals, public irangport, factories, shipyards, public utilities, for
skilled, unskilled and semi-skilled workers. The public knows that
there are problems in changing jobs, taking a job at lower pay than
your last, which may not pay so much more net than a family
gets when the breadwinner is unemployed, problems in moving,
travelling, in lowering your sights for the time being.

'The public wants the government to do its best to iron out what
problems it can, and provide a framework within which people
can help themselves. But it also knows that there are scroungers,
unemployables, and people who will not make their share of the
effort, who expect the government or their fellow men to do
everything for them. They are relatively few, but they cannot be
ignored; there is no point in our pretending they do not exist.

It is not a question of passing moral judgement on any section
of the unemployed, but that we should take all known facts into
account when we come to interpret unemployment statistics and
decide economic policies relating to them,

Inso far as the government resists pressures to reflate we shall
not exploit their difficulties and do to them as they did to us but,
on the contrary, put forward the same arguments as we should
do were we in office. This is what I mean by political responsibility
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and putting the national interests first. Of course, we shall
continue to point out that growly excessive government
expenditure is the main cause of inflation, Government spokesmen
now argue that to cut government expenditure would cause
increased unemployment. That is their old fallacious argument,
that increased demand is the cure of unemployment, in disguise,
For we now agree that inflation, far from curing unemployment,
only makes it worse in due course. And inflation causéd by high
government expenditure, on whatever object, has exactly the sgme
cffect. And money spent on keeping useless jobs, i.e., hidden '
unemployment, is a particularly wasteful way. There is no logic, no
logic at all, in Mr. Wilson excluding inflationary government
expenditure from his condemnation of inflation for destroying

jobs and pricing us out of world markets. You cannot have it

both ways, The government must re-think its position on public
spending quite soon, just as it has gone some way in re-thinking
and persuading a number of trades union leaders that inflation
destroys jobs as well as destroying savings, expectations, plans

and a stable society.

This re-appraisal of public spending will need strong nerves,
stronger nerves than this government has shown hitherto. But
unless Ministers start culting public expenditure now they will be
creating intractable problems for themselves, for the country and
for their successors in the near future, For when the upturn in
world trade which the Chancellor and the Prime Minister so
cagerly await begins and our import prices start to rise again,
and our industry starts to rebuild stocks, as it must, and to
increase investment, as everyone wants, how will we find the
extra resources to meet all these calls when we are already
overspending our income by billions of borrowed pounds a year?
There is only one way, The Chancellor must make room for the
extra spending needed then by cutting public expenditure now.
If he does not, there will be a repetition of the rocketing inflation
and subsequent unemployment of these last years. But this time
it will not be on a base of g per cent and about 8co,000
registered-unemployed as it was in 197172, but on a base
that may well be as high as 15-20 per cent inflation and the
substantially higher unemployment we are likely to have if
present developments are any guide,

The Chancellor knows well that while some public spending
cuts can be applied quickly, others take time to come into effect;
the time-lags are dectsive. If he wants to make room for the upturn
he so ofien talks about, he and his colleagues will have to make
decisions soon. And, if they are to he effective, the decisions will
need to be based on far more realistic estimates than Mr, Healey
has been preseniing as the basis for his decisions so far, For
example, in Mr. Healey’s first budget he predicted that the
1974/75 borrowing requirement would be two and three quarter
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billion pounds. It furned out to be seven and a half biilion, In

his fourth budget he predicted that the 1975/76 borrowing
requirement would be nine billion. We said that would be nearer’
twelve — and it looks as if we shall be correct, I fear.

Unless Mr. Healey and his colleagues get public spending
under control now, the upturn will be the prelude to much
worse inflation which will in turn generate far worse uneniployment
than we are experiencing now, Cuiting public spending will %e
all the more difficult now that we are suffering from
inflation-made unemployment and because of the attitude to
public spending that Labour has preached over the years, but
do it they must, -

In a sense, Autumn 1975 is a turning point because it is a
learnirig point. There is now wider awareness that there are limits
to what governments can do, at least in the direction of good.
And if governments overstep these limits, whatever their
intentions, they will do harm; they are liable to produce the
opposite of what they intended, A year ago, when, I argued
this here, I was denounced as “monetarist’, a ‘self.confessed
monetarist’, as the Guardian put it, and accused of wanting
unemployment. Today, Mr, Wilson and Mr, Healey have come
closer to my views to judge by their deeds, their words and, not
least, by their silences, We are all monetarists now, except for a
few die-hard inflationeers who cannot learn from experience or
admit mistakes; so the word can vanish from our vocabulary,

Let us agree that however much we may disagree on methods
we are equally committed to the high level of employment agreed
in the wartime White Paper,1! Let us criticise policies and their
results, by all means, but not impute bad intentions, the desire
to see unemployment and suffering.

For our recent history should serve as a reminder that even

“with the best of intentions we can go sadly astray. There is no

absolute guarantee that any government will not do so again.
But fair debate and open minded consideration of opposing or
novel views is among the best guarantees we have, That must be
the moral of my speech here last year, and its aftermath.

Preston
24 September 1975
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THE QUEST FOR COMMON GROUND

Wax 1 argued at Blackpool against our party’s costly obsession
with the middle ground in recent years, some commentators asked
whether the common ground I proposed was not simply the
middle ground with a different guise. My short answer is that
middle ground and common ground are not only different, but
in some senses diametrically opposite in these days of left-wing
orientation. I seck today to amplify this view,

I shall argue that while the middle ground is a compromise
between politicians, unrelated to the aspirations of the people, the
common ground is common ground with the people and their
aspirations, I shall argue further that the middle ground is a
guarantee these days of a left-wing ratchet, and that the common
ground alone can provide the stable expectations that people of
all sorts and all organisations long for.

For it is common ground at least that things are in a bad way
in this country. The economy is in crisis, a deeper crisis than most
people realise, The unspoken consensus which makes society work
1s severely eroded. The rule of law is seriously attenuated from
both ends by vested interests which use force and intimidation to
gain their purposes: and by an ever more powerful and insolent
executive. Crime and vandalism have increased to an alarming
extent,! A

We spend more than ever before on education and health, but
with results which can please only the most blinkered. We spend
more on welfare, without achieving well being, while creating
dangerous levels of dependency,?

The quality of life, the quality of workmanship, the sense of
purpose, the level of debate, of mutual tolerance, have all
declined. The emigration of talent and initiative, whose longer
term implications are even more serious than is recognised, is a
reflection of decper, and not only economic, discontents. They
vote with their feet against egalitarianism and the shabbiness of
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socialism. For every emigrant of talent and ambition from all
classes of the population, skilled workers, technicians and
managers as well as scientists, doctors and entrepreneurs, there
are many times that number who consider leaving® and in the
meantime partly withdraw in bitter resignation, internal émigrés, as
they are called in the Communist world.

Our international standing, so high at the end of the Second
World War, is seriously undermined hoth by economit weakness
and a lowering of resolve to maintain the levels of defence
preparedness, material and moral, commensurate with great-power
status. That the malaise and poor performance exists, is, as I say,
common ground, however wide the disagreement may range over
causes and remedies, So is realisation that economic and other
shortcomings are inextricably inter-related. I think it should be
clear to most of us that these evils and shortcomings did not
begin last year, or in 1970, or even ten years ago. No, the process
began further back, but has become increasingly visible because
its effects are cumulative,

As T look back, and endeavour to distinguish between cause and
effect, between ills and their symptoms, I am struck by two salient
features. One is the declining rationality both in our society’s
workings and in policy-making and discussions, the other is our own
party’s obsession with the middle ground in politics, to which we
clung all the closer the more obviously untenable it became, -

You will note that I place our other ills; excessive government
usurpation of power and resources, unsuccessful economic
palicies, union obstruction of economic progress, nihilistic
lefi-wing influence over thought and education, on lower rungs
in the hierarchy of cauge and effect. I shall explain why later in
this talk. But first let me stress; our obsession with the middle
ground has been the key, for it decided not only what we did and
refrained from doing, but also to an increasing extent what we
said and refrained from saying, indeed what we thought and
refrained from thinking, ,

In retrospect, it is clear that the middle ground was not a
secure base, but a slippery slope to socialism and state control,
whose present results even socialists now disown, Of course, we
did not see it that way at the time. The middle ground gambit
was accepted by us, the vast majority of us, as the apex of
political sophistication, By locating and holding the middle
ground, we were enjoined to believe, we should be guaranieed
power in perpetuity. And if, by any mischance, we should lose
office briefly, this would only be because Labour had been even
more finely discriminating in locating the middle ground and
more self-denyingly skilful in seizing it: hence, we thought, they
could be relied on to act moderately,*

Events have patently not followed this scenario, nor was there
any real chance of it working. ’ :
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For the middle ground was not rooted in the way of life,
thought and work of the British people, not related to any vision
of society, or attitude of mind, or philosophy of political action. It
was simply the lowest common denominator obtained from a
calculus of assumed electoral expediency, defined not by reference
to popular feeling but by splitting the difference between Labour’s
position and the Conservatives! But Labour’s position, as we
know, is itself arrived at by splitting the difference between their
left and their centre. So, the middle ground, at any given time,
was fixed in relation to the Labour left and the Conservative
;:cfr;trc. In other words, it was dictated by the extremists of the

CIt.

Now since the left-wing always takes the stafus quo as its point
of departure, it follows that the more the middle ground moved to
the left, the further the left pitched their own demands, so the
middle ground would shift yet once more. First the Labour party
and unions would move left under pressure from their exiremnes.
"Then the Conservatives in turn would edge along towards them.
to remain on the mystical middie.

Nor was the Labour party centre necessarily the reluctant victim
of its own extremists. Though we tend to divide labour into
extremists and moderates, we may well ask whether ‘moderate
socialism’ is not a contradiction in terms, and whether we should
not be better served by one of the Sacialists’ own pairs of
antitheses: maximalisis and minimalists. In other words, the

. difference is less one of objectives than of speed and tactics,

Had we been more resolute in opposing the Ieftward drift, the
Labour centre would not have been so easily moved lefiwards. As
things worked out, with the socialists of nearly all shades
committed to moving towards their promised land at whatever
rate seemed practicable, while we Conservatives were basically
reconciled to the status quo as of that moment, it was inevitable
that the party pendulum should be replaced by the ratchet, When
the Socialists were in power they moved it forward as fast as they
considered politic; when we werein office, we either kept things
as they were, or let them move on under their own momentunz,
¢.g., the Price Code and Industry Act. .

This built-in political list to the left was strongly reinforced by
the actual workings of post-war socialism. Paradoxically,
socialism advanced thanks to its own failures, not by successes,
‘The post-war settlement, sketched out in the war-time coalition
and realised by Attlee as the mixed economy, promised great
benefits while simultaneously, as I shall explain, making them
impossible to fulfil, This is partly what I meant by a declining
level of rationality. It dates back, I think to the euphoria of
war-time victory which generated the belief that governments
were. all-powerful, that with good will governments could repeal
the laws of economics, The belief was epitomised by the late
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Hugh Dalton’s claim that ‘pounds, shillings and pence no longer
matter,’ 8

The Socialists made great play of their claim that planning
would be superior to the apparent chaos of the market economy,

that government would take a broader, longer more comprehensive

view. But in practice, increasing government power and
ownership exercised by politicians and bureauctats came to mean
the increasing subordination of economic considerations to
political expediency, the long-term to the short-term, the
comprehensive to the particular interest. .

Nationalization was advocated, in the first place, on a number
of disparate and mutually contradictory grounds. One was that
profits should go to the people instead of to the shareholders,
envisaged as the idle rich. But this generalized objective conflicted
with the shorter-term particulalist interest of the powerful unions
in contracting branches of the economy. So the real thrust of
nationalization was devoted to the interests of producers rather
than consumers,

The public sector, including central and local government, and
more accurately named the state-sector, or wealth-eating sector;
was bound to spread like bindweed at the expense of the non—st;'ttc
sector, the wealth-creating sector, strangling and threatening to
destroy what it grew upon. It took up a disproportionate share of
investment capital, scientists, and technologists, starving the
private firms on which we depend for wealth and exports, It
employed many more workers than needed, leaving
labour-shortages in other parts of the economy and infecting
many segments of the private sector with its’tendency to overman,
It paid above the odds in terms of productivity, at taxpayers’
expense, thereby forcing up wages and expectations in the private
sector. This impinged partly on prices, partly on profitability. The
duty imposed on itself by the staie to maintain full employment
was partly fulfilled by subsidizing inefficiency and technological
obsolescence — whether generated by unions” refusal to come to
terms with labour-saving investment, or by any other cause. The
infection spread from the state sector to segment after segment
throughout the economy.

Declining profits, unwillingness of unions to accept labour-saving
technology, patchy management-quality, and the unpredictability
and apprechensions generated by capricious and changeable
government intervention, all undermined the level of investment,
This, in turn, stunted economic growth, the creation of new well-paid
employment and the higher’incomes and state spending needed
to meet the very high expectations which we politicians had
created with our usual mixture of good intentions and political
calculation. T '

_ This sluggishness in growth and employment set up interlocking
vicious circles. Governments were naturally concerned so they

22

sought ways of stimulating investment, growth and

employment. But we were inhibited from looking into the true
causes of this sluggishness: the excessive state expenditure, the
nature of nationalization and job-subsidization, decreasing returns
to exaggerated expectations. The socialists were inhibited because it
was their creation. We were inhibited because we had accepted
these policies as the middle ground, so that to criticise them.

would be regarded as ‘immoderate’, ‘right-wing’, ‘breaking the
coﬁsensus’, ‘trying to turn the clock back’, in short unthinkable,
taboo,

So,instead of remedying the causes, we tried to suppress symptoms,
As you know, it became fashionable to argue that if only we
raised effective demand by government expenditure-and money
creation, growth and fuller employment could be achieved.® And,
as you know, this fallacy was sanctified in the name of Maynard
Keynes, on the basis of his prescriptions for the rggos. More
percipient souls who pointed out that you cannot create wealth by
printing money were derided as ‘monetarists’, and accused of
desiring unemployment and stagnation.

The pseudo-Keynesians believed, some still believe in face of
logic and experience alike, that they could prevent their
inflationary policies creating inflation simply by suppressing
symptoms through demand management, and wage and price
controls..

Predictably, inflationary demand fogether with all the
distortions created by suppressed inflation and arbitrary
demand-management generated ‘go-stop’, stagflation and our
present super-inflationary recession; with still worse to come if we
do not change our-ways. =

But inflation and high taxation, and economic weakness did
not prevent governments increasing public spending, which could
only be financed by borrowing, since the limits of taxable
capacity, private and corporate, had already been passed,

Our ills were compounded by-a muddled attitude towards
employment, which we think of mainly in terms of unemployment,

Privately, the more reasonable socialists have been willing to
admit that the ways of presenting statistics overstate the real
availability of labour and understate the vacancies, Privately, they
would admit that a considerable proportion of the residual
longer-term unemployed are social problems rather than economic
ones, and that encouragement of mobility of labour, changed '
housing policies, changed benefit provisions — and not the
creation of additional monetary demand — are the real answer,
But understandably few of them wished to be the first to break the
consensus & _fortiori, so long as we shirked doing so.

Some socialists, the less reasonable, have for the past 20 years
simultaneously claimed that there was high unemployment, and
hence demanded subsidization of jobs and inflationary demand
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creation to remedy it on the one hand, while adducing the actual
labour shortage created by over-manning and reduced mobility
of labour as justification for immigration on the other,

I have traced the self-defeating nature of middle ground
politics in a period of socialist orientation in magcro-economic and
industrial policy. It worked in much the same way in other
flelds: for example, housing and education.

Housing is an area where government intervention<to cure
symptoms has been conventional wisdom for decades. Rent
control, the borough bulldozer, and council housing became
established and sanctified as part of the middle: ground consensus,
But, of course, rent control, demolition, and council housing were -
bound fo make the housing situation worse, destroying whatever
relatively low cost housing remained, intensifying homelessness
and high housing costs, increasing the numbers of those who
looked to the state for help. But the deteriorating situation thus
caused has been used as a reason for intensifying the very
expedients which created it, so rent control, council housing and
now security of tenure, have been extended still further;”
predictably increasing the very shortages and high costs which
were adduced in their justification. That the counter-productive
effects of rent controls visibly caused homelessness were
exemplified by Mr. Crosland’s cynical action last year based
exclusively on short-term political gain. Yet we were dragged
along in his wake by our middle-ground ohsession,

There are other social and moral dimensjons of council housing
which have wrought harm to the social fabric, I shall return to
them on another occasion, s

Needless to say, by increasing the numbers of council tenants
and protected tenants we increased the weight of political -
pressures for anti-economic policies. So the gap between controlled
and economic rents grew, and the subsidy element in council
rents increased, putting economic solutions further away and
creating increased pressures for yet more council housing and
further extension OF controls, This illustrates once more the
~ self-defeating character of the middle ground approach.

These developments are causally related to the deterioration in
out defence provisions, law and order, personal safety, levels of
of behaviour, freedom from fear., Over-government has produced
under-government. So many resources are wasted, there are
insufficient left to meet government’s basic obligations,

As T have explained we were constrained by our middle ground

mentality not only to follow policies which I now see with
hindsight were bound to create the situation we today find
ourselves in, but also to argue in justification of them, or at least
hot argue against them. Yet the further we were driven along our
rake’s progress, and the more our middle ground strategy swept
us down towards the abyss, the greater the corresponding gap
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between the remedies we were obliged to justify on the one hand,
and the realities of the situation on the other, Hence, almost any
economic or social analysis based on cause and effect came to be
at odds with our middle ground policies and was denounced as
doctrinaire,

So while many socialists argue, with varying degrees of inner
conviction, that this is a crisis of capitalism to which the solution
is socialism,® we remained stranded on the middle ground, the
unworkable stalus quo of our own making. Instead of seeking
firmer ground, we have insisted against our own instincts that we -
should somehow find a way of making the status quo work, and
ruled out the search for workable alternatives.

So, our credibility and inner conviction have been eroded,
while the ratchet moved on by default,

In short, the middle ground turned out to be like the

 will-o’-the-wisp, the light which flickers over marshlands by night-

beguiling the weary traveller; as he moves towards it, the currents
of air he sets up by his movement send it dancing away from him,
and he goes on following, stumbling deeper and deeper into the
mire, .

"To sum up what I have said so far, the middle ground moved
continually to the left by its own internal dynamic, It.created not
prosperity but crisis. Far from saving the private sector, it has
gone a long way towards destroying it, Far from achieving social
harmony and strengthening the centre, it has created resentments
and conflict, has moved the centre of gravity of the whole labour
movement to the left, strengthening the lefi-wing, the
irreconcilables, the revolutionaries. Because we Clonservatives
became identified with the shifting middle ground, we were
inhibited from fighting a vigorous battle of ideas; we became
identified with an unworkable status quo; we therefore allowed the
crisis of British socialism to be presented as the crisis of
capitalism by default.

We were motivated by the desire to maintain stability at all
costs, But stability can be won only by riding the waves, not by
drifting with them. Stability entails controlling events, not
surrendering to them. So by sacrificing our ideas, our instincts,
our better judgement, to the quest for stability, we ended by
sacrificing stabilily to convenience,

And the pity of it all is that the middle ground consensus
stereotype did not even represent what a majority of people really
thought at all. The middle ground is only middle as between
politicians: it is an ephemeral political comproemise, It has no
link with achieving the aspirations of the people. The people were
far closer to Clonservative instincts on many issues. But because
we ceased to fight the battle of ideas, and told the public instead
what we thought they wanted to hear, we tended fo hear what we
were saying, rather than what they were saying. In the absence of
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our dialogue with the people based on what all concerned really
believed, our picture of the middle ground consensus all too casily
became what the communications media were saying, rather than
what the public felt. Its location came to be determined by
reference to the Observer, Guardian, The Times and Granada TV.
The quality media in turn, played back what they heard from us,
so the spiral fed on itself, destroying our own freedom of
manoeuvre, ¢

So where do we go from here? In the first place, we must
analyse frankly the devclopments of the whole post-war settlement,
as it grinds into a dead end. There is a difference between
policy-making and analysis. Our policies, whether we are in
opposition or government, must rightly be constrained by public
feelings, by current views, But our analysis and presentation of
the problems, and our advocacy of all policy options must tell the
public the truth as we see it, not what we think they wish fo hear,
Analysis should be in advance of policies, for whereas policies
must be circumscribed by what is politically possible at any given
moment, what is politically possible is in turn determined over
time by the climate of opinion among other factors,

The climate of opinion, in turn, is shaped by the battle of
ideas and by experience. If socialists, irrespective of their place in
the spectrum, press their views vigorously, while we defer to what
we believe to be the middle ground consensus, we lose the
opportunity to achieve a more congenial climate for what will need
doing in the future.

1 agree that the climate is also shaped by events, by
experience no less than by ideas. This is trie, but not the whole
truth. For people experience events from a particular angle, and
see them to some extent indirecily, through the prism of their
viewpoint, which is shaped by opinion formers, who include
politicians, communications media and teachers. Almost any
event is susceptible to disparate explanations, often to wholly
contradictory ones. So the truest case needs active arguing at
every opportunity in every dimension if experience is to teach the
right lessons.

Clearly, our views on policy differ substantially from those of
socialists. But our withdrawal from the middle ground does not mean
polarisation, violent pendulum swings in economic policy as is
claimed by ‘middle ground men’ among Conservatives, particularly
those who believe that proportional representation culminating in
a coalition will bring social and economic salvation. Indeed, there
are goad reasons for believing that proportional representation
would be more likely to increase instability rather than diminish
it, though I shall not go further into that matter here,

In this context, what counts is that whatever the electoral
system employed, bagically there is not sufficient common ground:
between the parties to make coalition possible. Indeed, for the
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two-party system, or any party system offering real and continual
choice, to work at all there needs to be a substantial measure of
common ground between the parties. If there is insuflicient
common ground between them, the two party system becomes
increasingly unworkable. Not only do the partics have such
different purposes that the actions of one party can make
permaneéntly unattainable the purposes of the other, but the total
lack of continuity and predictability paralyses decision making by
individuals, families, enterprises, charitics and so forth ,who are
denied the stable expectations needed if they are to function
effectively.

1 suggest that in recent years, the measure of common ground
between the parties has been eroded dangerously, mainly because
of the leftward lurch of the cenire of gravity of the Labour
movement, which came about as I have argued, as a result of our
middle ground fixation. In consequence, it has become increasingly
difficult to make the two party system work, We urgently need to
restore this measure of common ground. Without it many of our
democratic constitutional and economic aspirations are at risk. So
long as we have still to achieve this measure of common ground,
it is idle to talk about coalition, which needs a far wider measure
of common ground to make it workable. But if we had sufficiently
wide common ground to make our party system, our constitutional
and legal and economic arrangements work adequately, then
hankering for a coalition government would cease anyway.

Now from what I have said earlier it follows that our
Clonservative obsession with the middle ground shares responsibility
for the erosion of the common ground between the parties. How
are we to restore it? First, we must make it clear where we stand.
I distinpguish here between the descending hierarchies: values,
aspiration, understanding, policies. I also distinguish between
votets and party supporters on the one hand, and those who set
the tone of a party in Parliament, unions and the country, on the
other. I distinguish between politicians proper, be they MPs or -
union Ieaders, and the many people associated with parties —
academics, journalists, writers, managers, professional men and
other groups and circles wha, though they have a party
orientation, regard the party as a means to an end and are
prepared to judge policies by resulis, not just by their authorship.

Let me begin with the people’s values and aspirations. Our task
is to articulate them, to compare them with present realities and
possibilities and to bring out the implications for policy,
Aspirations, however, desirable, may conflict one with another. If
you make welfare more freely available and less selective,
exercising the instinct of compassion, how does that impinge on
taxes levied on the many, the readiness to work of the few, the
public mood, the level of responsibility, the scope for prosperity?
The aspiration that all should be well housed is wholly admirable.
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But does it follow that rent conirol and security of tenure will
help achieve the objective? We all favour economic growth,
steady prices, a predictable framework within which people
can plan their lives and their work. When we oppose the
extension of state control, it is because experience has
demonstrated that far from achieving greater stability it is a
de-stabilising factor. .
There has been a shift, true, in what was expecteci from
government, Until recently, government was expected to confine
its rale to seiting the framework within which people would be
free to pursue their own mixture of self-interest and altraism, with
a safety net for the failures from whatever cause, Within this
framework people would make their decisions, great and small, .
and take the consequences, confident that the rug would not be
pulled from under their feet, and that if government had any role
at all, it would be a stabilizing one, The second World War
brought about a swing of the pendulum in which it came to be
believed that government could do almost everything for
everybody without infringing freedom or opportunity. Party
competition to offer ‘more to everybody® bid up this process. We
ignored the interaction between these two conflicting roles of
government: the regulatory function and the pseudo-
entrepreneurial, the job of holding the ring, and participation,
But 1 think public opinion has already grown wise, or at least
wiser, to the limits of what government can do for people, to the .
decreasing returns and counter-productive nature of government
provision and intervention beyond a certain point. The public, I
believe, would welcome a return to the coriception of government
not as the all-powerful managers of our lives, but as the framework
within which we run our own lives.
1 1 repeat that in contrast to the middle ground, which is a

compromise between politicians and between policies, the
common ground is what can'be shared by politicians with the
people. We share more values and aspirations with the people,
however they vote, than we share understanding and policies,
“The difference is particularly wide at present.

We all read and see the same news, so it follows too that we
have more in common with the people in our shared picture of
the factual position than in our analysis of the causes and less
still in our conclusions as to what ought to be done.

As to the measure of common ground we can share with
non-conservative politicians, this will vary not only according to
their place in the perceived. political spectrum, though labels are
often too simplistic, but also to their degree of commitment to
party and creed. It is not our job to seek common ground with
one particular group in the Labour movement, but to explore
what common ground exigts between us and any groups in the
movement and its supporters. We should beware of accepting any
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simple dichotomy of ‘right-left’, ‘moderate-extreme’, but should
treat socialisis as we find them,®

It should be easier to explore common ground now that the
crisis is shaking the cocksureness of many Labour supporters, who
— among others — had accepted much of the post war settlement
as the natural and frreversible order of things, We seek {o persuade
large numbers of them that insofar as our objectives are the same as
theirs, our understanding and policies, though diflerent from
theirs, deserve not only open-minded consideration, since
socialists are patently not infallible, but a measure of respect if the
pendulum-swing is not to shake our whole society excessively,

An aspiration shared by nearly all is prosperity, so as prosperity
is a common ground objective, then we should be able to approach
a number of issues with common criteria from a shared standpoint,
Take for exarmple the phenomenon variously known as
overmanning, féather bedding, or euphemistically, make-work,
but which is far more serious and anti-social in the real meaning
of the term, for it is really divorcing work from its social function,
labour’s rights from labour’s duties. :

Tt is absurd and anti-social to claim that men should be kept in
work places — whether at the expense of the employer, or more
usually, of the taxpayers, the national economy, the British
public — going through the motions of working and being paid
for it, when their work is actually making no contribution to the
national wealth-creating process. It may well be destroying
wealth, not creating it, consuming fuel, raw materials, semi-
finished goods, many of them imported, as well as credits and
a heavy wage bill, This holds good whiether the planits arve
obsolete from economic causés or technical causes, or simply
because more workers are kept on than are needed, Overmanning
and make-work cannot be justified in the name of socialism of any
variety, certainly not in the name of Marxist theory, Marx took
as the cornerstone of his economics, as Smith and Ricardo did
before him, the labour theory of value, according to which value
is created by ‘socially necessary labour’.

No socialist economic theories advocate or justify make-work.
The Communist countries have no place for it in their theory.

Make-work, the subsidised employment of labour for its ewn sake
divareed from ils economic function is neither capitalist nor socialist, but
simply opportunist. 1t stems from appeasement, for the sake of
narrow short term party or group political profit, of the most
atavistic and anachronistic trade union instinets thinly disguised
in socialist vationalisation. We have a lot to do in order to
improve the labour mazket, the fit between people and jobs,
labour mobility, These changes have been delayed and sacrificed
to make-work and overmanning, Because over-manning increases
our costs and makes us less competitive, overmanning creates
rather than cures unemployment, Overmanning reduces profita
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and therefore cuts investment and new employment, Overmanning
destroys more jobs than it saves, o '
Here is ari issue on which we and socialists could find common
ground. Now you may object that though my critique is justified
in theory, it will be rejected by the Labour leaders in practice
precisely because they are opportunists, But things are not so |
simple as that. Realities are coming to the aid of realism,
Mr. Wilson’s government is now in such straits that they cannot
afford to hand out subsidies to all and sundry in order to protect
overmanning and to rescue jobs, for the very simple reason that '
the wealth producing base has been eroded to a point where it
cannot maintain an ever-expanding wealth-eating superstructure,
When the state share of the GNP was a third and the private
wealth-producing sector two thirds, the Jatter managed to keep

the former, though the growing weight gradually wore it down, as’

we now sec. Now that the state sector, the wealth consuming
sector is nearly twice as large as the residual private wealth
producing sector, the socialisis are obliged to re-think their whole
strategy, like it or not. Some cry forward, some cry back, but they
cannot stay as they are. :

After all, the Duffy Committee!? has gone most of the way
towards saying this in the context of BLM, much bolder than
many of us might have been: the tide is now on the turn, it is up
to us to take it at the flood. L

If we press, argue, debate this issue, that make-work destroys

" the economy, makes everyone poorer than they would otherwise

be as it spreads like dry rot, we can gain very wide acceptance

" for our view, so. that it will become comimon ground — understood

by the people as essential to prosperity and welcomed by Labour
ministers who have come to their wits’ end to find cash for their
twounded heroes’ as Mr. Wilson now calls them, J

Let me give another example of common understanding in
support of common ground objectives, the inflation funemployment
merry-go-round, Barely a year ago, I was subjected to great
approbrium by soctalist leaders (and not only by socialists} for a
speech at Preston in which I argued that the whole
pseudo-Keynesian conjuring trick by which inflationar demand
creation could apparently maintain perpetual full employment
and growth had visibly collapsed in 1Zna.nkru'pitcy. T also argued that
we had misread the unemployment statistics, exaggerated

labour availability, under-stating vacancies, creating demand for.a -

stage army of unemployed, and that as a result of these

misguided policies, we were creating a real army of unemployed.
I was violently denounced for my speech by Wilson, Benn,

Healey and Foot, accused of distortion, of wanting unemployment

as a weapon against the workers, A few weeks ago on the

speech’s anniversary I took the opportunity {o quote what Mr,

Wilson, Mr, Healey, Mr. Foot had said then, and contrast it with
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what they are saying and doing now, under pressure of events.
Here, too, there is hope for common understanding, because it is
now in the interests of the Labour Government and its supporters
to recognise realities in this field, to stress the real level of '
vacancies, o bring home to all concerned that inflationary
démand policics will not help but actually make things worse.

There is even hope that we can reach common understanding
of the essential need for good profits if we are to secure the
common ground objective of prosperity, Many, though not yet -
enough, of the people understand that job security, good pay,
good working conditions and increased investment all depend on
adequate profit and that, provided this is earned in competition,
the interests of the consumer and of the nation are served.

There are signs that even the government is beginning to move
towards this understanding. But it has someway to go yct, Until
price control is abolished Ieaving prices to competition and

_anti-monopoly legislation, understanding of the need for profit

will remain largely platonic. o ‘
“Yrom what I have said, you will gather that I see the search
for common ground as the elaboration of a mental map we can
honestly share, This is the exact opposite of onortunistic assent
I

to views or expedients with which we are really out of sympathy

- but which we think may win votes. We believe that we can now
“hope to find common ground on overmanning, on investment

criteria, on the indispensable role of profit, by whatever name
‘you care to call it and, above all, the need for a rational approach
to0.economic problems, Given such & measure of common ground,
one neéds no eoalition, since the government of the day can rely
on responsible opposition. Without such a measure of cornmon
ground, coalition will be out of the question anyway. .

But of course, the quest for common ground muist not be
confined to economic policy. Housing, education, social policy
have all reached a dead end and where the common assumptions

- of the middle ground need re-examining in the light of experience.
. and cornmonsense, ' ' ‘

‘Take housing: can we afford to allow housing policies to
continue to fly in the face of econiomic logic? By simultaneously

‘increasing demand and decreasing supply, we are ineluctably

increasing homelessness, Do the socialists want that? ,
“There are équally searching doubts that are so widely shared
on social policy, on issues of crime and other issues as well, ag to -
constitute a huge area of potential common ground between
politicians and the vast majority of the people, Millions of |

~ parents, million of houscholds are waiting for policies that will

achieve their purposes — housing choice, decent education, less
dependency, less crime.

he vast majority of people of all social strata want a
Jaw-abiding society, for when respect for the law weakens, they
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feel personally insecure. Politically motivated contempt for law
and order — or, should I say, emotively-generated contempt for
law and order rationalised in left-wing ideology, is confined
mainly to a small stratum of intellectuals, semi-intellectuals and
hooligans, o : N

Most people in this country regard family life as good, They
will judge policies in light of their impact on family:life; provided
that this is made clear to_them. "They want to feel that opportunity
exists, and that people shouild feel free to decide whether they
should try to struggle to the top of a particular ladder or, indeed,
build their own, or give more of their fime and energy to other
things, People want a safety net, but do not want to sce it
overloaded. ‘They want no one to fall below a decent level.

To want to provide decent minimum standards is not only
different from but opposed to cutting everyone down to the same
level, imposing a dreary uniformity that destroys everything that
English men and women of all walks of life and occupations
consider most worthwhile. We have been misled into forgetting
the distinction between maintaining minimum standards and
making everything uniform, This distinction has for Jong been.
peculiarly clearly understood in England; and we now want to
restore it to the centre of our thinking and not Jet ourselves be
confused by muddled talk of ‘welfare’ and ‘equality’, which is not
the same as providing for ‘minimum standards’. :

People would like there to be growth, to feel that things get
better as time goes on, given the ups and downs of individuals.
They will understand that growth has costs, just like everything
else, and that they must either accept the jocial costs of growth, for
the sake of its fruits, or make less demands ont the future of - -
growth in order to avoid the costs. o

Are large, unstreamed comprehensive schools really ideal
structures for education of those who most need to benefit from
school — the children from housing estates and older urban areas?

The Labour Party which twenty years ago seemed to be the
guardian angel of education has now been systematically
subordinating it to political doctrinal objectives and thereby
destroying it. The common ground, common ground with the
people, in education is that education is about teaching all the
young as well as possible to read, write and number, to be sufficiently
well-informed and self-disciplined to think for themselves and use
their minds well, and to be motivated and enabled to earn their
living by making the best use of their talents in existing
opportunities for productive work, Any discussion of schools that
does not start from this purpose and direct everything towards it
is not about education, as it is understood by most men and
women in England,

A basic difference between democratic and authoritarian
government is that in free societics, it is the job of government to
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find ways of enabling the values, aspirations and pur
people to be implemented, In auth(l)jritarian socicges %{izcs of the
government imposes its values and objectives on society,

The socialists have gone a long way recenily in imposing their
values, which often conflicted with those of a majority of the
population of all social strata, in the belief that Socialism’s job is to
;:Illlglz;lge people, whether they want to change or not, not to serve

But most people want to be served, not to be chan :
pursuit of the middle ground, we grudgingly ‘acceptcgcfﬁc% !tlo?:;ated
the Socialist desire to impose values on people, rather than
ascertain their own and serve them. Fortunately, people have
iaoectﬁ elc;s: eaisy ?})1 cgaggc iha? l;{ﬂiticians. So we can still go back
i ople, the bedrock of a - polici
jidd begins (he bedrocl our policies, and our common

Freedom, ﬁ_‘cc_dom within the law to run our own lives, is'a

~value. So far it is not everybody’s objective. It is our task as
politicians and opinion formers to ensure that it becomes and
remains an objective. For people do not automatically support
freedom in the abstract; they aspire to conerete freedom to achieve
certain goals and avoid certain constraints, They have to be
persuaded anew in each generation that their particular freedom
is best guaranteed by freedom within the law for all; even thoueh
freedom for others can constitute a limitation on their own &
freedom, the absence of freedom for others can threaten the
CO%tmlécd exés;ence of their own,

ut by anda large, we can argue for a presupposition i s
of freedom on the part of mostgpcoplc. IEis arilj Ii)ssue ?:rlhlighfac;;);?ées
socialists, and not necessarily along any lefi-right cleavage, Itis u
to us to oblige those among them that share our concern for P

freedom, shared by most people, to face up to the implications of
many of their policies. It is up to us to show that many socialist
glt]:gsfl_lrlclzs, even though they may have been undertaken in the
ug é[i rrtn Efl ;gcijg.would extend freedom, are effectually curtailing or
Freedom and order are, T believe, complementary not
antagonistic. Most people also have a natural instinet for order
and rationality. ‘They are appalled by waste, inefliciency, obvious
Irrationality. It is this instinct which was utilised by advocates of
socialism, who have traditionally presented the apparent chaos of

. the market economy, exaggerating its worst features, ignoring its

best achievements which remain at the apex of h y
and contrasted it with idealised socialism? Perhapl;r&in‘:;(ieggzgh,
to lose ground when we had to oppose the socialist shining
utopian ideal with arguments based on our shopsoiled reality
particularly as it was made progressively worse by wcll-meanin
mtervention, By now, however, after 30 years of the new 8
dispensation, people are prepared to recognise that we have no

a
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longer a broadly self-regulating system, but a more and more
socialist system, with induced chaos, and criticise it for what it is.-
On subsequent occasions, 1 shall try to trace the basis for
common ground in various fields of policy in greater detail.
Suffice to say here that the present crisis gives us more than an .
oppottunity to change our mood, methods and policies, it obliges
us fo re-think our position, just as it does the socialists. For :
whatever else may unite or divide us, one thing at l¢ast is agreed:
things cannot go on as they are. :
And for every socialist or socialist supporter who cries
“forward . . . more of the same’, there must be many who must
stop to ask themselves what has gone wrong? How did the proud
confident morning of 1945 lead to the twi ight of 19757 And we
Clonservatives full share this need to question. After all, we have
held power for half of the past 30 years; how did we allow things
to come to such a pass? We must ask the questions not from any
mood of self-inculpation, but because a proper understanding of
where we went astray is essential to finding the way forward,
The majority of the people of this country share our realization
that the country has gone astray, our resolve to find the way
forward and our confidence that it can be done. This is the
bedrock of the common ground we seek. However far we are able
to extend this common ground in months and years to come,
there willstill remain much at issue between the parties and
inside the parties. But our debate could become so better informed,
so more fruitful if it began from the quest for maximum
common ground, as this country has enjoyed in the past, when it
was one ingredient of greatness, and if we will it, can become so
again,
Oxford Union
6 December 1975
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GOVERNMENT SPENDING
GENERATES UNEMPLOYMENT

Clonrroversy surrounding Mr, Healey’s White Paper! on
government expenditure is now gaining its second wind, As we
have already made clear, and shall continue to make clear, the
Government’s strategy is fundamentally wrong. Instead of cutiing
government expenditure, they plan to increase it, though

Mr. Healey says that it will increase by less than it might
otherwise have done, a new addition to new-speak, .

Moreover, the real implications are distorted by
over-optimistic estimates of the rate of growth,

We shall argue against Mr. Healey’s spending policies in general
and in detail. On this occasion I wish to confine myself to one
aspect of the argument, the oft-repeated excuse by Mr. Healey
and his colleagues, that even if Government is over-spending, it
helps make work, and that if overspending were halted, additional
unemployment would be caused. :

I shall argue that this is the exact opposite of the truth, That, in
fact, Government overspending is a major and continued cause
of unemployment. I shall reaffi'm my conviction that cuts in
runaway state expenditure are essential if we are to save the
economy and eventually restore a high and stable level of
employment, )

Of course, at first sight, the socialists’ contention does seem
quite plausible, doesn’t it? Government spending keep people
employed; if you cut it, then they will cease to be employed. But
when you look at the overall picture you see the catch. let me
explain,

In a sense, the socialists’ contention that government spending
keeps up employment is a variant of their former, now discredited, -
argument that a high level of monetary demand will keep up -
employment and this justifies eapanding the money supp{)y.
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ou remember the storm of abuse directed at me and some
of glzyéolleagues when we argued, only eighteen I‘ﬁ()nﬂ'lsl ago,e;};at
use of the ‘printing press’ was no way to create fu cllélp olym
and growth, that in alldbut the very s;}llllc;fg ;‘:1111; ri:?czou only
: i nation and growing une o
165‘1(1\}1;;?1 i:'acgsaid that thg time had come to stop the pr1i1}img h
presses, we were accused of wanting unemployment, as tnoug
someone who warns you to take your umbrella% Wadnis (lﬁé L awed
‘Then, as you know, we stuck to our guns, re t'ml?' o b overawie
by abuse and imputatiorﬁ' a;adharguqdl??sd;(.n}gii (1)1{11 ?hiﬁ?)romisc
COctober 1974 election which the socialis omi
at, by act of will and use of the printing
Ogi‘;lsu &XY;‘I’%SS?:[T:BEK _%ealc)}(r, Mr, Foot ¢t ol révcr;ed their
sptand’. "They admitted that contrary to what th}?y hadt\l?e.en
telling us inflation does not save jobs but, on the contraiy,
m. 8 i
dCSAtLr:infnS:ccome to judgement brings more joy t(i!l ht}iwgn trhan
g9 righteous men. But unfortunately, as we see, the anzuoni
Party’s renunciation of the sin of inflationeering has go"ant 0¥
half way at best. Because they now take refuge in a va :3 in
their 1974 election refrain. They now say thatlgovei rr::nbut foller.
spending maintains employment, not full et{ip erm_:t t, but
That government over-spending s good' o long as lt'ls o rowing
financed by the printing press, but is raised by 1:axi:11 _1onz,ld oirow
from the public and borrowing abroad. I conteﬁt tI is ?of g
that government over-spending has depre_sseclll the bc\rt;l
employment below what it-would otherwise have bec . have
Now borrowing from abroad has only one drawback; y a
to pay it back, with interest.* Unless it is uSCfi_tO 1§crcasq the
couniry’s capacity };col produc;e and c:fsoggsgl‘gl eign horrowing
i ed balance of payments . i .
sm%ﬁhtlh?s(%:z%gxt, it is worth ?mting that Labour’,f;. claim I;crhat hthcy
B B o B e eeuioned ai the i, s noy adimitid
ea oil revenues which we questione . , 1s. ;
i 0 i dping Ty b s,
is i ontexi of the Labour split 1 s 1
tslggt;nntol::etg place too much faith in the value of N_orthhSEat .}?él,
since it is high cost and very vulnerable. What a pﬁty ioat o
Socialists have one story to tell the Scots and anot erf > tell,
south of the border, qust as they have one for us, one fo
in the IMF. o .
Pa]%ﬁt:a;g;it from foreign borrowing, which is piling 111_p ;i:tISoblemS |
for years to comé and which is already presscdffio 1tst hu:e 5 cees:
finance for govcrnme;‘nt ex%cndﬁgﬁc ?:;1% ct(;r::l;ﬁ éngimI: ce so :
inting, borrowing from the public . .
}s);zl:ﬁigfs, now agreg that ‘printing money’ creatcs more ;;‘xjglb;letr}r::
than it solves they are left with taxatl_on‘and barrowing
public to finance their public expenditure.
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But both these expedients, excessive taxation and excessive
borrowing are important components in the sluggishness of the
private sector, for the downturn in production and employment,
The burden of taxation, punitive and inflation-blind taxation,
together with price controls and other. impositions on the business
sector, has been crippling, compounded by the recession brought
on in part by these ill-conceived measures. The overall rate of
profit is now a fraction of what it was, Together with the wage
mcreases forced on employers by this Government, by Mr. oot
and Mr, Healey, irrespective of each industry’s economic position
each firm’s ability to pay, these pressures have led to bankruptcies, ‘
short-time, redundancies. They could not possibly have done
otherwise,
State borrowing from the public, by government and local
authorities, competes for limited funds with borrowing by private
firms, The state, central and local, is in a strong position, Itis a
safe borrower, or at least has been so far, and it can push up its
interest rates knowing that the public will have to pay the extra
in form of taxes or rates, The plethora of local authority Olympic
swimming pools, new town halls, council flats with enormous
subsidies, leisure-centres, civic cenires, as well as heavy investment
in nationalized industries which is rendered nugatory by their
manpower policies, all these are at the expense of private industry
and, hence, of employment, :
So, with price controls, taxes, wage demands and low or even
negative rates of profit, the private sector cannot take as much
labour as it otherwise might. And let me add, Denis Healey’s
attempt to cure the symptomns of this by his so-called employment
protection® measures will not protect employment in any but the
shortest of short runs. MichaelpFoot’s compulsory employment
measures® will do the opposite, They will force more firms into
bankruptcy which would otherwise have got by. They will deter
firms from taking on more workers, if they are to be like the old man
of the sea: once on their back they will never got off,
We know the rest of the story, Unemployment, however you
measure it, has reached its highest Ievel since the War, 7
This has forced all of us to look afresh at the recent economic
history of the United Kingdom, and in particular at the so-called
Keynesian full employment economics, which has as little to do
with Keynes as with full employment, that dominated our
thinking and policy since the Sccond World War. ’ ?
One of the mechanistic assumptions of the pseudo-Keynesians g
has been that the level of aggregate demand automatically and
ineluctably determines the level of cmployment and, hence, of
unemployment. But this is misleading, The level of agpregatedemand
is only one of many factors which affects the levels of employment
and unemployment, as Keynes himself always made quite clear, -
Another factor which affects unemployment levels is mobility of
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i i .though this can, of course,
r, between jobs that is to say, ti 1 4]
];lrjr?;ti;ncs cntailjgcographlcal mobility, wﬂhngnelss (t:; Jr:;tzlil
3 i cases to move, ]
further to work or, even, in some  tC b
i ility, that is to say willingness to_
occupational mobility, tha S the vame Lind of job.
is going, rather than waiting for the s h
* %Vhe%'; mobility of labour is low, we can have mgwat < iven
unemployed co-existing with more unﬁlleildvﬁ;:gg%?ih 'thatg ven
ou A
el of aggregate demand, than you w L ;
%ggcl of d%%nalgld were the mobility of labour greater.lo Cent is
Another strong influence onlthp votlum::tgi ?ntcl:lr::% a?r nent s
i tion to © g } 3
the matter of wage levels in rela : tpuf, the way in W
: f workers can price themselves out of )
g;Ocii:I:‘stge misapprehension that the Government cfgullldfu:)c‘lv s
uh 1d somchow immunise them from the effects of their n acts
’ ?furthcr factor is the level of entrep‘rcpelfrsh:lp and dmamoagi cent,
the existence of people whofcan bOt}{Ii ;der;ltiflyl {iicg;?‘rtll Y, mobilise
resources and satisfy it for a profit, w is
{)l;cslocict{’s attitude to thefm, not least :ﬁﬁi}:mlii:;é Jevels, treat-
ach respect our perlormance, moblity, ! t
meI:teof wealt%—creators, operates against jobs rather than in
hem. ) _
fa\?ﬁg f:l)let)l:;'r:nent of complementary resources is anotléel é‘igor
e D oy el of cotal mecced to employ
i d firm has a different level of ¢ ; d > €
lnduus;guiil of workers. If some firms, naflonahzcd ox‘sgbmdlzgglés
:rg given resources by the State to permz_tt_thcgvfi?hp?ecl h‘rlgiogg ety
' i nu
ices at above economic cost, to conti ¢
ﬁgsosﬁ; labour-intensive me‘ihofds, or to ?X:a]%m?lx;; :t:glse(;i;lg;gent
expense of the level of turnover id, X , '
?vfiz?;htilveoulg otherwise he achli:)ved in o:}l:?dlii;l‘rcnfoalr:; Ilar;:ﬁzﬁ
i i ter on
At best, this would be putting Peter on AT T
insofar as the ‘job-protection’ su ies ’ ]
}ivlorg; a]?:cllt i]ndustrics with a high complementary 1eso§1 f(i:fc é‘atlo,
i.e. which need above average quanta of Wﬁlgmts Ozmmcre G obs
c.ai)ital per worker employed, then they will destroy
ave. .
th%révt(l:lr?{ SPetc:rs go on the dole for every Paul keptA in ;}. pi’c:eézltl‘:d
job. Several wealth-creating private sector Peters are ttrg_ n o
%f‘ work. The saved jobs are identifiable and concentrated:
: ispersed.
jobs are anonymous and disperse
loslifgiv Sy?m will ﬁ¥1d that this 11 premscl)t(htféz gigcg:l 1?2 ndred.
. "
“ob-protection’. As you know, between iree an:
’E]l?cl)JuE:nd people join the ut(*;iemplogrlmtl:cgt lsgﬁnlsée; xfxfxfg'r%lﬁgtj}:)bs
hoice or necessity and roughly the : find j¢
{:I?{:;.n iga\?c the register, sometimes more, iﬁ?g—l:;f:rliisfé 'g‘)l;sa :1811 im,
al part of the life of any economy, ter
?ggrfr;.stei; the. flow, particularly in times of rx_:a_d_]u:tmf;lt.tlijg
government could conceivably tash out subsidies to stop

49

three-hundred-thousand a month or any sizeable proportion
losing their current work. The cost would be out of the question,
Moreover, if people do not leave jobs, there is a shortage of people

to fill the new jobs needed for growth. So on what principle does
large sums to ‘preserve’

the government decide to step in with
certain jobs, a fraction of the total which are really falling
redundant in any month? The considerations are not economic.
Nor are they ‘social’, a term socialists love to use without
definition, criteria, or measurement, to throw a cloak of
respectability over motives of narrow party expediency, How can
it be ‘social’ to lavish hundreds of millions of pounds worth of
resources in keeping men going through the motions of work
bereft of social value, when hoth the complementary resources
and labour might be better employed. And how can it be social
to make the taxpayer, which includes the low-paid, subsidise
highly paid car workers to perform uneconomic activities,
particularly when their enterprises’ unviability stems at least in
part from their own actions. No, the basis for ‘job preservation’
is wholly political, often crudely partly political, often under
pressure from a politically powerful union, 8

ow where are these firms or industries with politically
powerful union groupings to squeeze public money out of the
government to' maintain economically unjustified jobs? They tend
to be where large concentrations of union labour exist, particularly
the nationalized industries, :

In many such cases there are high concentrations of capital,
working and fixed, per worker, The employments where unions
have strong enough political muscle to blackmail governments
into subsidies to maintain cconomically unnecessary jobs are
generally those which need substantial sums of working capital
per worker kept on, Hence the high cost of job protection.

-'Fake British Rail,® How much does each job saved there cost us?
Let us add up. First, there is an operating deficit of some
four hundred million. Then there is a capital deficit, estimated at
some two thousand million pounds of public money in grants
and write-offs, The word ‘write-off” is misleading, because the
debt remains and the British taxpayer has to redeem it,

Or, if you care to look at it in terms of resources, thousands of
millions of pounds worth of resources haye been poured into the
railways, They give us a negative return at present but could be
productively used, either by making the railways pay or, by
putting them t6 other uses, for example turning uneconomic
railways and their stations into express bus routes and terminals,

So, in addition to-the four hundred million operating deficit, we
are fully justified in adding deht servicing on the two billion.

I think that ten per cent per annum js a very low figure. So,
this makes a total of six hundred million a year in subsidy. Now
the main purpose of this subsidy is to keep more rail union
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members in work than would otherwise be used, The annual cost
for jobs saved is prodigious: well into five figures per job per year.
Take the cost per job saved at British Leyland and Chrysler. And
bear in mind {oo, that the Ryder Report!® under-estimated the
likely costs and over-estimated possible revenues, as the all-party
Select Committee pointed out. The cost is not the cost of keeping
all BLM and Chrysler workers in jobs, or even those budgeted
for. It is the difference between those who would have remained
in work in the British motor-car industry, if the enterprises had
been slimmed down, and those who will be working over the
g}xﬁ few years. The figure per job saved per year comes out very
igh, :
These resources are used uneconomically, just as labour is used
uneconomically, for the sake of activity, not for the sake of - ..
creating wealth, Production, not to satisfy need, but for.
appearance sake, And the price can be counted in m?)ne\kliving
standards, and, irony of ironies, in jobs.

As we see, though Mr, Wilson and his colleagues will talk
about picking the winners, the actual system makes sure that they
finance the losers.11 For the pressures from trade unions with -
members in overmanned declining industries and firms will always
be greater than the pressures from unions in industries which
ghould be growing, In turnover or manpower., :

Hence British socialistm leads inexorably to inefficiericy and
stagnation in spite of all fine words about planning. That is why
we say that Labour is the party of unemployment. By throwing
good money after bad in propping up inefficient enterprises, at
very hilg(h cost, they are creating even more unemployment week
by week. ¥

YSO what is to be done? Public spending should be cut; the
savings should be used partly to reduce borrowing and partly
to reduce taxes, particularly in ways likely to increase the’
confidence and the profits of the business sector on which the
whole economy depends, N ,

But, Mr. Wilson and Mr. Healey will argue that they cannot

" cut Government expenditure before the private sector takes up

the slack or more jobs will fall, that there will be a gap of time
between cutting state spending and revived private spending. So
there will, But let all concerned realise that if they do not cut
state spending now, $oon, many more private sector jobs will be
lost in the near future to pay for the maintained indeed, the
increased, state spending. . : _
The questions are not, therefore, ‘what will you cut?’ and ‘how
much unemployment would you cause?, The unemployment is
bound to rise either way, in the state sector or the private sector.
Either way, their way or our way, there will be some increased
unemployment, Their way is a cul-de-sac, a continuingly bloated
wealth-consuriing siate sector and a dwindling more and more
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fi%bxhg.ted wealth-creating private sector, with fewer and fewer
Jobs. Uur way is the road to recovery, fewer jobs in the state
?zgé%; Ibt:::l cl)v;:ﬂss ‘iogs of .{?bs in the private sector and, after an
i , € Jobs, self-sustainin -creati - j
m'.';‘i;,e private sector., g, wealth-creating, tax-base jobs
¢ Government is wrong, therefore, to i
: ) ; argue that it must
keep up state spending to avoid extra u’ncmploymcnt. State
spcnd‘lng will, ifself, cause extra unemployment in the private
sector, Let the transfer, the health restoring transfer from the
state to the private séctor, begin soon,

Ha‘rrow
6 March 1976
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ECONOMIC CONSEQUENCES OF THE
SOCIAL CONTRACT

T pound is falling day by day. ! What do our socialist masters in
governmerit and trades unions do about it? Some of themn blame
foreignbanks, while they rush cap in hand to them for help, But
can anything help until government and unions understand wh
the pound is falling, as a preliminary to stopping the fall?

The value of a currency is a reflection of the strength and
rationality of the country’s economy, Where people are allowed
to get on with their productive work, where government and
unions are co-operative towards change, you will have a strong
economy, and hence a strong currency. Conversely, where
government ravage the country’s resources, human and material,
for short-term political convenience, ideological fads and
vendettas, and where unions obstruct economic progress while
demanding its fruits in advance, you will have a weak economy
and, hence, a weak currency,

It is feckless government spending which is the main cause in
the fall in the value of the pound sterling, 2

We now have a weak economy, the weakest in our history and,
hencs, the weakest pound.

There are no secrets in economics, Everyone knows what is

“happening here, Foreign banks have offices in the City. Foreign

embassies have cconomics departments, they read the official
statistics no less than the speeches and debates and specialist
writings. So they sell sterling and down goes the pound even
further,

Why has the government over-spent by several billion pounds
over the last few years?3 They knew better, but they preferred to
curry favour with union leaders and their own left-wing by
nationalizing, by subsidizing, by encouraging demand, by
discouraging supply, by vindictive taxation and endless regulation,
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They have increased the load on the productive sector and the
economy to a point where it staggers under the burden of taxation,
legislation and price-control imposed to buy union and left-wing
approval, : ‘

But the more money government spends, the more it has to tax
or borrow or print, and this is what the foreign observer watches,
seeing only too clearly that unless government cuts public spending
we shall get worse inflation and worse unemploymeit,

In other words, the more the government tries to pander to
union and left--wing prejudices, the worse things will get and, the
worse things get, the more strained government relations with the

omic

trades unioh leaders become, These are the ecos
consequences of the social contract.

To halt the slide the government must reverse its policies and
cut government spending to levels we can afford, cutting
subsidies to housing, food, make-work, lame ducks,

There is no other way,

True, the unions will not like it.4 But neither will the urifons
like the results of the present rake’s progress, with employment
falling as the economy slows down under-the burden, with more.
foreign loans and eventually, after we are even deeper in debt,
harsher terms attached, and with every likelihood of rising inflation
and rising unemployment as the government is forced to print
money if it will not cut its own spending, .

Either way, the union leaders will not like what happens, This
government is in for difficulties whether it does right or wrong,
But if it does wrong and goes on overspending, its difficulties
are bound to become worse. So let the government give up its
rake’s progress of the past two and a quarfer years and put the
country’s interests first, follow principle instead of convenience,
logic instead of magic.

Sarrat
Hertfordshire

3.June 1946
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NOTES

1, Since 1971 the £ has depreciated by 40 per cent.

2, Bank of England Quarterly Bulletin, September 1976; Samuel Brittan, ‘How
we manufacture our sterling orises’, Financial Times, 16 September 1976.

3. During 1974-1975 the PSBR exceeded its budget estimate by £3,000 million,

TUU conference debate 8 September 1976, Congress promises to give full

support to members fighting cuts in public expenditure,

w
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RECOVERY WITHOUT INFLATION

Irvive Frieoman? covered a wide field; T must confine my
response to two principal theses. The first relates to the ambiguity
of the theme ‘Recovery without Inflation’, which seems to imply
a choice between recovering with or without inflation, I shall
argue that the real choice is between recovery without inflation
and no recovery at all,

My second thesis is that the eradication of inflation entails
solving the problems created by unbridied political intervention
in economic life, mainly by governments, For such intervention
tends to encourage demand while discouraging supply, generating
the scarcity to which Irving Friedman referred. We are now sutfering
as much from remedies imposed since the Second World War as
from the ills they were designed to cure,

This is not an argument about state versus private ownership
but about the disruptive impact on economic rogress and social
cohesion of the overweening political power ofP our time, What I
shall be saying is that governments have limited powers for good,
though ‘unlimited for ill, and that these powers depend on
understanding the social and economic process and working with
it to achieve the best of alternative outcomes.

You would prefer me to speak from what I know best, I draw
my ideas mainly from British experience but am aware that with
the change of names, and percentages, the story can be told of us
all — or nearly all. X am not an economist but a politician who has
had to learn ﬁis cconomics as best he could, from practice to
theory, - o

Wﬁ’at you expect from me is not primarily economic analysis,
which you could do-at least as well as I, but the economics of
politics and the politics of economics. ? :

And politics is not just about institutions but about ideas,
which form the climate within which decisions are taken. - :

Irving Friedman correctly points out that though inflation is
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nothing new, the present wave of world inflation is qualitatively
new in scope, duration and apparent intractability, and in its
association with domestic and world recession,® I shall add that its
novelty stems from its political character; it is politically-induced
inflation, caused by governiments, not least by those who talk
most about fighting it. ) ) )

You may object that political inflation is nothing new. Kings
and Emperors went in for currency debasement almost a$ soon as
there was currency to debase. But there was a difference.
Debasement of the coinage was recognised to be morally wrong
and eventually self-defeating, even by those who committed it.

The issue of paper money not backed by gold was regarded as a
temporary expedient justifiable only in exceptional circurnstances,

Until quite recently money seemed to be something objective,
wholly or largely independent of government and institutions. In_
our own lifetime the situation has changed dramatically. Money is
now something created by governments at will, Its creation, no
less than its use once created, is seen as an insirument of economic
policy. This politicization of money-creation is now widely
accepted as legitimate indeed, indispensable.

This is part of a wider transformation of attitudes towards
economic policy in general. Until a couple of generations ago not .
only money but economic life itself were seen as largely objective,
independent of the will of government, though not immune from
influence by it. The concept of the government-made or
government-controlled economy was relegated to the fringes of
modern society: on the one side to diehards in the authoritarian -
pre-capitalist regimes, Czarist Russia, Imperial: Germany, Spain,
and on the other to nascent Socialist movements. Paradoxically,
during the heyday of the market economy in Europe, it was the
right which favoured economic controls while the left of centre
favoured the widest economic freedoms, regarding all state
regulation as self-defeating. By now, protagonists have turned
half a circle. Simultaneously, the focus of debate has moved from
the desirability and feasibility of state control of economic life to
the means and ends. ‘ )

‘We must ask ourselves why this intellectual transformation

- occurred and why it bas maintained, even strengthened, its hold
over educated opinion, in spite of the set-backs, calamities and
disappointments which the application of these ideas has .
occasioned as Irving Friedman has demonstrated so cogently.
How did we reach this state of affairs after several centuries of
economic growth paralleled by increasing acceptance of the
principles of the free economy in a free society on which the seal
seemed to have been set exactly two centuries back, with Adam
Smith’s widely acclaimed Wealth of Nations?® - ]

How do we explain what seems to many of us an intellectual
regression? : .
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Unless.we can explain it, I should be less than optimistic
regarding our ability to do much about it.

The mood of interventionism in general and in particular the
category with which we have become familiar in the West during
our own lifetime has its origin in several sources.

For a start, we should neither ignore nor disparage the
inherent human desire for greater control over our own economic
and social destiny which provided much of the moral dynamic for
the trends under discussion. I criticize the interventionists not so
much for what they aspired to do, but precisely because they
have proven largely counter-productive in their own terms,
leaving us with less control, not more, rousing economic tempests
rather than quieting them., But it remains true that unless we can -
offer sound feasible paths to- whatever measure of control over
our economic environment is feasible, through greater
understanding in the first place, the quacks and utopians will rush
in to fill the vacuum, C

Secondly, the expansion of the non-husiness sector of soclety
has brought with it the greater urge to interference. Egpanded
social studies departments, new professors, new research, new
government departments all tend {o generate pressures for more
central power at the expense of the business sector, This trend all
too casily becomes self-perpetuating since every failure occasioned
by the new burdens and distortions is adduced as the need for
further intervention, to a point where the burdens created weaken
the whole basis on which they rest,

But reflection has convinced me that none of these developments
can be explained without reference to the impact of two world
wars. War, which includes preparations for war and its aftermath,
has always played an important part in shaping society and '
econornic life, %‘he two world wars impelled society towards
interventionism and socialism in a number of ways,

First, war, the militarization of society, entails confiding vast
additional powers to government, legitimizes these powers in the
name of patriotism, indeed of national survival, Once granted,
they or the vested interests which they generate, tend to
perpetuate themnselves, _

Secondly, war evokes the promise of a better future for all
classes once war ends, a Iancf fit for heroes, while simultancously
weakening the economy and burdening it with huge debts. So at
war's end the demand for prosperity is intensified by the economic
optical.illusion created by war; government mobilization of
human and material resources to win the war suggests that it
should be possible to do the same to win the peace. We know the
answers but they have been muted. '

In Britain, after the human and economic blood-letting of the
First World War, we tried to go back overnight to pre-war
normality as seen through rose-tinted spectacles, ignoring the
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economic disruption caused by war and the long overdue
restructuring that the economy needed in any case,

The self-deception was symbolized by the decision in 1925 o
restore the pound sterling to its pre-war gold parity, to ‘look the
dollar in the face’ in spite of all that had transpired since 1914,
repeating the mistake made a century earlier against Ricardo’s
warnings. This ensured that the depression would reach England
sooner, last longer, go deeper and undermine belief in the
self-regenerative powers of the economy. It also created.the
climate in which shori-term remedies sought by and under
Conservatives paved the way for socialist measures and what came
ta he known as Keynesian full-employment and growth policies,
This is actually a misnomer: not only were many of the ideas
foreign to Keynes, but they have brought the very opposite of
full employment and sustained growth, .

Keynesism was a symptom of the mood rather than its cause.
Many ideas were fathered onto Keynes which had not been his
and which ran counter to his inclinations, ® But the mood created
a climate within which éritics were quiet, partly for fear of being
said to want unemployment and other ills which the
neo-Keynesians and socialists claimed to be able to cure by their -
panaceas, In part too, Keynesism was grasped as an alternative to
full-blooded Socialism whereas, in practise, it has paved the way
for socialist advance. :

At all events, the prestige of Keynes’s name was used to add
respectability to the pursuit of a high sustained level of
employment, soon to be translated into an excess of demand for
labour over supply, and high growth rates by the simple
expedient of expansionary demand measures by government,

It was argued by pseudo-Keynesians that to keep the money
supply growth to the levels necded to avoid inflation would, gtven
the imperfection of the labour market and structural obsolescence in
the economy, impose stagnation and mass unemployment. This
always was a misleading half-truth, for three good reasons. First,
as we have seen, with an imperfect labour market made even
more imperfect as a result of government measures, and structural
obsolescence shored up by government aid, there could be no
hope of escaping relative stagnation and either high
under-employment or mass unemployment. Inflationary demand
expansion not only cannot ward them off but, indeed, after
temporary relief, ensures that they will be worse than they
otherwise would have been while at the same time producing an
excuse for putting off the real cures. '

Secondly, the level of demand is only one of the factors which
go to determine growth, employment, well-being, as Keynes well
knew -but his followers forgot, Other factors include the
efficiency of the labour market and of capital markets, the
rewards to work, entetprise, innovation and efficiency, the level of
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saving, the willingness of labour and government to co-opcrate
with change in deeds as well as words.

Thirdly, in an economy like Britain’s with a high foreign-trade
quotient, there js always great need and endless room for.
expansion into world markets, whereas expansion of domestic
demand by deficit financing can only upset the balance of
payments and set off a downwards spiral. But the Keynesian
short cut to Utopia won the political auction.

‘We are now living with the results.? This high-demand strategy,
imposed on a complex economy intricately involved with the world
economic system, soon began to prove counter-productive.

In Britain, the level of demand needed to bring down the
number of registered unemployed in the older industrial areas to
levels considered ‘politically acceptable’ caused inflation, unsettled
the whole economy, sucking in large numbers of unskilled
labourers from abroad and straining the balance of payments. .

Attempts to remedy this by cutting demand predictably created
withdrawal symptoms including increased unemployment which
in turn,.led to pressures for reflation. The apparent dilemma
between inflation and balance of payment difficulties on the one
hand, and unemployment and stagnation on the other, should
have led policy makers to question their high-demand strategy.
Instead, partisans of the new, soi disant Keynesian methods argued
that it needed control over wages and prices to make it work.

Intellectually, they ignored a basic tenet of economics that the
quantity of money, like the quantity of anything else, influences
its price, that is its value, They failed to produce a definition of
inflation, which I should define as a sustained upward pressure on
the general price level generated by an excess of monetary
demand over the supply of goods and services. Instead, they
equated inflation witE any price increases, and supposed that
price increases were simply caused by other price increases and,
therefore, that if some price increases were suppressed no others
would follow. ... :

"T'his atterpt to suppress the effects or symptoms of inflation by
controlling prices and wages has been accompanied in Britain by
maintained or even increased public spending and by other
policies and measures sought by the union leaders as the price of
their co-operation. The combined result has predictably been
more inflationary than deflationary.®

The additional expenditures have been financed partly by
creating new money, partly by foreign borrowing, partly by
borrowing from the public at the expense of the private sector,
partly by additional taxation levied on the private sector.

Holding down prices increases consumption and effectively
expands consumer purchasing power while impinging on the
private sector’s profitability. . -

This decline in profitability was masked at first by inflation,
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even going unrecognised by firms themselves, given congervatism
on the part of sectors of the accounting profession. In many cases, .
firms which have actually moved into a deficitary position go on
showing healthy nominal profits on which they are taxed and
obliged to pay dividends. Their lack of profitability appears; in the
{irst place, as a cash-flow problem, credit shortage. But the recent
decline by over half in post-tax profits as a share in GNP was
bound to depress investment, and to intensify the combinéd

effects of price control and increased wage and other costs on
turnover and, hence, on employment,® I am not discussing last
month’s trade figures but the progression of the past thirty years,

So a vicious circle of decline and inflation is set up.-Faced by
falling output and employment in the private sector, government
is terapted to intensify its expansionary policies, pumping yet
more demand into the economy and subsidizing employment in
‘uncompetitive enterprise or hranches.

But this additional burden in turn, whether financed by
taxing, borrowing or printing, only depresses activity and
employment in the private sector still further. Indeed, the kind of
‘job protection’ undertaken tends to be costly, since it is generally
in branches where deficits of several thousands of pounds per
worker per year are generated by job protection. As a result,
this kind of identifiable and concentrated job-saving, in public or
private sector, is'matched by & multiple of unidentified jobs  °
destroyed throughout the private sector.

Governments worried by low levels of investment
characteristically seek to tackle symptoms rather than causes.
Pressures are exerted on banks and financial institutions, including
pension funds and insurance companies, to lend to industry
without thought as to the reasons why industrial investment has
slowed down,

I need not explain to an audience of bankers why enterprises
which are unable to generate sufficient retained profits to finance
expansion are seldom well advised to expand on borrowed capital.
Given the political circumstances, these loans are channelled
largely into failing enterprises, often over-manned with a history
of bad labour relations. The money is soon swallowed up,
leaving the position of the enterprises even worse than before,

At a late stage in inflationary recession even firms with retained
profits may deem it wise not to invest them, but may prefer to
lend them to government in order to saleguard their own liquidity.
3o, government borrowing and expenditure on current
consumption and unproductive inyestment grows, while productive
investment lags, adding another dimension to the Keynesian
nightmare. This might well be called the general crisis of -
Keynesism, )

1t follows from this that so long as inflation and, worse still, the
measures often used to combat inflation; last there can he no’
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recovery. Industry cannot plan ahead when the level of cosis
depends on government caprice, when its prices are set by politicians
and bureaucrats according to short-term political considerations,
when government, central and local, will outbid it for credits,
professional staff and labour, and then, adding insult to injury,
will blame industry for not investing|

In the circumstances the private sector’s reaction is to pull
in its horns and 4y to survive till sanity returns.

We entered the age of Keynes believing that inflation was a
lesser evil, that a little inflation might even do good. We end with
the realization that inflation corrodes and erodes economic
activity; making economic life nasty, brutish and above all
short-term, eroding a base we once took for granted. Far from
being a lesser evil, it is a certain source of all conceivable
econormic, social and political evils, 1?

“This is the situation faced today by many Western countries to
a greater or lesser degree whether or not they call themselves
Keynesians. True, Britain went further than most countries,
given our anti-enterprise bias and the less than fully realistic
attitude of the unions. ** But, perhaps for that reason, we may be
next in line to liberate outselves. What governments cause,
governments can remedy.

...:If successive governments have brought people to believe that
money grows on trees, that it is government’s duty and within
government’s ahilities to keep them in jobs however they behave,

- whatever the nature of the jobs, its social necessity, its cost, then

government has no right to blame the workers’ intransigence
rather than its own lack of resolution.

It should not be beyond our powers to bring this to people’s
understanding. I believe that people are capable of understanding
the truth when it is properly explained to them. With this degree
of understanding, I am sure that our public will face and over-
come the withdrawal symptoms to be expecied when we attempt
to abate.inflation as a precondition for commencing recovery and
a new state of progress. )

1 leave the last word with Adam Smith, )

Two centuries of history have convinced me how right he was.

The uniform, coristant and uninterrupted effort of every man to

better his condition, the principle from which public and

national, as well as private opulence is originally derived, i3

frequently powerful encugh to maintain the natural progess of

things towards improvement, in spite of both the extravagance

of government and the greatest errors of administration. Like

the nnknown principle of animal life, it frequently restores

health and vigour to the constitution, in spite not only of the

disease, but of the absurd prescriptions of the doctor.

International Monetary Conference
San Francisco
17 June'19%6 -
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' MORAL AND MATERIAL BENEFITS

OF THE MARKET ORDER

LY R

You wilt all remember the recent shortage of sugar®. There is, of
cousse, an'international agreement between governments to
ensure a stéady supply of sugar at a reasonable price to the
consumer,® - . . -

For many years now there have been hospital queues of varying
lengths for.operations which, though not urgent, could relieve
much pain and discomfort.® Successive UK governments have, of
course, been striving throughout this period to provide prompt,
comprehiensive and efficient medical care for all,

During the last two years surplus food production in the
Eurégean . Community has created spectacular butter mountains
and extensive wine lakes, Of course, Furopean governments have
been.co-operating in a bold, imaginative scheme of a managed
agricultural market in order to avoid the waste and inefficiency
of free competition.-

There are as yet no shortages of childrens’ clothes, colour T'Vs,
or household goods, Nor are there unsaleable surpluses of vacuum
cleaners, toys, or ball-point pens. Could this be because
government has significantly failed to regulate the production and
sale of these goods in the best interest of the community?

You will have gathered by now that I have embarked upon a
theme close to my heart, Namely, that the blind, unplanned,
unco-ordinated wisdom of the market is overwhelmingly superior
to the well-researched, rational, systematic, well-meaning,
co-operative, science-based, forward-looking, statistically
respectable plans of governments, bureaucracies and international
organisations preserved from human error and made thoroughly
respectable by. the employment of numerous computers,

But; this view. of mine has been subject to a very considerable
criticism, It is avgued that the free competitive market does not
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exist, that it was killed off some years ago and that we, in the
Tory Party, are in favour of a ghost. ' _
Let me introduce you to the most confident of the sceptics,
Professor J. K. Galbraith, author of the New Industrial State
and a Past President of the American Economics Society.
According to him the ‘maodern corporation is no longer
subordinate to the market’, Indeed, he argues, that the market is
subordinate to the modern corporation: \

'The initiative in deciding what is to be produced comes not from
the sovereign consumer who, through the market issues the
instructions that bend the productive mechanism to his

ultimate will. Rather it comes from the great producing
organisation which reaches forward to control the markets that
it is presumed to serve and, beyond, to bend the customer fo its
needs, (The New Industrial State, p. 6).

And this control is apparently eternal because, according to
Professor Galbraith, the organized part of the economy ‘protects
its profits by planning’,

Professor Galbraith would have us believe that in mocking the

‘conventional picties he is a courageous iconoclast.. In fact it is

Professor Galbraith who presents what for twenty years has been
the conventional wisdom. Such copinions have dominated the British
economic faculties, the financial pages of newspapers, the speeches
of our politicians as well as the thinking of our civil servants.
What has been their legacy? As the Romans said: Circumspice!
For the fact is that large corporations and multi-nationals are
not immune to the discipline and sanctions of the market, If they
were we would not have the all-too recent examples of industrial
giants collapsing or going cap in hands to goyvernments for cash
aid. Was Rolls-Royce immune? Was Lockheed? Was BSA? Did
the once enormous cinema industrK plan its own contraction?
And the explanation for this is that there is real competition.
Big firms do sometimes collapse and small firms, by satisfying a
public demand, grow big, Morphy Richards began by making
eleciric fires in a small barn in 1936.
Fortes was founded in 1935 with the opening of a single

small shop.* In case there are any social scientists present who

prefer statistical to anecdotal evidence let me point out that of
the largest 100 corporations in the U.S. in 190g, only thirty-six
were on the list forty years later.

But what of Galbraith’s claim that the consumer is metely clay
in the hands of the producer? who can bend him to his will
through modern techniques of advertising, sales promotion and
public relations? Indeed, according to Galbraith, the producer is
bound to behave in this way because the degree of advanced
commitment which contemporary technological processes involve
make it far too risky to rely on the ‘untutored responses of the
consumer’. The producer therefore sets out to fabricate demand
for his goods, :
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What Professor Galbraith omits to explain is® why, if the
consumer is as malleable as he suggests, products launched by
major firms and accompanied by lavish programmes of advertising
and sales promotion frequently fail to find a market. The Ford
Edsel car'is a spectacular example of the expensive failure which,
if the Galbraithian these were correct, would seldom, if ever,
oceur, Yet in fact between a third and a half of all the products
put on the market fail to attract a sufficient number of customers
and are withdrawn by the sponsoring companies,”

Moreover, the very considerable sums of money spent by firms
on market research in order to find out what people want in

“order to provide it suggests that the consumer still decides for

himgself; and that firms take a more modest view of their powers of
persuasing than does Professor Galbraith, Thus, even in the age of
the million pound advertising budget, giving the customer what
he warits is'still deemed necessary. )

The virtues of the market were once well known and its
workings uiriderstood, if not by the general public, at least by the
intelligentsia, although this widespread awareness of its
achievements and efliciency sensibly stopped short of slavish
adherence to market principles in all things.

Toda§ the picture is very different, A large part — perhaps a
majority — of the intelligentsia ave either ignorant of or hostile to
the mechanisms of the market, There are very few contemporary
British accourits of how it works and as a result, recent
generations have been taught more about the market’s alleged
defects’ than its virtues,

Let me try to redress the balance somewhat by explaining how
the market co-ordinates the wishes and economic activities of
‘millions of individuals and secondly, how its operations serve as
an effective guarantee of our liberties. 8 _

In any country literally billions of decisions are taken a day:
every time you buy one thing and not another, buy one type of
cigareite and not another, buy one tin of goods and not another,
a signal is sent down thousands of networks of communication,
indicating what the customer has chosen and what he has not,
These choices register with the enormous numbers of producers
and potential producers of goods and services who are ceaselessly
adjusting to people’s choices in the endless spontaneous
re-deployment of resources in order to meet demand, The motive
is not goodwill, The motive is enlightened self-interest. ‘It is not’
wrote Adam Smith, ‘from the benevolence but from the
self-interest of the baker that we get our daily bread.’?

Pt a, 1 4 . .

' T a command system it is quite different. Prices are controlled.
All the degisions are made; what to produce, at what price, of
what quality, for whom, how, when, where, by officials and they
canriét’conceivably satisfy the infinitely thanging choices, fashion,
prefereices and possibilities, :
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In contrast to the businessman who survives only if he satisfics
the customer, the official does not depend for his living, his
security or his career prospects on meeting the public’s wishes.

Thus, the seli-interest of the businessman is harnessed to the
interest of his customer by competition, whereas in the command
system the official must merely satisfy those in the political and
bureaucratic hierarchy above him if' advancement is to be ensured.

One system rewards industry, flair, energy, imagination; the
other orthodoxy, sycophancy, caution,

The market systein was not invented. It evolved. It encourages
the population as producers to serve the interests of the same
population as consumers, It leads people, as producers,
ceaselessly to struggle to satisfy the changing wishes of people as
consumers. Moreover, it simultaneously and spontancously
encourages in every business organisation the need to improve
productivity — the key factor which alone is the cause of a rising
standard of living, In a market system individuals are constantly
secking to improve their productivity because the pressure of
competition and the search for profit forces people in their own
interest to find more economic ways of doing wEat public demand
requires to be done,

I may be told that it is better to produce for use than for
profit. But that is what the market does, That is its purpose.
Businessmen only make profit if they correctly foresee what
thousands or millions of individuals will want and arrange for it
to be available.

But the system will work with its full beneficial effectiveness only
if certain conditions are met. First, there must be active
government to ensure competition. Without competition and the
risk of bankruptey, producers could ignore the wishes of consumers,
The nationalised mdustrics are not subject to the risk of bankruptcy.
This immunity converts them from servants of the public into
protection societies — societies for the protection of the interests of
their own workers,

Secondly, we must understand the role of the decision-makers: .
the entrepreneurs, or risk-takers, The market in its constant '
adjustment to changing public demand is a world of uncertainty,
It is the entrepreneur who identifies a demand and subject to
competition and within the law, in the hope of profit, seeks to
satisfy it. In order to do so, he or she orchestrates skills, machinery,
materials, money.

Without entrepreneurs the system will not work,*? It is not the
workers alone — whether they are manual or management
workers — who provide goods and services. It is workers mobilized
by the enirepreneur,

But there will not be suceessful entrepreneurs unless there are
both substantial rewards for success and sanctions against failure,
Pcople are only going to risk money and endure the tensions and
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anxieties involved if there is hope of substantial reward. The same
is true of managers and investors. We must not grudge, as we do
now with our vicious taxation, high net rewards. If we continue
to do so, we shall nof have entrepreneurs in this country: they will
emigrate, or they will opt for a more secure existence in one of
the bureaucracies, 1

The uncertainty and the competition that entrepreneurs meet is
fierce. One of the outstanding political philosophers of this
century has described competition as ‘the perennial gale of
creative destruction’.t2

- The pressure of competition keeps the entrepreneur serving the

public because he can only survive by serving it as well as or
better than his rivals. So the system will not work without
competition, without entrepreneurs, without rewards and sanctions,
And it will not work without profits, Profits earned in competition
“indicate that the supply of goods and services is provided efficiently
and attractively enough for consumers to pay more than their cost.
Profits should be hard to earn but respected when earned, In the
private sector, investment and growth can only be financed out

of profit. Profit is not what is called zero-sum. My profit is not
your loss. Everyone gains from the extra efficiency that
competition brings,

Profit-making free enterprise is the base on which all our public
services rest, Free enterprise provides the exports, visible and
invisible, to pay for our imports. Free enterprise provides the
earnings and the profits from which most of our taxes to support
the public sector come,

The more efficient free enterprise, the higher the earnings it can
pay and the larger the tax base. So the public sector utterly
depends upon the efficiency of free enterprise. It is no good urging
more money for the National Health Service or for education or
for whatever cause and at the same time Ignoring the conditions
necessary to enable the free enterprise sector to flourish.

You may wish to cross-examine me on poverty. I would
explain that, if allowed to, the market will provide a constantly
rising set of minimum standards — including rising minimum
standards of income. T would explain that there is now very little,
if any, primary poverty in this country — that is, households with
too little income, if reasonably managed, to pay for sufficient
necessities, as currently conceived, Some special groups, such as
widows and disabled, have too little income in general for their
special needs.’

But though there is little, if any, primary poverty, there is in
this country a substantial amount of secondary poverty: discomfort,
shortage and squalor, It exists in homes where there is an
inability to put what money there is to good use. The fact is
that whether among the elderly or among two-parent or one-
parent families there are copers and non-copers, No one knows
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how in a free soclety to teach every non-coper how to cope, What.
is known is that in many cases extra money does not end
squalor, '

So we have the purpose of raising the minimum income
standards;: of trying to help the non-copers and, particularly, of
providing more help to special groups such as the disabled and
widows who could put more money to excellent use,

Where will the extra resources needed come from? They cannot
come from the rich, There are not enough of them — after vicious
taxation — to rescue the poor. Re-distribution has already gone
further than is sensible and now is actually reducing national

~ wealth by discouraging wealth-creators.? If every penny abave
4100 per week income — earned and ‘unearned’ - were confiscated
and redistributed, the net gain per person in the whole
population would be under yop per week. More redistribution
certainly cannot raise incomes or benefits, .

The fact is that it is only from the increasing efficiency of the
free enterprise system that higher wages can be paid out of which
the tax base will rise, thus supporting hoth higher earnings for
those at work and more benefits for those who are dependent.

Poverty is relative, As the general standard of living rises so
daces the definition of poverty. Indeed, by this measure poverty
will always be with us — in the sense that there will always be
some who are relatively poor. We can never in a free society
eliminate differences’in income. What we seek is a minimum level
of income so high that all have choice and plenty. And, as T have
argued, the most effective known means of doing that is by
allowing free enterprise to operate more effectively. Some say
that I advocate a return to laissez faire. Of course 1 do not. No one
wants unrestrained laissez faire. There must be a framework of
laws and taxes and services within which the matket system can
do its work of raising living standards, 14

The purpose of laws and taxes should be to encourage people
to do in their own interest that which is in the public interest. The
purpose of the services should be to provide for people that which

" they cannot as well provide for themsclves. The laws can lay down
any restraints that are considered sensible on what can be bought
and sold, on the limits of pollution, for example, on the limits of
noise, on hours of work, on safety, .

In brief, the market system is the greatest generator of national
wealth known to mankind: co-ordinating and fulfilling the
diverse needs of countless individuals in a way which no human
mind or minds could even comprehend, without coercion,
without direction, without bureaucratic interference.

But the market order does not only more effectively than any
other system, serve our interests as producers and consumers. It
also sustains our freedoms,

Consider for a moment the position of five key figures in any
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society: the artist, the writer, the reformer, the critic and the
inventor, These are the types of individuals who can changea
society’s attitude. Each of these needs some resoutces at the start,
to support him while he is gathering and shaping his materials and
developing his work to a point where he is self-sufficient, The
support is needed before he is successful or well-known. In a
command society where virtually all wealth is owned by the state,
such support can only be sought from officials, There is no
widespread ownership of money. There are no independent
businesses or foundations. It will not necessarily be easy for our
critic or our reformer or our artist or our writer or our inventor to
get the support he needs from officials, parficularly if his purpose if
critical of the officials or if it is unfamiliar or unfashionable.
Suppose you are a prison reformer or one who wishes to change the
treatment of mentally handicapped children; suppose you want to
publish a book; suppose you want to do some research or publish a
pamphiet or to call a meeting or to hire a hall, all of which
involves some money; you have to go in front of officials and ask for
it, If they are doubtiul of your purpose they will not give it to you.

In a free society, it is very different, There are scores of
thousands of businesses, large and small. There are hundreds of
charitable foundations. There are millions of households in this
country each with hundreds of pounds of savings; there are
hundreds of thousands of households in this country with
thousands of pounds of savings; and there are thousands of
households in this country with tens of thousands and more of
savings, All this variety gives to any one of our people — artist,
writer, critic, reformer, inventor — a range of patrons for support
during their formative period. If they cannot get help from a
foundation or a firm or a combination of these, then they can go
to individuals and groups of individuals,
There are therefore innumerable sources of help for the reformer,
the critic, the artist, the writer, the inventor — individuals whose
work shapes and improves a society, individuals who are the yeast
and the stimulus of a civilised community.

I will give you an example of the link beiween cultural,
political and spiritual freedom and the free enterprise system.

Who is the person who in the last 150 years has most changed
the world? Can there be any doubt? You have guessed. It is
Karl Marx. Now Karl Marx was expelled from Germany; he was
expelled. from France, he was expelled from Holland, In each case
as a revolutiopary. He came to this country as a penniless
political refugee — and for 25 years he worked away in the British
Museum Reading Room. He wrote Capitall® and he launched the
Communist, Manifesto, .

What did - he live on? Did he live on supplementary benefit?
Did he get a.pension from the government? No, he was supported
by one of the large number of owners of wealth in a free society.
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He was supported for 25 years by a Manchester business family
called Engels.?® ;

Do you suppose that in a command society a man like Marx,
dedicated to revolution, would have been supported in freedom
for 25 years? It is only a free society that sustain reformers, eritics,.
writers, artists and inventors, That is why decentralized ownership
of wealth and decentralised decision-taking ~ the decentralization
which is the essence of the free enterprise system ~ is-dbsolutely
vital to freedom,

You may say that I am being too dramatic in comparing the
market system with the command system. You may say that no
one is really threatening to impose a command system on us,
Well, let us forget the confessed Communists ancf' the unconfessed
ones too. I readily accept that many in the Labour party are
democrats and certainly do not want a command society. But, as
I have tried to explain, the market system will only work properly
if it is competitive and profitable and if the entreprencuis are
encouraged to function and if the need for rewards and sanctions
for entrepreneurs, managers and investors are all respected,

If socialist/social democrats destroy conditions essential to a
flourishing market system, then the capacity of the free enterprise
sector to support the public services and to sustain all our freedoms
will dwindle. Already we see prosperity and choice being eroded.
Unwittingly, social democrats, driven ever leftwards by natuzal -
momentum are destroying features such as selectivity in education,
freedom of jobs, freedom to price, pay differentials, rewards for
success that are essential to the system. We may, therefore arrive
at the destruction of the decentralized free enterprise sector not.
by way of a deliberately imposed command system, but through
the purblind erosion of all tﬁe conditions necessary to enable the
frec enterprise system to work properly, : :

That is why it is so important that we understand the market
order. Only if we understand it will we nurture it and enable it to

+ do its beneficent work, and only by imparting this knowledge will
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we discourage the public from acquiescing in its destruction. .

I'am not saying that the market order is perfect. It is not. But
it containg within itself the source of constant improvement, It is -
a self-improving system. T defend the market order not as perfect
but as Churchill defended democracy, ‘Democracy® he said, ‘s
the worst system yet invented by man for his own government —
except all others,” And that is how it is with the market society
today. It is not perfect, it is by far the best in existence.

Yet, some of you may say, am I really defending a system like
free enterprise with so many scandals? Do you think there are no
scandals in a socialist or a command society? There will be
scandals in any human society but in a free society with a free
press many more of them come to light than in a socialist or a
command society. :
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You may ask if T am really ready to defend the profits made
from housing? Yes, indeed I'am, In fact, I believe that only if we -
allow housing to be provided once again for profit — rented
housing as well as housing for sale ~ will we offer housing choice
to all citizens, whatever their income, A

I am assuming that we help the worse-off by negative tax or
some such system,

You may question whether I would go so far as to defend
profits made from property? Indeed I would. The provision of
property is a proper function in a market system. It involves risk
and uncertainty and the supply will better match the demand, as
in most things, if the decisions are taken by those who stand to
gain or to lose in the outcome, What is not defensible is the
state of inflation created by governments which allowed property
development for a short period to lead too casily to a paper
fortune. Many of the paper fortunes made because of inflation
have been destroyed since by the bursting of the boom. If there is
no inflation, then property profits are just as well earned and

~ deserved as any others.

It is only the market order that really enables people to choose
their own life style. With all the choices that the market offers,
much work for good pay through to little work, little pay, people
are freer to do their own thing than in any other form of society,

Some of you have closed your minds to what 1 have been saying,
Some of you were convinced before T started of the truth of what
I have said. Some of you have open minds. I ask those of you with
open minds to compare like with like. Do not compare our
shop-soiled reality, with all the imperfections that successive
governments have imposed upon it, with some blue-print of a
Utopia that doesn’t exist — and will never exist, Compare like
with like, Compare practice with practice. Compare our imperfect
reality with the reality of a different system.

Compare the standards of living and the freedom in countries
that have adopted the market order, and have adopted it
sensibly and effectively, with those that have for fifty or more
years had a command system. Go and look at countries like
Switzerland, Western Germany, America. Some of them are run
by political opponents of mine. But I say to you that the West
German Social Democrats understand how to use the free
enterprise system for the good of all better, alas, than have the
Conservatives sometimes in this country. You will find in West
Germany and Switzerland freedom and the rule of law; you will
find social services better than éurs; you will find a far higher
standard of living than here; much wealth, but you will find very
little poverty.

Compare the successful market society with its freedom and its
prosperity and with practically no poverty, with any society that
runs itself on the command basis with little prosperity, much

E 65




poverty and no freedom and whose citizens have to be kept from
leaving the country by minefields and machine guns. These are
the real comparisons and they favour the market not the command
order, o

Bow Group

Norwich N
10 July 1976 . {
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THE HUMANITY OF CAPITALISM :

Taose of us who'defend what I have called ‘the market system’?
have been inclined to take certain things for granted. We have
spoken of the connection between an economy regulated by a free
market and freedom and assumed that the connexion will %e
ohvious once it is stated, But that is a mistake; the convictions
we have taken for granted, that in fact most of us in Britain still
share, have been lost from sight.

_ Perhaps we who defend the market system have contributed to
this by talking of the ‘market mechanism’, the ‘price mechanism’,
the ‘signalling system’. This talk has obscured the fundamental
assumption about human beings on which the defence of a free
economy rests. It is the assumption that men are not machines,
not instruments or mechanisms serving ends outside themselves,
that they are rational ends in themselves, It is the denial of this
assumption, the reduction of men to instruments of social
cnginecring that constitutes the essence and real inhumanity of
socialism, :

The denial of humanity on which socialism rests appears in the
socialist insistence on sceing human beings as productive factors,
bundles of interests, workers or capitalists, soldiers in a class war,
indeed as anything but rational, choice-making beings. The one
sdea that has been lost and that we affirm is that a man can
choose. A human being is not just better than a chimpanzee at’
getting bananas out of reach, Men can choose not to want the
bananas even when they are hungry, Men can choose even to die
because they will not be slaves, .

This capacity to choose is whal we who defend the market
economy understand by human rationality. We refuse to reduce
men to machines. If we sometimes fall into the language of
mechanics, we are using such language as metaphors, We do not
suppose that the so-called laws of economics are like Newton’s
laws. ‘The {aws of economics are not regularities in inert bodies
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moved by external forces. They are regularitics in the way in
which rational beings tend to make choices under certain
conditions for certain purposes,?

Because men can see and choose alternatives, they can
conceive of different ways of living and want to put their ideas
into practice. Civilization as we know it is based on a reverence
for this capacity of men to understand and choose, to manage
their own lives in accordance with the ideas they invent and
arrange. This is what we sum up in the phrase ‘respect for
human dignity’, And wherever the notion of human dignity has
fiourished, the worth of 2 man has been understood to depend on
his capacity to manage his own life and to respect the efforts of
others to do the same, on what we sometimes describe as the
ability to be responsible for oneself.

Men who do not understand themselves as rational, responsible
makers. of themselves cannot care about individuality. Instead
they construe any differences among human beings as victimization,
and develop a passion for removing all differences. Thus the
reduction of men to machines has inspived the carrent obsession
with ‘equality’,

We who value human dignity cherish the differences that reflect
the freedom of men to fashion their own lives in their own way.
We value a market economy under the rule of law, and we value
equality before the law above equality of income, because this is
the only social arrangement that enables men to associate and io
do things together and, yet, to run their own lives. We oppose
socialism because it means a government that runs men rather
than makes rules for men who run themselves, )

We are not opposed to all interference by government, as
socialists claim, We do not advocate a free-for-all when we defend
a market economy, A belief in letting individuals decide for
themselves how to earn and spend their money js not in any way
whatsoever a belief in economic or any other kind of anarcKy. We
have had quite enough of the nonsense conjured up by that
unfortunate phrase, laissez faire.

Nor do we believe in a ‘natural struggle for existence’. Tt was
Herbert Spencer, the mentor of the socialist Beatrice Webb, who
saw relations among men in society as a nafural struggle for
existence in which the strong beat up or eat up the wedk. But this
is nothing like fiee enterprise as we understand it.

When swe oppose the kind of interference that socialists
advocate, we are not denying the importance of what governments
and governments alone, can do, We are advocating a particular
conception of government as a maker of rules for men who want
to fashion their lives for themselves, who may want to make
gardens, write poetry, play darts, chat with friends, watch the
sunset; in short, not to be mere drones who ‘serve the national
interest’ or ‘increase production’,
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ialists tell us that the arrangements that made us efficient in
\vasi'o:;rill make us efficient in peace. The efficiency promotcc}( bya
free market is a very different kind of cfficiency. A free market
economy is efficient at providing what individuals running
themselves choose for themselves, That is not What socialists even
pretend to want, and that is why they urge us to seck _tlllp
efficiency we had in war when we are at peace. A somai‘ 1si;l A
economy is a permanent war economy, But we who fie end a ;‘.ee
market economy distinguish sharply between a government acting
as the headquarters gf an army and a government acting as a
frec men and woman, )
ru'lf‘li;: I;'ulf.: of Jaw that governs a market economy does not spew
forth directions or orders for how to live or even for how to get N
rich. It allows men to choose whether they want to try to b% ric
or to live quietly doing something they like which does np&: oring
or rcquire%uch money, And gys lflndtof c?mcea:}v:;i:&nm er
intrinsi reserving human dignity, to a hum; .
mt'i‘llr::ssl ci):?déii(:ls humgn dignity that lies at the heartof a prc':ff:rcnce
for a free market economy is coupled with the kind of humi 1t¥1
that has been taught by the Judeo-Christian religion. Thl; 1;} et
humility that comes from recognising that man is not God. Mos
socialist thinking is based, with varying degrees of self-consciousness
and coherence, on the belief that man can escape human Hind
limitations. This aspiration to be more than human lies behin
the current obsession with security, the difficulty that men H(AW 1
have in accepting risk, uncertainty, failure, dlsappomtment: cl; :
this desire to escape from the human condition makes some ready to
grasp at the inhumane vision offered by socialism, i .
What we, who prefer a free market economy, oblige _oursfq ves
to remember is that any attempt to relieve the difficulties obl
human existence by destroying freedom of cheice under stable .
‘yules, destroys the humanity of men. Those who urge us to tryf or
perfect security, are urging us to pretend to be able to escape from
human limitations, It is a road to an inhumane existence. N
We, who defend the free market cconomy, recognise that ecguse
men may choose to live differently there are, and always ma?'r €,
some who prefer not to, or perhaps cannot, make their own 1vesf,
those who genuinely wish to escape the risks and uncei‘tamtws o
being wholly responsible for themselves. To such peopI e we cf:.an
say that a free society can accommodate within it enclaves o A
those who prefer the reassuring discipline or comforts O'fb?a tight
communal life, whether in the _forrﬁ of a commune, a kibbutz, a
n army, or a nursing home.
m%l&siﬁg’ ,r:vcrse ig,not true, An%l that is what we must nc\ffar
forget. Unlike those who want to run us all as parts of alr‘l arm .
we, who want to preserve a free economy, will select policies t zil .
can accommodate or care for dependent people in such a way tha
will not punish or destroy independence,
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"The morality of those who prefer the freedom of choice that a
{ree market economy can give us is the foundation of our
civilization, But it is also the most difficult thing about our. . . .
civilization to understand or explain, It is besides easy to lose.
And we have been careless, We must return to securing and
enlarging what socialists are bent on destroying: that - :
understanding of human dignity for which Britain ysed to be
admired,? .. 3

© The Times .

28 July 1976
(Reprinted by kind permission)
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EQUALITY: AN ARGUMENT AGAINST

Across a wide spread of intellectual opinion income equality is
accepied as a noble and heneficent objective — and policies to
move towards it are recommended and even adopted.

People of goedwill have been manipulated into confusing the

' ideals of climinating poverty and of raising Hving standards with

egalitarianism.? I shall argue that we can and should eliminate

poverty, in the sense of inadequate income for decent choice, but
that the pursuit of equality, far from achieving that purpose, will
actually increase poverty and install tyranny, If these views seem
shocking, that is merely the parochialism of the post-war Western
world, ''o earlier observers they would have seemed self-evident.?

I am not arguing against some kinds of equality: equality
before the law and equality of opportunity are both chjectives
which we should certainly aim, so far as practicable, increasingly
to achieve. They both enhance freedom. It is the pursuit of
equality of income which endangers freedom, prosperity, and the
prospects for eliminating poverty,

Of course there is little primary poverty in Britain today but
there is a great deal of secondary poverty — mismanagement of

. income potentialiy enough for a modest standard of life. Then,
there are large numbess of people, managing their incomes
skilfully, who are, if not poor, then very hard-pressed indeed; and
whotle groups like the disabled, widows and some one-parent
households who, however well they manage, have special needs
which are not yet adequaiely met,

Now while no society can eliminate every case of poverty —
because some result from, say, gross mismanagement or alcoholism
— we should aim to eliminate poverty as such — and we should be
able to do it, provided only that we do not follow egalitarianism,

. the endless pursuit by redistribution of more and more nearly
equal incomes, :

For the total wealth that a society has is not to be taken for
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granted nor will it necessarily grow, Our national income depends
in a highly competitive world upon our performance — as farmers,
manufacturers, providers of services, And that performance
depends upon the enterprise, judgment, initiative, effort, skills of
millions of individuals — making decisions, taking risks, investing
effort, 1ma.gination, cooperation, money.

An egalitarian policy squeezing differentials, high direct
taxation on nearly all income levels, discouraging capital
accumulation and transmission, narrowing the gap between the
incomes of successful and unsuccessful, will discourage wealth-
creators,?

1t is no good pretending that the crucial decision-makers can
be replaced by public officials, No civil servant, however clever,
can respond centrally nearly as sensitively or effectively fo the
endlessly shifting changes of home and world demand and supply
as individuals do, whose careers, families and savings depend
upon their being right more often than wrong in judging the
market. '

The combined effect of lack of the incentive of private ownership
and of bureaucratic control explains why a country as rich in
resources as Russia is so often on the verge of famine, and has to
buy wheat from America whose capitalist system they continue
to mock — with a straight face.

I am not saying that there was no scope for some redistribution.
To pay for government spending and to help those who need help .
the beiter-off should contribute more than those with lower incomes.
But government spending is too high,* and the progression of
direct taxation is too steep,® The combined result is that we have in
Britain long passed the point where redistribution helps the poor -
or anyone else except the increasing number of officials employed.
on increasingly complex tax and benefit systems.

The marginal rate of tax is resented at almost every income
level as discouragingly high, and more and more of those talented
people who can create jobs and prosperity are opting out or
emigrating.

And yet the talk continues to be of still more redistribution,
There is scarcely anything left to redistribute. Redistribution has
alveady gone so far that if all net income — that is, income
after tax — above £100 per week were confiscated and
redistributed, the benefit would be about 7op a week per head.
Even if redistributed only to those with below average earnings,
there would not be encugh to make a significant difference — and
the loss of wealth-creating and necessary skills would grow to a
flood., “You do not’, as Lincoln said ‘make the poor richer by
making the rich poorer’,® Besides, the concept of equality of
incomes is unrealistic; incomes would never stay equal — except in
the graveyard, People differ in their capacity to retain that which
they have; to put it crudely: cqual at dawn; unequal at dusk, .,

76

)

0o

R

W #

~

Moteover the working of a free economy depends upon
differentials at every level. Differentials attract people to jobs
where labour is scarce; they make long training worthwhile; they
recognise effectiveness, hard work, long work, skilled work and
responsibility, Abolish them, and the supply of labour for cosy
jobs will outrun demand, while difficult, dangerous or unpleasant
jobs will be unfilled. How many would rush to endure the
rigours and dangers of an oil-rig for the pay of a postman?

If rates of pay do not recognize the diverse character of jobs, it
is unlikely that all jobs would be filled voluntarily, Direction of -
labour would be needed.

The more government levels people and incomes down — by

_ discouraging enterprise and initiative and squeezing differentials —
. the less productive the economy will be and the less incomne there
! will be for everyone, including those who need help. ‘

It is no use imaghiing that we would be better off with a smaller

national income cqually shared, and do without the wealth-

* creators. If we discourage enterprise we shall rapidly descend to

_ a national income far too small to maintain anything like our
present standard of living, let alone improve the conditions of

* those who need more.

Egalitarians should face the fact that equality and prosperity

" are incompatible. And anyway, people do not want equality.

" People want more — for themselves and for others. But equality, -

! and even any imposed approach to equality, is the enemy of more.
Tt is not only I, a Tory, who say this, Dubcek asserted in the
April 1968 ézechoslovak Communist Manifesto

T think that the pursuit of cgalitarianism is the most important

obstacle to higher living standards. Egalitarianism encourages the

lazy and the passive at the expense of the dedicated and the diligent.

‘We shall do better for all, including those now poor or
hard-pressed, with a market economy precisely because the

inequality of rewards and benefits involved will create greater
- wealth, which is bound to raise general living standards and can
'he used to increase social benefits for those who need help,

We can eliminate gencral poverty — but only by a free market
economy and by ways which do not destroy the incentives
necessary for the market system to work effectively. Less
government spending, lower direct taxation, competition and
come form of reverse or negative tax or tax credit system. These
are the jnstruments for increasing prosperity and eliminating
poverty.?

The inequality of rewards by which a market economy functions
is not unjust. Most people accept that there should be a connection
between the effectiveness of performance, within the law and
subject to competition, and the reward.?

And most people want to give their children a good start in

life. If we stunt inheritance we will discourage some for whom
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transmitting capital fo their children is a motive, and we will
make a one-generation society, consuming and not creating
wealth. '

Besides, there are achievements — farms, collections, private
businesses, family houses, for instance — that may flourish best for
varying lengths of time in successive generations of a single
family. Such achievements enrich life widely; whom will their
elimination benefit? ¢

Egalitarianism destroys not only prosperity but freedom and
culture, The fewer the individuals with independent resources,
the greater the dominance of government, Morcover real freedom —
in religion, in politics, in art, in enterprise — depends upon there
being many possible sources of financial suppert. If government
becomes the only patron, then freedom — and cuality — will die,

‘The man who has most changed the modern world, Karl Marx,
could never have written his explosive works but for 2 sustained
subsidy from Engels, one of the myriad of independent
decision-makers that a market socicty creates, .

These independent decision-makers with funds of their own —
rich individuals, businesses, charities, groups of average not-rich
people — are potential sources of support for ‘variety, innovation
and spontaneity —in living, in art, in science, in enterprise, in social
reform, in recreation and sport. The state should not be the only
patron, for fear that, as in Russia, artists, businessimen, potential
critics-and reformers will be forced in order to survive to conform
to the state’s taste or requirements. Many social reforms, many
innovations now taken for granted, much art were only made
possible by initiative, support, patronage 6n the part of people and
firms with resources. L © LB .

While explaining that inequality is indispensable to freedom, to
prosperity, to art and to the elimination of poverty, the champion o
the market order does not have to endorse every degree of :
inequality, To advocate a free market and the necessary
differentials is certainly compatible with redistribution of income
to those who temporarily or permanently cannot provide for
themselves. Indeed, inequality and the high levels of income that
a free economy generates make generous lg1e]p practicable and
raises the standard of living and minimum levels of income.

We who favour a free market economy insist on a safety net to_

support those who for one reason or another cannot support
themselves, But we seck a safety net that will promote rather than
diminish peoples’ capacity to live as they individually choose: an
aid to self-reliance rather thanvan invitation to'apathy, That is why
a tax-credit or a reverse tax system is an important aim.,?

Suppose, however, to return to equality, that incomes were
equalised. Would that satisfy the egalitarians? No, The zeal for
levelling would shift from economic to other targets, We have
already seen freedom in medicine attacked, 19 Already educational

78

N —

tice attempts to prevent differences of talent and aptitude being
E\f:fugitcd andlzlevélgped. How closely, I wonder, would we come
to the alpha or befa plastic surgery faces — z,iwarded by government
for political conformity — in L. P. Hartley’s 1984 nightmare

-Facial Fustice,

.. will turn this country into a totalitarian slum,

Nor should we ignore the attitudes and motives thath nouf'lsh
egalitarian politics — pursuit of power, envy of those who are 1
different, passion for domination over a battery-hen S(‘mlet}" mta
adding up to a hatred of diversity, Of such motives are tyrants
miir?él it is only a small minority that believes in equai'lty_ an(cll an
even smaller minority that wants to impose it. The mz?_]cnluy on’t
want equality, They want more for themselves and for ot 1cr?.' .
Qnality and quantity matter more to most people thfan egug ity.
Yet the pursuit.of equality will destroy the chance 1(1) rf}o};l e by o
damaging the springs of wealth-creation. Making the ric %c.)pr ¢
does not make the poor richer, but it does make the state strong ;
— and it does increase the power of officials and pohtlcmns‘i{ power
more menacing, more permanent and less useful than mazl eii)
power within the rule of law. Inequality of income can only le_
eliminated at the cost of freedom. The pursuit of income equality

" © Observer
;22 August 1976

(Reprinted by kind permission)
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