29th January, 1943.

My advice would Be as followsis

GELGT L TR o To wes o ntust b od Do
1. - That Eh.mm"n ; { QM ACh
prineiples of the Beveridge Hepors. . +Als wou
of courss, being-commiited -t BVORY ; ..

2.  That, te-implement this seseptance, it should usddr-

take te imtroduse & bill during the.gourse of the yesr
setting up a Ministry of Social Sequrity. That this
NMinistry would be charged with working out details and
preparing plans aad agtuating other Departments to prepare.
plans in regard to those portions of the scheme which '
affested them. . - , : - : _

S. That om the very geed primciple that mo government
should euberrass its sucoesser, ne precise.date should be
fixed for the introdwstion of the higher scales of con- -
tribution snd benefit (save in the case “of -family allowsances)

4. That the goversment sheuld at once 1ut%%"ﬁﬂ?’ﬁui -
Treasury the Debate (or whatever the appropriate”
department is) to prepare a scheme of insurance for incomes
higher than £350 by which each income group should pay in
premiums and receive back in mpplmtli"r‘ﬁﬂli-t}ilmol
amowRts preporstiomal tao-imngome, all incomes in excess of
£1,000 Belng reckomed for Buie e rren 00 . FheL ap sous

P ums AN ; o8 egwel e £1,000. , AREY a8 BoON as
this schens was ready 4% shouwld be iatroduced, s1imi) tansously
with 924 Wikliam Beveridge's propesed Fiat rite of 8/« for
cachﬁ_mn after the first. . .. . .. T

5. Thatiif the pressnt. govesmmen 3 had 158 hemour $o’be
wiivie for: imtroduwsing the. osher parts of the schase,

1t wonld feel bound: te declare,a meratorius on all “other
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social or unrestorative legislation involving sub-
stantiaY cost for a period of ihree years and, by way
of preparing the ground, to enter into negotiations
with representatives of employers and of organised
labour to secure agreement im principle, subjest of
course to exceptions and the contimued fumetioning of
8 free system of collettive BaigaiWimg) Vo s similne
moratoriym in regard to ineresses qf salsry and wage
‘BONLqE LOr W perigd of ‘tuo Yeurk. S Tie Desis of this .
“propostl ig-tha nzdd ot to -distridbets tieredake
than exists must X elthe P to Hriflation, aimost -
unjust amd injurious method of disguised taxation
with‘an aft@rusth “of react¥ion, dr 'to indmstrial i .
348~ 1fthe profit sotive :1d 1llumimmted ‘the .

VIESC Canmt ‘gome’ modification might be made in the =
saeliyloyment benefits part of the seliems on a double
Mesis, vis. Scheme A providing full security, perhaps

1 mxgir, William offers, for those prepared to

¥ their Gecupation ir the event of being uRem-
#84 1n s industry déclired -to havé redundant :
. SAPAGILY, this scheme to be volumtary ju drder to .
Pl pve traditional British l¥vertids, and Scheme B
vhere banifits give subsistance but a standard of liviag
substantially below 'that earned ¥y those at work.. :

1. Thig_should be broadly Wr!rotﬁJuMm
g ue ol P s T e
. in suéh.p Wiy as to'secure this interpretatiom. == -
. Gritia rao‘:uwu that thé-comcésstlon was hodlew . .

since no 4até wap mntiondd.’ This wounld: foree them ..

onR 10 very weak groumd sinmce who bui s medman wowld .. .
Je to fix a date now? - and the point

adeut & goVErmmbo ‘fot: comint teing 118 (gueasssor: An
T xeddd. ;. on the other ‘fan@] shink 1t essentisl te.
set up the ‘Wuistry of ‘Soctil’ Securdty 8t once. . ;;;%Nl
is the mimtmum required to show that the go
means business. .
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2. I recognise the validity of your;point about the
.United States, but feel that this is & very dangerous
principle. . We must surely draw & sharp distinetion .
between adgpting polieies which nlat be. an obstacle for
geod. .or bad reagoms to mﬂ.gn eollaberation in post-war
interastiopal eeconomig affal n - sugh gouciaa 1. b -
.eschowed at all gosts mm z whic ArTaAss
us, . in our mloc: hennor '@QJ,.r tﬁs
'&l‘v S O , — e _

. ve voulé te tho Americans (1) that no date was
fixed and tbat mo :intention of introducing the
scheme until we we thorcughly able.to stand om our own
feet, (11) that since the scheme only involved an internal
redigtribution of. imcome it would not affect our external
balanse one way or the other, ymleag (iii) ‘it was carried

eut by inflation and this we were guarding against by the
. 1 meificd in paraarnph 5 of ny proposnls.

Pnrthmoro, ir I read the aimation aright,
Bnttod States Admimistration, whether Républican or
JDemocrat, is nov morally bowund to introduce a Beveridge
plem. This will Be uppopular in certain secdtions and
particularly .oubarrsssing to the Republicans .Af they have
to do it.  But simce they Will have to do ii, if they are
in, on ordinary dntimormg grounds, tl vnl secretly
nlemmml‘.pdmtutogoam And though
this will not stop ¢ dsing 1t as a sti¢k to beat us with
their sosret wighes will moderate their ardout in giving
pusishment. T | | .

Over nni Adeve.all this, I tnn 1t 18 ﬂﬂﬂm on.

a fatal sowrse o trim on such & very large mtter of
~ pudlie poliay om whieh there is streng pub QW&!&M
‘%0 get something far mething frem the. ie¢ans. You
yourself recognise that it wonld be gquite Impossible to
state this motive im public. But t o ia a 1imit beyond
which it 45 damgerous to go im. dct {niﬁiﬂ&lollcy by motives
which cannot be revealed. Ak one such a
jurist as to hold that a dcnocratic government ‘sust lay all
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its cards on all points on the table 21l the ‘time. Human
affairs nust be conducted with discretion and wise leader-
ship may heve to lock certain sedrets in its bosom. - But
it must keep a sharp check onm itdelf and coafine this
method %o 'small péints-or chies’Where it is dolng what the
pecple ‘really ‘wants 1f only”jRey €ould dndérsténd the & -
1sgu88 oF wvoiding pitfaylisior wiish'il $ould be diffisult
to explain the dangers. ' Bt it Wek¥-not go &éad aghinst
public opinion om & major issue - and this has for good
or 111 become such, its mo good recriminating about the
past - for a motive which would n8t be aspproved. This
wonld; Pe an-buge of its discrétionary prerogative whieh
would Jead to grest trouble im the end. |

U UNoW dgain; I em not guite ¢lear vhy we expect to be
i#i.&ian & precarious posiiion after the war, I wigh you
would gét ‘ons of the pecple to analyse our foreign balance
after the last war. My impression is that a large part of
the le is that we intend to impose on ourselves a self-
denyilg ordsnancs, bywhich we do mot get the full prices
fo% our g¥ports which the world shortage would érable us’
mo¥ £S5 14t freights for shipping rise to the market level.
Mow thig way bo perfectly right, in-order to prevent -& -
warld wide inflation of prices an péne¥al &isorder, but
‘£t wotld be'a contridbution-¥y us to the commion caude and
it should de wumderstood that we are oily able and willing
%o maintain this control of prices 4f Lease/Lend is gon-
~ tinwed., -.(gn_p_a,rs‘qn_t,[onght*not tiiy notion of Lease/Lend
to be clatified mow that the United Btates aré in: the ‘war
©n the limes of a financial pool amalogous to eur pooling
of shipping, raw materials, arms ete.? If this impression
is corfeet, we shall mot be in-the positicn of & bankrupt
pRadeont, :n@‘thog@?ége ‘bgmgo'!‘gﬂlyfiujoum vig-a-vis
f. B 8Tates 1n the twy bad years, but ‘enly the vietim
of self-inposéd difficulties, 4iffisulties which we impose
for the comson caugse and ror wh éh’ $hérefire we are not.
., merely morelly sptitled but phy: iedlly abdlé 'to deménd
quid I}Ii"o;”‘ﬁbg ‘as consideration; im ths form of extended
- Lesge/Lend. . o
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3. Paragraph 5. The distinction between Years and
,tneym- there mede 1s based on my view tha non~
beneficiaries of Beveridge bounty should be as well off
%’1, viz. efter paying the extra taxes _eontributions,
'er three years as they were at the be ng. Therefore
I contemplate that in the third year it would be possible
to raise wages hy the ammount of the workers' sontridutions
wvithout emsroashing om prefit. Naturally I would not say
this in so many words, since it would de am invitation to
take an ineh whieh mpt lead to an ell Being demanded. You
see I ax not a jurigt! I might even go so far as to maggest
ingert. the word "three™ in both places, having it in
mind that in the difficult negotiations with Trade Union
leaders three would safely be reduced to two.

4. In my pamphlet on population I have worked out scales
of contribution and benefit in great detail for a middle
¢lass insurance scheme. I think the results are Yery
satisfmctory. Only the results will be publighed, since
the Press refuses an account of the methods of reaching
them on the groumd that its publie would not be interested.
But I ean gshow them you.

Inthommlpm'mteflnimm-lmmthum
the last year I have had to deny myself various earniag
opportunities, which I should normmlly have taken, on dig~
eretionary grounds, while guite failing to balance my
budget - I have written an article, which may appear on

st-wvar employment. It is mainly on the solid ground of
ade cycle problems and the control of timing of capital
works, but I have included the proposal made in paragraph 6
above. It camnot do harm to veatilate this iden, which
I have not heard mentioned in any offiecial quarter.

(Intld.) R.P.H.
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MINUTES of a Maeiting of the’ Commlttee held
in the Conference Room,u R chmond errace,
. on FRIDZY, 18T TINITL z, at 1 M.

PRESENT:

.. 8ir Alfred Hurst, :
- Reconstruction ecretariat-
%In the Chair

Sir Cuintin Hill, Sir Wilfrid Eady,
Reconstruction Secretariat. Treasury.

Sir :lian Barlow, Sir Frederick Leggett,
Treacury Minisury of La our and

National Servise.
Sir Henry Frengh,

Sir Donald Fgrgusson
Mznlsnr of “grlcuiture Ministry of Food.
and Jisheries.

Sir Ccoffrey Whiskard, _ - Mr, J. J. W. Handford,
Ministry of Works and Scottish Office.
Planning. ;

Mr. H. H. Geor ‘ Mr. G. L. ¥atkinenn,

s W1nﬂswrv of- ealth ------ . Board of Trade.

THE FOLLOWING WERE /LSO PRESENT:

Sir Cernelius Gre Sir Lindsay Scott
Board of Inlandg avenue. Ministr yof Airéraft
N Production.
Mr. E. M. G. Jebb, Mr. P. A. Clutterbuck,
Foreign Office. Dominions Cffice.

-1~



Mr. WwW. groft,
. India Of ice,

Prof'essor G. C.
Board of Trade.

“ppofessor L. Robbins,
Economic Section,
QOffices of the War Cabinetﬁ

“Mri L. G.: P. Free
_Northern Ireland Government

M W. S. urrie,
Scottlsh Office.

Allen,

Mr. R. ‘Enfield,
Minis ry of Agrioulture
and Fisheries.

Mr. A. Bastero R

- Mr.

Mr. R. F.

Mr. &. L. M. Clauson,
“Colonial Office.

M!‘a Ro M NOWG].].,
Board of Trade.
Mr. W. BF. Crick,

Ministry of Food.

Mr. D. 4. E. Harkness,
Northern Ireland Goverment.

Je
Mlnis%ry of Works end
~:Planning.

Harrod,
Paymaster General's Office.

.0‘-..‘.l........‘"...'..I.....‘Secretaryl



SIR ALAN BARL.OW said that the enquiry into the
cost of the proposals made in I.E.P.(42)40 had procesded.
far enough to enable him to say that the cost to the
Exchequer would be approximately £50,000,000. After
dliscussion; IT WAS AGREED:-

(1) That Sir Alen Baplow, in consultation
with Professor Robbins, the Ministry of
Agriculture and the Ministry of Food,
should draft a few paragraphs on the
cost &6f the proposals to be appended to
I.E.P.(42)40.

THE CEAIRMAN then introduced a modified version
of I.E.P.(L2)69. PROFESSOR ROBBINS said that ideally
it would be desirable to settle the main lines of
economic pblicy first and to deal with proposals for
particular industries afterwards. SIR WILFRID EADY -
asked if‘this,poinﬁ would not be met in practice if the
Report Qh’Commercial Policy'now being prepared were to
come before Ministers at the same time as I.E.P.(L42)4O.
In answer to enqpires, MR. NOWELL said that the
brocedure for dealing with the Report of the Committee
on Commercial Policy would be decided after it had
been seen by the President of the Board of Trade and
his colleagues who had appointed the Committes. It
was pointed dut in discussion that it was not in
accordance with precedent that a report of this kind

B



should go to Ministers without having been
considered by other interested Departments
at the U.S.E. or a similar committee.

' SIR DONALD FERGUSSON said it would be un-
desirable to hold up I.E.P.(42)40 until
the Report on Commercial Policy was ready.

THE COMMITTEE then discussed and
accepted a number of amendments to the
Chairman's covering note and AGREED:-

(2) That the covering note
' should be redrafted by the

Chairman to take account of
the agreed amendments, and
after consultation with the
Ministry of Food and Ministry
of Agriculture, the Board
of Trade, 72 Treasury and
the Dominions Office should
be at+tached to I.E.P.(W2)40.

(3) That I.E.P.(42)40 should go
forward to Ministers as
soon as possible.

%E%G A PROFESSOR ALLEN said that the
’ interest of the Board of Trade was
§§§°%ﬁﬁ%§m t» that i diment
¢ engure at no unnecessary impedime
SR COnRTAE, : y AP

to industrial development occurred after
I.E.P. L;2>)768 ’ . e
I.BP.42)70. the war. An acceptablc safeguard against



this possibility was expressed in paragraph 20 of the
Chairmen's document (I.E.P.(U)(42)24). PROFESSOR
ROBBINS also emphasised the risk of slowing down
development and MR. WATKINSON pointed out the strength
of the case that would doubtless be made by intending
developers on the score of the bad effects on pdét—war
employment of Government control of development,
After.a discussion, IT WAS AGREED:-

(4) That the Minisry of Works, in consultationm
with the Ministry of Health, Ministry
of War Transport, Ministry;of Agriculture.
Board o Trade and Professor Robbins,
should umend paragraph 32 of I.E.P.(L2)68
to make it clear that care would have to
be taken to ensure that the introduction
of planning did not prejudice industrial
and housing development in the interim
period just after the war. ‘ '

After a general discussion THE"GHAIRMAN said he
would withdraw his proposed covering note (I.E.P.(42)
70), though he would like it recognised that members af
the Committee had et a3l times a right to record their
dissent from its reports.
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SIR FREDERICK LEGGETT said he felt .
that the reference to wages policy in the

‘Treasury document (I.E.P.(42)62) was suf-

ficient and. that discussions of-the
eventual form-that wages policy should
take ought to-come after the stabilisa-

- %ion policy had been accepthed.

SIR WILFRID EADY said that it would be
desirable to indicats in the Treasury

- document, which would be kedt separate

from the Board of Trade document
(I.E.P.(42)55), that workers' organisa--
tions would aecept the steb lisation
policy. After discussion, IT WAS AGREED:-

(5) That Sir Wilfrid Eady, in
consultation with the
Ministry of Labour and th=
Board of Trade, should
redraft I.E.P.(L2)62 for .
thae next mseting o1 the
Committee on a date to be
arranged,.making clear the
importanze of the attituds
‘of the Trade Unions to the
stabilisation policy.

L/5 Richmond Terrace, S.W.1l.
6th January, 1943.
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' Z/ A s b ode ek B Bk f Gfand, o anat <,
{om Liumens Hond /M} wr . ,J% na b W“)\s Fo  wac  pepoe e .
s (Y J osed Rew fnde by tuh b fo surcasafal o bk ot G
- n)a,fz( b @ oa frore pecolacn oy Aomeaty
Thiz srgument is omnly of post-war relevence. Il ig slso
cltogetiier rather doubtful, Iv clearly dates frowm « tliwe vwhen we
were anxious to run an international gold stundurd with inadeckute
¢old production snd therefore to economise gold in every wey.  oince
/[ 1932 the gold production situation has been revolutionised, and it is
) by no means avident that a renewed demand for gold in the East (whieh
/ 2an only become effective after the war if they have a favourable
‘ balance of trade) would do any great harm. The point does not seem
evident or important enough lo set off aguinsl the war-tipe advantuge
of stopping the hoardiug of food, if this is indeed proceeding on iae
scale zlleged. ’

It is thought that Presidential initiative voulc be
reouired for action in the U.S. Do you feel like putting up somelhin
to the £.%.? I heve no doublt you need net eni.~oe on ithe curvency
angnexchange points that I have mude  Love, buu :ould stress the
pointis:

(1) ¥hy should not the U.E. help‘us'eut in ecuity, since we have
footed Lhe vhole bill so fer (these enormous and zounting
debts will be & great trouble to us after the war).

(11) The iroubles that may arise if fuod saortages becoue more acute
and lead to rioting. ¢

(iii) Seving of shipping.

You might add thet all enlightened peopla; ineluding himeelf snd the
President despise gold now, and it would be & fine opportunity te
exploit the more primitive mentality of the natives!

N.B. It is ciearly a tecticel advantage for us to be zble to put this
scheme up to the U.S., not only on grounds of equity but ss
the only technical method ve can think of for stopping food
hoarding., | .



