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1. introduction

My purpose is not merely to consider
how best Labour can win the next
general election but also to explore
how to create a new climate of opinion,
based on an acceptance of Democratic
Socialist values and ideas, which will
sustain a Labour Government beyond
the life of a single parliament, and so
enable it to carry through major social,
economic and political changes. It is to
this fundamental aspect of our work in
opposition that ‘this pamphlet lis primarily
devoted.

It is now generally recognised that Labour
suffered a severe electoral set back in
May 1979. Although we did well in Scot-
land and less badly in the North of
England, our share of the poll was the
lowest since 1931 and our total vote was
over two million less than that of
the Conservatives. While it would be
pointless to indulge lin a lengthy and
possibly acrimonious post mortem, the
causes of our defeat are relevant to any
discussion of the future. Clearly, if we
could agree on the lessons of the past,
then it should make it easier to find the
right road forward.

Why did we lose so badly? It was not
because our leader was more unpopular
than Mrs Thatcher. If we had been
choosing a President instead of a Prime
Minister, Jim Callaghan would have won
in a canter. Though a number of voters
(particularly in the South and Midlands)
were obviously highly attracted by specific
Tory polices such as those on tax cuts
and the sale of council houses, the
opinion polls showed ‘that the Conserva-
tives did not have such a commanding
superiority on other key policy issues
such as prices and employment. However
painful, we clearly cannot ignore the
events of last winter.

In the autumn of 1978, Tories and
Labour were running neck and neck in
popular opinion. It was the rubbish in
the streets, the piles of unwashed hospital
bedlinen, the silent classrooms, the
“secondary ” pickets and the dead left
unburied which opened up the enormous
gap which we narrowed but failed to
close during the election campaign. The

break down of incomes policy and the
disruptive disputes which followed under-
mined the Labour Government’s claim
to be able to get on with ‘the trade unions
better than the Conservatives and so
destroyed our crediblity as an actual and
potential Government.

Given that what happened last winter was
crucial in determining the election result
we certainly should spend time in finding
out where we went wrong. We have to
consider how best to conduct relations
between a Labour Government and trade
union movement so that such a break-
down in communication does not occur
again; we need to discuss how to ensure
that the later stages of incomes policy
do not end in chaos and disruption; we
can argue whether or not it is possible
to find ways of reforming certain aspects
of trade union behaviour which are
particularly disruptive to the community ;
above all, we must explain the failure
of our economy to grow as fast as our
rivals, with inevitable consequences for
our living standards, employment and
inflation.

the real conservative victory

However, there is one aspect of our
defeat which is not so amenable to a rela-
tively straightforward explanation on the
lines I have outlined above. The election
defeat of 1979 confirmed a longer term
decline in support for Labour. The partial
victories of 1974 concealed the uncom-
fortable truth that many of those who
voted out the Wilson Government in
1970 failed to return to us then. Instead,
they voted Liberal and in 1979 either
continued to vote Liberal or voted Tory.
The unpalatable truth is that many who
we consider to be our natural supporters
(amongst the young, the skilled, and even
trade unionists) are increasingly attracted
to Conservative ideas—on lindividualism,
on the role of the state, on taxation and
public spending, on the position of the
unions and on law and order—and find
Labour’s approach unappealing.

What should we do about this disturbing
trend? I do not believe we should immed-




iately come forward with a whole host
of new policies. To do so would be to
imply that everything the last Labour
Government did was wrong—even though
many of its policies will continue to be
highly relevant. Weakening the NEB,
abolishing the Price Commission, cutting
back on regional and industrial aid—
these activities may make Thatcherite
Ministers feel that they are “ rolling back
the frontiers of Socialism . But very
soon they will find that it is simply not
possible to run a modern economy, par-
ticularly the British economy, without
Government intervention. And Labour
will be able to say “We told you so”.
It would certainly be a major mistake
if we lumbered ourselves with a pro-
gramme of wholesale, industry-wide
nationalisation for nationalisation’s sake.
Such a strategy would be totally irrele-
vant to the country’s problems, and
electorally damaging.

Before the next election, however, we
must have new ideas and new policies
where new difficulties arise or where old
ones have become more acute. What
do we do about energy shortages? How
can we combine the enjoyment of the
fruits of new technology while getting
back to Ifull employment? How do we
improve the performance of British
industry against the background of world
recession? How do we attract the best
brains into industry? How do we make
employees feel that they are genuinely
involved in their firm? How do we
humanise the faceless” bureaucracies
in both private and public sectors? How
do we canvince the affluent “majority ”
that they have a responsibility to the
less affluent “minority ”? How do we
prevent the quality of our environment
being impaired by industrial progress?

But at the same time as We prepare new
policies, we must not forget that we are
fighting a battle of ideas. Labour won
in 1945 and again in 1964, not just
because of the electorate’s experience of
Conservative governments, but because
our ideas and values were seen to be
in tune with the needs and views of the
time. In the difficult years ahead, we have
to help create a climate af opinion

favourable to Labour by demonstrating,
not only that Thatcherite ideas are wrong,
but, even more important, that demo-
cratic socialism is relevant to the majority
of the British people.



2. the case for democratic

socialism

Democratic Socialism is a system of
values and a way of changing society
so that it reflects these values. Obviously
both these aspects have to be considered.
But because it is primarily ideas and
beliefs which shape people’s behaviour
and because (it is above all these that we
have neglected, I make no apology for
turning to values first.

In recent years, Democratic Socialists
have attached particular significance to
equality. For example, both in The
Future of Socialism (Jonathan Cape,
1956) and in Socialism Now (Jonathan
Cape, 1974) Anthony Crosland argued
that Socialism was fundamentally about
equality. Whiile fully accepting the central
importance of equality, we need now to
emphasise other socialist ideas. In par-
ticular, this pamphlet explores the con-
cept of “community ”—the belief that
people will wark and live together better
if they share a common experience and
if they have a real say in decision making.

the pursuit of equality

Equality is undoubtedly a controversial
idea which has been attacked by its
opponents from Plato onwards as un-
realisable and dangerous. Plato’s argu-
ment against equality—still the most
powerful one—was that it would be
excellent if human beings were equal;
but since they are not and cannot be
made so, equal treatment would be
unjust. One reply was made by Rous-
seau: “I conceive that there are two
kinds of inequality among the human
species; one, which T call natural or
physical because it is established by
nature, and consists in a difference of
age, health, bodily strength and the
qualities of the mind or of the soul;
and another, which may be called moral
or political inequality, because it depends
on a kind of convention and is estab-
lished, or at least authorised, by the
consent of men. This latter consists of
the different privileges, which some men
enjoy . . .; such as that of being more
rich, more honoured, or more powerful
. .. It is useless to ask what is the source
of natural inequality, because that ques-

tion is answered by the simple definition
of the word. Agalin, it is still more use-
less to inquire whether there is any
essential connection between the two
inequalities ; for this would only be ask-
ing, in other words, whether those who
command are mnecessarily [better than
those who obey, and whether strength
of body or of mind, or wisdom, or
virtue are always found . . . in proportion
to the power or wealth of a man; a
question fit perhaps to be discussed by
slaves in the hearing of their masters,
but highly unbecoming to reasonable and
free men in search of the truth” (The
Social Contract).

The trouble about this Rousseau formula-
tion is that, though it rightly criticises
differences not related to natural
inequality, lit does not answer those, par-
ticularily Conservatives, who are pre-
pared (at least in theory) to accept
“equality of opportunity” or the re-
moval of unnatural inequalities—provided
everybody then has the opportunity to
become unequal again through the exer-
cise of different natural abilities. Most
Socialists have felt that “equality of
opportunity ” by itself was not enough.
For one thing, there can be no true
“equality of opportunity” without a
considerable reduction in existing in-
equalities—whether of income, housing
conditions or educational provision. In
other words, for there to be an equal
start in life there must also be a good
deal of equality of condition already—
a crucial point which Conservatives
always conveniently ignore. But an even
more serious objection to equality of
opportunity is that it excdludes those who
fail to win life’s prizes. Mrs Thatcher’s
parrot-cry of “Let the people grow tall ”
is fine for those that can but not so good
for those who cannot. In one of his finest
passages, Tawney devastatingly under-
mines this line of argument . . . “the
doctrine which throws all its emphasis
on the importance of opening avenues
to individual advancement is partial and
one sided. It fis right in insisting on the
necessity of opening a free career to
aspiring talent; it is wrong in suggesting
that opportunities to rise which can, of
their nature, be seized only by the few,




are a substitute for a general diffusion
of the means of civilisations which are
needed by all men, whether they rise or
not, and which those who cannot climb
the economic ladder and who sometimes,
indeed, do not desire to climb it, may
turn to as good account as those that
can” (Tawney, Equality).

The principle of permitting inequalities,
provided these are necessary to maximise
the position of the least advantaged
(proposed by Rawls in his A Theory of
Justice, Harvard, 1971) as his criteria
for judging the desirability of change
is preferable to “equality of oppor-
tunity ” because it concentrates atten-
tion on those who most need it—the
poor, the sick, the unemployed, the aged,
the exploited, and the unlucky. But it
does not justify existing disparities in
wealth, status and power.

One can accept that it s neither fair
nor practical for everybody to have pre-
cisely identical material circumstances. A
large family will need a bigger income
than a small family. One person might
choose to increase his leisure while
another might prefer working to save
up money for the future. In addition,
some incentives may be necessary in order
to ensure that people continue to work
and save—though how great these should
be is a matter of opinion. Some (usually
those with special abilities, qualifications
and responsibilities) believe that special
abilities, qualifications and responsibilities
ought to be specially rewarded. The diffi-
culty is to find a rational basis, other
than self interest, for paying those who
already have the most interesting jobs
considerably more than those with less
interesting ones.

unjustified inequalities

But, even if there are some inequalities
which can be justified on the grounds
of need or efficiency, there are a whole
range of inequalities which cannot
possibly be defended. In 1976, the most
wealthy 1 per cent of the adult popula-
tion owned 25 per cent of total personal
wealth, the most wealthy 5 per cent about

47 per cent, while the share of the
bottom 80 per cent was only 21 per cent
(Economic Trends, HMS0, November
1976). These unequal shares of wealth
have been perpetuated by the inheritance
of large fortunes, a transfer between
generations which has little economic or
any other justification. Differences in in-
come have become narrower. As regards
employment income, in 1975 managerial
salaries for the £20,000 a year job level
were about eight times the median earn-
ings for manual workers before tax, and
almost four and a half times after tax.
Even so, taking income as a whole, in
1973 /74 the average income before tax
of the top 10 per cent was 14 times the
bottom 10 per cent and eight times the
bottom 10 per cent after tax. And
although most people get their income
from wages, salaries and pensions, the
top 1 per cent derive a third of their
income from private investment—a sub-
stantial proportion of which is inherited.

It is not only a matter of unjustified
inequalities in wealth and income (be-
tween regions and nations as well as
between individuals) ; existing disparities
in educational provision, working condi-
tions, status and economic and political
power are just as indefensible and
arguably even more resented. Why
should money buy a better education?
Why should there be different treatment
of blue collar and white collar workers?
The discrimination which still continues
against women and blacks, despite legis-
lation, can never be justified. Why should
there be any difference in status between
council tenants and house owners? And
is it right that those who are affected
by decisions—at work, at school, or on
the housing estate—should have little
or no say in how these decisions are
made? Inequality in power is particularly
important. Over many areas of their
lives most individuals feel that others,
far more powerful, control their destiny.

Given all these unjustified differences,
Socialists must continue their pursuit of
greater equality. It is not only that these
inequalities are morally repugnant and
degrade those who are affected by them ;
they are also deeply divisive. A society



which more nearly corresponded to
what most people consider to be fair
would be far more likely to be harmon-
ious than one, which, like modern Britain,
still remains, in so many unjustified ways,
profoundly unequal.

the meaning of freedom

Democratic Socialists also give a high
priority to freedom. They believe that
each individual should have the maxi-
mum possible freedom to live his or her
own life as he or she wishes. What do
they mean?

In common with other democrats, they
consider that certain political freedoms
are fundamental. These include the right
to criticise those in power, to organise
opposition to them, and to replace them
through the ballot box by others with
different policies. Without these rights,
government is always liable to degenerate
into an instrument of oppression—as we
have seen in Eastern Europe, in Chile
and in South Africa.

What is distinctive about the Democratic
Sooialists’ approach to freedom is the
importance they attach to welfare rights
—including the right to housing, to a
decent education, to a minimum standard
of living, to treatment in sickness, to
security in illness, unemployment, widow-
hood and old age. If access to certain
basics of life depends on wealth, only a
few can enjoy it. Socialism means the
opening up of opportunities to more
people—boarding school places available
to those with deprived home backgrounds;
a private room in hospital for those who
need solitude; mobility arrangements for
the disabled.

How far is there a conflict between in-
creasing welfare rights and the more
traditional definition of freedom? Take
education: ‘Conservatives argue that the
spread of comprehensive education fto
over 80 per cent of secondary school
children diminishes educational oppor-
tunity. Yet under the selective system
only 20 per cent could go to grammar
school. There was restricted opportunity

for the remainder (apart from the small
minority who could pay for private
education). It is true that under the new
system there is restriction of choice for
those who would formerly have gone to
grammar schools. But every child should
now have the possibility of a decent
education, thus widening educational
opportunities for the majority. We should
note that the widening of educational
opportunities required major egalitarian
change. The extension of opportunity
in employment, housing, health, leisure
and retirement and most other aspects
of life also requires substantial reduc-
tions in inequalities which must imply
restrictions on some people’s ability to
choose.

Clearly freedom can never be an abso-
lute. In order to preserve or increase the
liberty of the majority, the liberty of
some has to be limited. Murderers, violent
aggressors and criminals have to be
restrained, the strong have to be pre-
vented from maltreating the weak, the
few from exploiting the many. Disputes
have to be settled and conflicts resolved.
All this implies laws, regulations and
agreements. In a complex industrial
economy, Government intervention in the
economy is also required. The question
is how much?

Under Mrs. Thatcher there has been a
revival of market conservatism—the nine-
teenth century belief that, provided the
individual entrepreneur maximises his
profit, competitive market conditions will
ensure that there is no conflict between
his private good and the public good,
between his interest and the interests of
the many. According to this doctrine,
not only prosperity for all but the maxi-
mising of individual freedom is best
achieved by leaving individual enterprises
free to manage their affairs ; government
intrusion should be left to a minimum—
preferably little more than controlling the
money supply.

The economic implications of modern
market conservatism are dealt with
later. As an overall political philo-
sophy, capable of defining freedom in
its modern context, it is wholly inade-
quate. As Fred Hirsch has pointed out,




the conditions in which market capitalism
was initially successful in the nineteenth
century were transitory: ‘ First, full
participation was confined to a minority
—the minority that had reached material
affluence before Liberal capitalism had
set the masses on the path of material
growth. Second, the system operated on
social foundations laid under a different
order of society ”” (The Social Limits to
Growth, Harvard, 1977). In many areas
of vital importance to the whole com-
munity such as housing, education, health,
social benefits and the essential utilities
(like electricity, gas and water) the market
system worked so imperfectly and in-
efficiently that the state was forced to
intervene. To promote a fairer distribu-
tion of income and wealth than was
possible under nineteenth century capi-
talism, modern Governments have created
a system of progressive taxation linked
to redistribution in the form of public
expenditure on social programmes. In
order to achieve other important com-
munity objectives, Governments have
also had to introduce measures to help
control inflation, to correct deficiencies
of demand, to improve the balance of
payments, to stimulate industrial invest-
ment and technological innovation, to
assist regional development, to secure
and create employment, to ensure an
adequate supply of skilled manpower,
and to preserve the environment. In a
world of economic recession and short-
ages of basic fuels, of large corporations,
multinational companies and nationalised
industries, of powerful trade unions and
pressure groups, of imperfect markets and
rising aspirations, market conservatism
offers a dangerously over-simplified
approach, which is likely to benefit the
few rather than the many.

towards a community
socialism

This is not to deny that the power of the
state apparatus, created by the needs of
modern industrial society, as well as the
size of other institutions, including the
larger corporations and trade unions,
creates major problems. The individual
citizen is increasingly likely to feel
remoteness of the

alienated by the

decision-makers. What is needed, how-
ever, is not a return to nineteenth cen-
tury nostrums but a new emphasis on
the decentralisation, diffusion and re-
distribution of power. Indeed there
is a relevant value to which Demo-
cratic Socialist thinkers as different as
Tawney, G D H Cole and the Webbs
have attached importance—the idea of
fraternity or, as we should say today,
a “sense of community "—that feeling
of being at one with one’s neighbours
and society which comes from sharing in
common purposes, activities and values.
In recent years, though Socialist policies
have contributed to the strengthening of
community, we have taken this old
socialist idea too much for granted. In
the difficult world which we now live in
we must give it a new emphasis.

The need to cooperate with others has
always been essential to human society.
Although we may want the maximum
possible individual freedom, without
mutual co-operation we would not be
able to survive. In the 1980s the persis-
tence of world recession, the weakness of
British industry, and the growing shortage
of fossil fuels will put our society under
increasing strain. We shall need to
develop the maximum possible common
purpose.

Already there are signs that our sense
of community needs strengthening. It is
easy enough to point to the increase in
the rates per thousand of people found
guilty or cautioned for serious offences
particularly among the young, the growth
of vandalism, and the killing and maim-
ing af people in Northern Ireland. There
are other pieces of evidence which are
also significant. Politically, the proportion
of those who vote at general elections
—and for the two major political parties
—has fallen considerably since 1951 ; the
level of voting at local elections varies
but can be as little as 10 per cent of
the electorate; and membership of the
Labour and Conservative parties has
declined dramatically. Industrially, even
if we forget last winter, the number of
days lost through strikes has increased
substantially since the 1960s, there is a
greater resistance to managerial authority




while the trade wunion leadership is
challenged by shop floor groups.

I am not qualified to comment on the
crisis in Northern Ireland—though I
suspect that the time is long overdue for
a new political initiative by Westminster.
As far as the rest of the United Kingdom
is concerned there are probably three
main causes of the weakening in com-
munity. The first is our relative economic
and industrial failure. The fast rate of
inflation of recent years has set group
against group, while the high level of
unemployment has created a new sub-
proletariat of young, unskilled and black
citizens without a “stake” in society.
Even for the population as a whole, the
expectation of a continuing increase in
living standards have been cruelly dis-
appointed. This is not to say that
economic growth necessarily leads to
greater happiness or stability. Fred Hirsch
has shown that there are certain kinds
of much sought after goods, such
as top jobs, beautiful views, country
cottages, access to the seaside, whose
supply is limited by “social scarcity ”.
Unlimited pursuit of these “positional ”
goods is a zero-sum game from which
nobody gains. If everybody decides
to go to the same seaside resort, they
spoil it for each other (The Social
Limits to Growth, ibid). But even
if economic growth based on competi-
tive individualism is inherently unsatis-
fying, a society which has learnt to take
rising living standards for granted finds
it difficult to adjust when they stop rising.

The second reason is the shift away from
deference towards more assertive be-
haviour. In itself, this is a welcome
development. It is right that children
should refuse to accept their parents’
assumptions, that marriages should be a
union of equal partners and that
employees should question managerial
authority. However, the changing per-
ception of existing disparities in oppor-
tunities, wealth, status and power—many
of which are not justified and are possible
to change—creates social tension. This
tension is intensified by the rigidity of our
class structure. The Nuffield survey (see
New Society, 8 February, 1979) shows

that the opportunities to join the middle
class are increasing but that they only
occur in youth. As Peter Jenkins has
commented “anybody who wants to
escape from the working class into the
expanding new middle or ‘service’ class
had better get on with it quickly ” (The
Guardian, 16 March, 1979). The conse-
quence of this pattern of social mobility
is a growing, though heterogeneous,
middle class and a shrinking—but often
increasingly homogeneous working class
—hardly a recipe for social harmony.

The third and equally important cause
is the remoteness and the apparent in-
humanity of the institutions which shape
our lives. British society is dominated by
large bureaucracies, huge firms and giant
trade unions. Their size creates a feeling
of distance. Many people feel that they
have little chance of influencing the
decisions made by these big battalions
and so they either go into permanent
opposition or opt out. It is arguable that
this lack of involvement is not neces-
sarily harmful to society. There is cer-
tainly no reason why everybody should
be a budding shop steward, local coun-
cillor or Member of Parliament. But
there is a difference between disinterest
and alienation. There is now a substantial
body of people who feel that the
“them > are “all the same” or “in it
for what they can get out of it” or
“ couldn’t care less for ordinary people .
This kind of attitude weakens the sense
of belonging, of being at one with one’s
neighbours and society, and could in time
feed extremist, anti-democratic politics of
either right or left.

How can we strengthen the community?
In feudal times the tenant held land from
his lord in return for service; a hier-
archical system of rights and obligations
maintained social cohesion. In the nine-
teenth century, patriotism helped provide
the cement that bound men together, as
well as keeping them apart. Today we
are searching for a different, more
humanitarian basis for mutual coopera-
tion—a search that is far more likely to
be successfully conducted under Demo-
cratic Socialist auspices than under those
of another creed.




One of the features of the last decade
has been the revival in Western Europe
of that other nineteenth century philo-
sophy, Marxism, not only as a political
force in Italy and, to a lesser extent,
in France and Spain, but also as a
political philosophy taken seriously in
Britain by wuniversity teachers and
students and by some members of the
Labour Party. The attractions of
Marxism are obvious. It gives its ad-
herents not only the seductive comfort
of a systematic explanation of the world
but also the exhilarating feeling that
history is on their side. But its approach
to “community ” is one of its most un-
satisfactory aspects.

Marxists rightly point out that social
inequalities and differences between
classes weaken community. But there is
little evidence that the application of
their methods would strengthen it. First,
the concentration on conflict and violent
change in the Marxist model is scarcely
compatible with the democratic per-
suasion required if people from different
backgrounds are to wark together, as
they must, if cooperation is not to break
down. Secondly, the belief that a change
in ownership is enough to create a greater
sense of community, either at enterprise
level or in society as a whole, is mistaken.
It is difficult to argue that human rela-
tions in our nationalised industries have
been transferred by a change of owner-
ship or that sodial cohesion is any greater
in Eastern than in Western Europe. Evan
Luard has rightly concluded that “ the de-
humanisation, the remoteness, the aliena-
tion, the anonymity, which the modern
industrial worker and indeed the modern
citizen generally may experience, is not the
effect of the system of ownership, but the
scale of the organisation and the number
of people who are involved fin the pro-
duction process ” (Socialism Without the
State, Macmillan, 1979).

The market Conservatives associated with
Mrs Thatcher have little to say about
community. Indeed, their stress on com-
petitive individualism is so unbalanced
that one person’s' obligation to another
is scarcely acknowledged at all. Admit-
tedly, traditional Conservatism—the Con-

servatism of Burke, Disraeli and Mac-
miillan—has accepted the need for people
to work together. But this type is far
too attached to the starus quo. Changes
of all kinds are so much part of life that
a political approach which fails to take
account of them is bound to prove in-
adequate. The reluctance of “ traditional ”
Conservatives to accept social change is
at least in part shaped by thelir support
for existing power structures, privileges
and inequalities. And, as we have seen,
it is often the existence of these dis-
parities and people’s awareness of them
which does most to undermine the sense
of community. “ Traditional” Conser-
vatism is also too limited in its view of
‘human nature and of social and political
potentialities. For human beings do have
the capacity for growth and improve-
ment. It is, therefore, appropriate for
democratic socialists to argue and work
for those changes in economic, social and
political organisation which improve the
conditions under which people live.

the democratic socialist
contribution

Democratic Socialism provides a more
satisfying intellectual backing for a com-
munity. Its belief that human beings have
the capacity for cooperation is not only a
more generous assessment of human
nature than is made by traditional Con-
servatism; lit is also more realistic. It
explains why people rescue strangers
from drowning or give their blood to
save the lives of others. It helps one
understand why the young are prepared
to assist the old and infirm. It puts into
perspective the comradeship of those who
do difficult and dangerous work, miners,
fishermen and shipyard and other
workers. The recognition that human
beings have obligations to each other
is not just a utopian dream but has its
roots deep in human behaviour and
experience.

Our Socialist egalitarian ideas are also
highly relevant. The introduction of
welfare rights by the postwar Labour
Government created the basis for a more
cohesive democratic society. Since then,
Labour’s reform of secondary education




on comprehensive lines has also rein-
forced social cohesion by bringing to-
gether children of different backgrounds.

The Democratic Socialist commitment to
democracy is also of vital importance.
Here too, Labour has made a major con-
tribution. The rise of the Labour Party
and the growth of the trade union move-
ment gave working people a real stake
in its future. In the 1980s, support for
greater involvement at all levels will be
needed. We should, however, never for-
get the crucial point that the first loyalty
of men and women is to their primary
groups—the family, the neighbourhood
and village, the work group, the factory,
the town, the local football club, the
political party at ward and constituency
level. It is far less common to find a
similar attachment to larger bodies—the
giant corporations, the big trade union,
the civil service, the modern city or
connurbation, one’s social class, let alone
society as a whole. This suggests that we
should disperse and redistribute power
downwards. Democratic Socialists should
‘back and encourage participation in small
scale organisations where participation
can be most meaningful and the sense
of community most strongly felt.

However, before also deciding that large
scale organisation—and even the state
apparatus itself—ought to be progres-
sively dismantled (following the advice
of Evan Luard in his provocative
Socialism Without the State, ibid) we
ought also to remind ourselves that some
way has to be found of preventing
primary groups conflicting—neighbour-
hood against neighbourhood, work group
against work group, and even, as in
Northern Ireland, ocommunity against
community. In many areas, WVital to
society, there has also to be some method
more effective than that provided by the
market of allocating resources. Again, if
inequalities are to be reduced and ser-
vices to be performed effectively, there
will be a need for bureaucracy. And if
there is a case for large firms, there is
also one for effective countervailing
power (in the form of big unions. But if
we cannot abolish the large scale organ-
isation, we should aim to decentralise

where possible and make it more
accountable and responsive to the
community.

Ways to strengthen the community are
explored in the remaining sections of the
pamphlet. Economic and industrial policy,
social objectives and political institutions
are considered in turn.




policy

A British Democratic Socialist need make
no apology for putting economic and
industrial policies first. For /it is relative
economic and industrial failure which
is perhaps the major British shortcoming
—and it is at least in part as a result of
economic and industrial success that
opportunities for individual citizens can
be expanded, social objectives achieved,
and above all the community strength-
ened. This pamphlet argues that, in the
difficult conditions of the 1980s, the main
emphasis must now be on the promotion
of industrial co-operation.

In the past, the aims of Labour economic
and industrial policy have been the main-
tenance of full employment, the control
of inflation and an increase in living
standards, including the “social wage ™.
The big question is how these laudable
objectives are to be achieved. Since the
middle 1950s, Democratic Sodialists have
emphasised the role of economic growth.
Only a steadily growing economy, they
have argued, can provide the increases
in living standards and public spending
which are required. Yet, though the
British economy has grown at a histori-
cally hliigh rate since the war, this has
still been slower than our main industrial
competitors. As a result, British living
standards, though continuing to rise, have
fallen behind those of faster growing
economies ; and, despite the fact that the
percentage of our GNP spent publicly is
about the same as most of our com-
petitors, the absolute level of our public
spending is now below theirs.

the weakness of
manufacturing industry

It is now common ground that the pre-
dominant cause of our failure to grow as
fast as our rivals has been the relative
weakness of our manufacturing industry.
In most advanced industrial societies in
the last two decades, the share of manu-
facturing in total employment has fallen
but in most of these economies the share
of manufacturing in total output has been
maintained. British manufacturing in-
dustry, however, has registered a decline
in real output as well as in employment.
Our difficulty has not been one of adjust-

3. economic and industrial

ment of supply to a changing pattern of
home demand but of not being able to
sell enough exports, even when price
competitiveness is maintained, to match
what would be the full employment level
of imports, including imports of manu-
factures.

The relative weakness of our dndustrial
performance is nothing new. At the turn
of the century, British politicians and
industrialists were extremely concerned
about the challenge from German and
American industry. However, by the
1970s, comparison by the NEDO office of
the performance of British and German
manufacturing industry revealed that we
had fallen so far behind that there was
an across the board German superiority
in both the design and marketing of pro-
ducts and labour productivity. In another
paper, NEDO has shown that backwardness
in product design, ineffective marketing
and other non price competitive disadvan-
tages—such as unreliability, poor delivery
and after sales service—lie at the heart
of Britain’s industrial decline (Interna-
tional Price Competitiveness: Non-Price
Factors and Export Performance, NEDO,
1977). These two factors—product quality
and labour productivity—are intercon-
nected. Relative failure over a number of
years in the design and selling of pro-
ducts has led to the closure of plants and
unemployment. This sequence of events
has created a particularly defensive atti-
tude among employees and their rep-
resentatives who understandably give a
high priority to job security and resent
the introduction of new techniques. The
result is a vicious and lintractable down-
wards spiral of low labour productivity,
low profitability and investment and
shrinking market shares which could, if
unchecked, lead to an actual decline in
living standards.

world problems of demand
and energy supplies

The difficulties of limproving the perfor-
mance of the British economy are com-
pounded by the increasingly sombre
world economic background. There is now
a deficiency of demand on a world scale.
We are all trapped in a vicious circle




of demand deficiency, reduced output
and increased unemployment. The conse-
quences are likely to be extremely serious.
Failing an agreed international response,
national governments will turn towards
unilateral protectionism. There is a
strong case for agreements which pro-
duce orderly and balanced trading con-
ditions. But if each country shuts out
the other countries’ goods on a unilateral
basis, competitive protectionism will
make everybody worse off. Though the
developing countries will suffer most, the
living standards of even the strongest
industrialised countries, particularly those
which depend most on exports, like Ger-
many and Japan, are likely to stagnate.
In a number of countries democracy
could even come under threat.

Behind the recession there is an even
graver problem facing the world. Fore-
casting the demand for and the supply
of energy is a notoriously hazardous
occupation because it depends on assump-
tions, not only about reserves, but also
about the future rate of economic growth.

Most forecasts however, agree that by
the end of the 1980s, at the latest, the
supply of fossil fuels on which the world
now depends will be insufficient to satisfy
energy demands. The 1979 energy crisis
induced by cutbacks in Iran is la portent
of things to come. We shall either have
to modify our present pattern of indust-
rial development or develop other energy
sources, or both.

Allthough the United Kingdom has sub-
stantial resources of oil and gas and very
large reserves of coal which will enable
us to be self sufficient for some years
from 1980, in the longer term fit will be
impossible to insulate ourselves from
world energy shortages. Supplies of
North Sea oil will be declining by the
beginning of the 1990s at a time when
imported oil will be even more costly.
So the crucial question for us, as for
the rest of the world, is “what . . . should
be the respective contributions of energy
conservation, of coal, nuclear-based elec-
tricity and renewable resources, such as
wave and solar energy, and fuel im-
ports, to meeting the country’s energy
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needs ” (Consultative Document on
Energy Policy, aMso, February 1978)

We cannot just leave this problem for the
future. The lead times for making sub-
stantial changes in the pattern of energy
supply and demand, and particularly for
introducing new technologies, are very
long. So, if options on future energy
supply are to be kept open, some difficult
decisions will have to be taken in the
relatively near future to replace declining
production in offshore gas and oil. We
shall have to make up our minds about
the nuclear issue. At present the only
assured source of fuel supply in the long
term, apart from coal, is nuclear power.
Because of the limited availability of
uranium, dependence on nuclear power
almost certainly involves major reliance
on fast reactors (Consultative Document,
op cit) about which the Royal Commis-
sion on Environmental Pollution has
expressed concern on social, environ-
mental and security grounds. Tt will also
be impossible to ignore the energy needs
and decisions of other countries, includ-
ing the developing countries.

improving the performance
of British industry

So, against the depressing background
of world recession and energy shortages,
how do we improve and adapt British
industry? The Thatcher Government
believes that reductions in taxation and
cuts in public spending will somehow do
the trick. But although we pay a greater
proportion of taxation in direct taxes
and, until the 1979 Conservative Budget,
had a higher marginal rate at the top
end than most of our competitors, there
is no evidence that we are taxed more
heavily or that most of our managers
pay a greater proportion of their salaries
in tax. It should also be remembered that
we were already beginning to lose our
share of world trade at a time when the
highest rate of income tax was under
7 per cent (Phelps Brown, “ What is the
British Predicament? > The Three Banks
Review, December 1977). The Thatcher
gamble is not only unlikely to succeed
economically but because of the massive
cuts in public spending which will be




required it could also lead to widespread
social dislocation—hardly the best back-
ground to the development of the greater
sense 'of community which is as much
needed in industry as elsewhere.

A more sophisticated version of the
“market” Conservatives’ case is pro-
vided by Bacon and Eltis (in their book
Britain’s Economic Problem: Too Few
Producers, Macmillan, 1976). They believe
that the expansion of the public or non-
market sector has taken up resources
which should have gone to strengthen
our industrial base. Clearly when, as in
1973-76, public expenditure expands
much faster than national output, diffi-
culties about financing arise. If infla-
tionary pressures are to be avoided, then
either taxation has to be increased or the
growth lfin public spending has to be
brought under control. But, though there
is a need to take correcting action when
public spending expands too fast, this
is a quite different proposition from the
Bacon and Eltis thesis. If their argument
was correct, one would expect our level
of public spending to be much higher
than our competitors and to be able to
detect signs that British industry was
being starved of resources. Yet the per-
centage of our GNP spent publicly is no
greater than most of our competitors.
With respect to resources, there is no
evidence that investment in manufactur-
ing industry as a whole has been held
back by the cost of or availability of
finance, while the relatively poor pro-
ductivity performance of British manu-
facturing industry compared to its rivals
hardly suggests that it is suffering from
an overall shortage of manpower. We
should also note that a substantial pro-
portion of the large public sector borrow-
ing requirement is the result of the high
level of unemployment. If public spend-
ing is cut back further, unemployment
and therefore the public sector borrow-
requirement is likely to rise.

the role of government

Some of the left now believe the solu-
tion to the problems of British industry
is a massive extension of public owner-

ship. It is indeed highly likely that,
during the 1980s, the powerful public
sector which already employs a third of
the labour force, will be further enlarged.

The weakness of parts of British industry
compelled the last Labour Government,
like the preceding Conservative adminis-
tration, to take a number of (important
companies (including British Leyland,
Alfred Herbert and 1cL) into partial or
total public ownership. In addition, the
shipbuilding and aircraft industries have
been nationalised. It is probable that, in
the next decade, other important indust-
ries or companies which have got into
difficulties will be taken over in order to
preserve capacity in strategic sectors of
the economy. Even more important will
be the need, where private enterprise is
not prepared to take the risk, to set up
state-owned companies in the advanced
technology industries (such as micro-
electronics) and other sectors vital to the
future of British industry. Here the
National Enterprise Board, one of the
main achievements of the last Labour
Government, has a crucial role to play.
But though selective, flexible and strategi-
cally directed public ownership should
be an essential part of a Labour Govern-
ment’s industrial strategy, the idea that
wholesale public ownership can by itself
change British industry is largely beside
the point. Though it is true that, during
the 1960s, the nationalised lindustries had
a slightly better efficiency record than
industries in the private sector (the
evidence in the 1970s is probably less
impressive), the weakness of British
industry is related far more to ineffective
use 'of resources and to poor design and
marketing of products by both public
and private industry than to the question
of ownership.

However, because it already controls over
40 per cent of national spending and is
responsible for 43 per cent of capital
formation, the Government must take
overall responsibility for improving indus-
trial performance. This does not mean
to say that, even in the public sector,
it can impose solutions from above.
These can only effectively be worked out
at company and plant level by those



involved—management and trade unions.
Where the Government can assist is by
trying to ensure that there is a “co-
operative ” framework at all levels and
by using its powers in a helpful way. It
is here that Labour governments have
contributed most—and have most to

contribute.

British industrial policy has for a long
time had a tripartite basis. In 1962 the
National Economic Development Council
was set up (by a Conservative Govern-
ment under Macmillan) with manage-
ment and trade wunion participation.
George Brown’s ill-fated National Plan
of 1965 was supported by both manage-
ment and unions, while the Industrial
Strategy was launched jointly by Govern-
ment, management and unions at
Chequers in 1975 and worked out in
detail by the sector working parties of
NEDC which were composed of Govern-
ment, management and trade union rep-
resentatives. The special contribution of
the last Labour Government was to
develop an institutionalised relationship
with the Tuc through which industrial
and economic policy was regularly
discussed.

The case for such a tripartite structure
fis partly political. In a modern demo-
cratic society, government must win the
support of the two main industrial
interests. But there is also a powerful
economic logic to take account of. The
oligopolistic markets which are such a
feature of the advanced mixed economy
gave both enterprises and labour great
bargaining power. This power enables
them to fix wages and prices—and thus
make nonsense of the ““economic laws ”’
which are derived from the theory of
perfect competition, and nonsense of Mrs
Thatcher’s economic policies. A Govern-
ment which is concerned to influence the
rate of inflation, to stimulate investment,
and to improve industrial performance
has, therefore, to construct a framework
in which it can influence the behaviour of
these influential industrial organisations.

So far, this tripartite structure has had
only limited success. In some areas (par-
ticularly ‘investment incentives) it has
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enabled industry to influence Govern-
ment; but Government and those who
work in industry have had less influence
on those who run industry. What we
now need to do is not to abandon the
idea of “tripartism ” in favour of either
a return to a non-existent free market
or of a massive extension of old-style
public ownership, but to strengthen it
in three ways.

strengthening tripartism

First, the Government needs to improve
its own capacity for strategic thinking
and action. If Government intervention
is to be effective, there is no substitute
for planning. At the very least, the
Government has to develop a forward
strategy about the best use of the huge
resources it controls. As I have argued,
this applies especially to the publicly
owned energy industries. A Labour
Government, committed to a policy of
industrial recovery, must also ensure that
other policies (particularly inflation, ex-
change rate, trade, employment and
education policies) are consistent with
this objective. In addition, it needs to
be able to take a view of world industrial
and market trends and our strengths
and weaknesses in relation to those trends
and, in cooperation with both sides of
industry, use its powers to see that as
far as lis possible the ““winners ” take full
advantage of their position and gaps
and deficiencies are made up. This kind
of forward look will be essential in the
change over from an energy and resource
waste to a conservation economy.

To assist in carrying out their strategic
tasks, Governments need a small but high-
powered monitoring unit of their own,
as well as more divil servants with know-
ledge and experience in 'industry. Where
precisely the wunit should be located
(whether in the Department of Industry,
under the joint sponsorship of the Depart-
ment of Industry and the Treasury, or
attached to the Prime Minister’s office)
is not so important as the necessity of
having such a body. Without such a unit,
Governments will find (it difficult to
decide on their own priorities or take




initiatives in company and industrial inter-
vention. In addition, an interventionist
Department of Industry (which is what
all Departments of Industry in a mixed
economy ought to be) should be staffed
with civil servants.

Second, sectional planning at NECD
level needs to be supplemented by plan-
ning agreements between Government
and the major companies who play such
a dominant role in British industry. Too
much of the valuable investigative work
of the sector working parties and the
EDC’s (Economic Development Commit-
tees) has lacked follow-up. There must
be closer contact between large firms and
the Government in the form of planning
agreements. However, despite the last
Labour Government’s commitment to
planning agreements, few were negotiated
—though quite a number of more
informal arrangements were established.
Hardly surprisingly, the pressure
amongst Labour activists for compulsory
plans has intensified. If industry con-
tinues to resist the idea the next Labour
Government will have to legislate. A
“social contract” with industry would
however be preferable. In return for a
Government commitment to sustaining,
as far as it possibly can, a favourable
industrial environment (for example,
some stable economic policies, a realistic
exchange rate, a reasonable return on
investment and even import controls),
major companies should agree to let the
Department of Industry see their cor-
porate plans.

Third, and perhaps most important of
all, employees and their representatives
must be more closely associated with the
planning process. A  tripartite ” struc-
ture without grass roots participation
will be doomed to impotence. For given
their experience, attitudes and power, it
will simply not be possible to improve
British manufacturing industry without
the involvement of those who work in it.
A decisive move

towards industrial

democracy is now long overdue. Any
meaningful system of industrial demo-
cracy has to be based on
group and

the work
trade union organisation,

though there is also a strong case for a
right to boardroom representation. A
flexible, non-mandatory and multi-
dimensional structure on the lines of the
last Labour Government’s White Paper
would be a useful first step.

Critics of industrial democracy have
claimed that it will damage rather than
help industry. My own view stated in
The Industrial Democrats is that “ more
industrial democracy . . . should help to
reduce that feeling of alienation so char-
acteristic of British industry and increase
the sense of commitment to the enter-
prise so necessary to economic recovery.
It should also provide a framework with-
in which it should be possible to mini-
mise the areas of conflict and maximise
the areas of cooperation. It should
become easier to remedy some of the
main faults of British industry—a resist-
ance to change and an ineffective use of
investment, including manpower > (Allen
and Unwin, 1978). Industrial democracy
will help create that sense of community
at plant level so vital to the recovery
of the British economy and to our
national unity.

policies for recovery

To assist the recovery of British industry
Government, management, and unions
need to reconsider four policy areas—
counter-inflation policy, trade strategy,
training and employment policy. With
respect to counter inflation policy, mone-
tary and fiscal control are not enough :
a permanent prices and incomes policy is
necessary. Just as Government can not
rely on the planning of wages alone, so
it is unrealistic for trade unions to call
for planning in other parts of the
economy and expect the Government to
abdicate its responsibilities in the field of
wages and incomes. A Government
which one way or another is responsible
for the employment of a third of the
labour force has to decide about the
level of their wages. It also has to take
a view about the impact of wage
increases on industrial costs and on the
level of prices and employment gener-
ally. Nobody doubts that the develop-




ment of a long term incomes policy is
extremely difficult. But, whatever the
problems, the alternative of a free-for-
all—(as we saw only too clearly both in
1974-75 and in the winter of 1978-79)—
is much worse and would -certainly
undermine our industrial recovery.

It would not be helpful at this stage to
produce detailed proposals. There is,
however, one issue which needs thinking
about now—and that is if it is possible
to maintain consistent support from
work groups for an incomes policy. One
possible way of ensuring democratic
consent would be to ballot trade union
membership on any agreement reached
between Government, TUC and cBI. This
might act as a useful reinforcement to
the authority of the Tuc—and persuade
Government that it cannot act alone.

We also need a trade strategy. Two
policies have been suggested, the first of
which is devaluation. Obviously devalua-
tion assists an economy whose goods are
overvalued to become more competitive,
and to the extent that devaluation has
compensated at least in part for the non-
price disadvantage of British goods, it
has prevented employment and output
falling much faster than it has actually
done. In the next few years, there is a
danger that, because of North Sea oil, the
value of sterling will be kept artificially
high to the detriment of our prospects
in overseas markets. However, though
devaluation may be necessary, it does not
always work to industry’s long-term
benefit. Indeed, there is evidence from
mechanical engineering that, as a con-
sequence of devaluation, British
exporters have concentrated on those
markets which are most susceptible to
price changes at the expenses of the
higher quality markets. (D. K. Stout’s,
paper in Deindustrialisation edited by
Frank Blackaby, Heinemann, 1978).

The other proposal is for import controls.
Major difficulties arise from such a
policy. There is the danger of retaliation
which could not only harm our export
industries but also slow down overall
world trade. This suggests that a more
than temporary policy will require the
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acquiescence if not the agreement of
other countries. There is a further prob-
lem ; even the most fervent supporters of
import controls agree that they do not
by themselves improve performance. How
can we be sure that, without the spur of
overseas competition, parts of our indus-
try would not slip even further behind ?
Despite those difficulties we may well be
driven by our manufacturing weakness
to limit imports. If this happens, we need
to introduce them in a way which maxi-
mises their advantages and limits their
disadvantages. As a first step, there
should be comprehensive monitoring of
imports penetration. This should provide
us with the information we need to con-
tain imports by controls to a certain per-
centage of the home market for a period
of say five years. Such a strategy could
provide British manufacturing industry
with the opportunity it requires to make
itself more competitive, though perform-
ance would need to be checked by
bodies like the Price Commission. It
could also give our rivals the benefit of
an expanding instead of the stagnant
market created by a policy of controlling
imports by deflation.

Austen Albu noted ‘ a competitive techni-
cally advanced industry is only as strong
as the pyramid of skills which supports
it” (quoted by G F Ray in Deindus-
trialisation, op cit). Despite the efforts of
successive Governments in both educa-
tion and training, there is considerable
evidence that our industrial labour force
is, at all levels, worse educated and
trained than that of our main industrial
rivals. The proportion of qualified
engineers and scientists in engineering is
well below that of our competitors, our
training programme for technicians,
craftsmen and operators, though improv-
ing, remains inferior, while we have one
of the lowest participation rates for 16-18
year olds in full time education of any
country in Europe. Obviously we need a
major increase in the resources going to
training and education. More generally,
there still exists a bias against manu-
facturing industry which acts as a deter-
rent to the recruitment of the best talent.
Managers often stress the financial side
but it probably has more to do with the




image of industry as the battleground for
class conflict. If this is correct, then an
increase in industrial democracy could
help attract the more able and idealistic.

an employment strategy

The increase in the labour force, the
recession of the 1970s, the energy crisis,
and the impact of new technology,
particularly the micro-electronic revolu-
tion underline the need for the develop-
ment of employment policy, complemen-
tary to economic and industrial policy.
Under the last Labour Government, man-
power policy received much more atten-
tion than before; but it was primarily
concerned with job placement, mobility
and training and only temporarily and
experimentally (though very successfully)
with job creation. Conventional labour
market policies are, of course, essential.
School leavers who are equipped with the
skills required by employers and who are
aware of where the demand for their
skills is located are more likely to get
jobs. And, if it were possible to upgrade
the skills of more unemployed manual
workers, this would not only be good for
the economy but also reduce the level of
unemployment. However, if unemploy-
ment is to be reduced substantially and
if the defensive attitudes of British
employees are to be changed, something
more is required.

What is needed is a manpower strategy
which monitors the job potential of dif-
ferent sectors of the economy and sug-
gests policies to improve that potential.
Overall, there are unlikely to be many
extra jobs in large-scale manufacturing
industry. The first priority in this sector
is not job preservation but greater com-
petitiveness. However, if companies were
able to improve their products, this
could improve productivity without loss
of jobs, while ways to increase the
amount of shift work should be seriously
explored as it combines gains in pro-
ductivity with increased employment.
In addition, work-sharing in the form of
a reduction in the numbers of hours
worked during the week, the lowering of
the retirement age for men, less overtime

and more educational and training “ sab-
baticals ” will have to be considered—
though always with an eye to what our
competitors are doing.

As has already been noted, people prefer
to work in small firms. But these can
also create many extra jobs. The field
should not just be left to private
enterprise. There could be an important
role for co-operative enterprises, particu-
larly in the development areas. These
should be linked to local and regional
co-operative banks, as in the Mondragon
model in the Basque country, and draw
on the skills, savings, and redundancy
pay of local people as well as on special
industrial grants. If unemployment with
all that it could mean socially and politic-
ally, is not to become a permanent
feature of our society, then a whole
range of unorthodox measures will need
to be taken by Government, manage-
ment and trade unions alike.

We will only succeed if we can create an
“industrial consensus” to explore
radical alternatives. In Britain, an indus-
trial policy which is either imposed from
above or left to the play of market
forces will be unsuccessful. It is, there-
fore essential for the Labour Party and
Labour Governments to continue to
work for ‘co-operative” policies which
link Government, management and
union together in a combined approach
to our problems.



justice

The traditional response of democratic
socialists to inequality has been to com-
bine progressive taxation with redistribu-
tion in the form of public expenditure.
Undoubtedly this approach has had an
impact. Over the last forty years the
share of personal wealth held by the very
wealthy has declined, though some of the
benefits of this have gone to those in the
upper middle ranges. With respect to the
distribution of income, the measures of
successive Labour governments have had
a more significant egalitarian effect. The
Royal Commission on the Distribution
of Income and Wealth concluded that
“the combined effect of the tax system,
the receipt of transfer payments and
direct and indirect benefits in kind is a
major redistributive one ” (Report No.
HMSO 1978))

The development of a whole range of
social programmes has conferred equal
rights in wvital areas of life and substan-
tially improved the quality of people’s
lives. As Howard Glennester has pointed
out, they “ enable individuals to survive
the burdens of sickness and the heavy
cost of schooling, child bearing and set-
ting up home, as well as the interruptions
of earnings through illness, unemploy-
ment, widowhood and old age” (New
Statesman, 27 February 1976).

However, in recent years, the democratic
socialist approach has been under attack.
Though progress has been made, the dis-
tribution of wealth and income is still
far more unequal than can be justified
by any rational criteria, while the eradi-
cation of “ poverty ” has also proved far
more difficult than was supposed. Part
of the problem is that poverty is a rela-
tive term. Even the standard of living of
our poorest families is considerably
higher than that of families at the turn
of the century and of families in other
less prosperous parts of the world. How-
ever, today’s poverty levels must take
account of today’s definition of what is
considered a civilised life. More relevant
for our purposes as an explanation of the
continued existence of poverty is the
sheer intractability of the problem and
the inadequacy of our present system of
income maintenance. The Report of the

4. the drive for social

Royal Commission on Distribution of
Income and Wealth showed that, while
certain groups remain especially vulner-
able (including the elderly, large families
and single parent families), there is also
a “cycle of deprivation ” where poverty
is associated with poor health, low
educational and skill levels, disadvan-
tages in employment and inadequate
social and political resources. The pur-
pose of the Beveridge system was to
guarantee a national minimum income as
of right, while means tested benefits were
to provide only a safety net.

Beveridge’s intentions have not been ful-
filled. The extent of the heavy reliance
on means tested benefits is shown by the
fact that in December 1976 four million
families were entitled to supplementary
benefit (Social Trends, 1979), while
nearly a million families failed for one
reason or another to take up this entitle-
ment (Royal Commission Report No 6,
Royal Commission on Distribution of
Income and Wealth, HMso 1978) and so
remained below the povernty line. In
addition, there is the so-called “ poverty
trap” where families receiving means
tested benefits can find that an increase
in earnings is wholly or substantially off-
set by a combination of reductions in
those means tested benefits and increases
in income and national insurance con-
tributions (the DHSS have estimated that
50,000 families are potentially affected.)

At the same time, there is growing
evidence of resistance by those on aver-
age earnings to improving the position of
the least well off. As regards taxation, it
is certainly the case that, although the
British are not overtaxed in comparison
with other countries, the direct tax level
of the married man on average earnings
has risen from a tenth of his income in
1960-61 to nearly a quarter now. This
suggests that substantial increases in
direct taxation on those with average
earnings are unlikely to be politically
acceptable in the short run. And though
there is a strong case (which is argued
below) for a further narrowing of dif-
ferentials, it has been estimated that, even
if no taxpayer was left with more than
£8,000 a year after tax, this would
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increase the tax yield by only about 6
per cent (Public Expenditure W hite Paper,
HMSO, 1976). There may be some possi-
bility of increasing indirect taxation and
employers’ contributions. But, even so,
without a significant increase in the rate
of output growth or in direct taxation it
will not be possible to expand public
spending very fast.

a redistributive coalition

The policies that are suggested in the
remainder of this section are designed to
take account both of the limited
effectiveness and of the obstacles in the
way of the traditional democratic
socialist response. What is needed is the
development of a new “ coalition’ in
favour of redistribution. This would be
assisted if the taxes on inherited wealth
were seen to be successful, if there was
a consensus on pay differentials and if
the “social justice” programme was
sufficiently broad to include those dis-
parities in status and power which affect
the majority.

As mentioned, inherited wealth, which
has little or no economic justification, is
one of the most important determinants
of economic inequality. Here the capital
transfer tax introduced by Labour in
1975 and levied progressively on trans-
fers of wealth by gift or bequest could
have a major impact. Although there
may be room for modifications and
refinements—such as the Meade Com-
mittee’s arguments for a progressive
accessions tax—the priority should be
to see that the capital transfer tax really
bites. There is also a strong argument for
an annual wealth tax, though it is impor-
tant that it should be co-ordinated with
the existing Capital Gains Tax and
Investment Income Surcharge.

With respect to incomes, the first require-
ment is what the Royal Commission on
the Distribution of Income and Wealth
in its third Report called “a broad con-
sensus over pay relationships ”. Although
it is right to make a distinction between
income derived from investment (often
inherited) and income derived from

employment, it is undeniable that the gap
in rewards between a highly paid man-
aging director and a manual worker on
average earnings in the same firm is a
divisive factor. The fact that top employ-
ment incomes bear a high marginal rate
of taxation which can almost halve the
initial differential is not enough to per-
suade workers of the validity of the
reward system. An agreement on the
relationship between top salaries and
average earnings is likely to have a num-
ber of advantages. Firstly, it would
remove one source of hostility between
management and workers. Secondly,
such an agreement might make it easier
to achieve an woverall consensus on
relativities between wage earmers
(between the lower and higher paid,
between semi-skilled and skilled and
between different industrial groups) which
cause such conflict and bitterness.
Thirdly, if it were possible to establish a
ratio of around 7 or 8 to 1 between top
and average earnings before tax, then
some reduction of the marginal rates of
tax on top incomes becomes more
acceptable. The main argument against
such a limit on higher salaries is that it
would lead to a damaging drain of mana-
gerial talent abroad. The Royal Com-
mission was unable to turn up any hard
evidence on this point. It is certainly true
that, though the tax and differential posi-
tions are not out of line and there are
considerable numbers of non-taxable
“ perks ’, top jobs are less well paid in
this country than in many of our rivals.
But this, like our lower average wages,
reflects the relatively slow growth of our
economy. In any case a reduction in top
marginal tax rates will compensate in part
for a narrowing of pre-tax differentials.

Inequality is not only a question of
incomes and wealth but also of sex,
status, race and power. If we are to be
effective in reducing these inequalities—
inequalities which effect the majority—
we need additional weapons. In the area
of race relations and sex discrimination,
the main priority is to ensure that the
legislation passed by the Labour Govern-
ment becomes more effective in the spirit
as well as the letter. For example, we
need to ensure that the Urban Aid pro-



gramme makes special provision for
ethnic minorities and that both Govern-
ment departments and industry take posi-
tive steps to encourage wider training
opportunities and greater promotion
prospects for women. With respect to
status, the difference between blue and
white collar workers of increments to
income, in length of holidays, in sick pay,
and other mostly trivial though equally
divisive distinctions (such as separate
dining rooms, toilets, car park and
“ clocking-on ” anrangements) cannot be
justified. The time has come for a cam-
paign by Government, cBI and TUC and
the Labour Party to get rid of these
outdated disparities.

The major industrial relations issue for
most employees, including many white
collar workers, is their lack of control
over their working environment. They
have few opportunities to enjoy responsi-
bility, to exercise judgment or to emjoy
the experience of achievement and recog-
nition. More industrial democracy would
give employees and their representatives
a real say in the running of industry,
from shopfloor up to boardroom level.
Such a change would not only be good
for industry but, because it would help
to disperse power, would also represent
an extremely important egalitarian
advance. There are also other areas—in
our schools, on our council estates and in
our local communities—where increased
democratic participation helps to reduce
inequality of influence and power.
Increasing democracy should be a vital
part of our egalitarian strategy.

a programme against
poverty

Though a wide-ranging “social justice ™
programme could help to win support for
measures to help improve the truly poor
in our society, Socialists must continue
to make the moral case against poverty.
The Royal Commission Report No. 6
concluded that the groups most likely to
find themselves in the lower quarter of
incomes include the elderly (much the
largest group) and families with children.
A high proportion of the unemployed
and disabled also have low incomes. And
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although pay is a significant cause of low
incomes (particularly where families have
a single and female earner), 60 per cent
of lower income families have no earner
at all. This evidence suggests that we
should concentrate resources on increas-
ing those mnon-means tested benefits
which go to the most vulnerable groups
—particularly pensions and child
benefits.

The harmful effect of an excessive
reliance on means tested benefits was
mentioned earlier in relation both to
“take-up” and to ‘““poverty trap”
problems. Most of the improvements
argued for above relate to mnon-means
tested benefits and so should to some
extent help to relieve both difficulties.
However, as with the * poverty trap
benefits should not be considered in
isolation from taxation. The threshold
at which income tax starts has not kept
up with the accepted definition of a mini-
mum standard of living, with the result
that many people below or on the
poverty line are paying tax. Increases in
benefits will bring even more into the
taxation system and therefore make it all
the more essential to raise the tax thres-
hold in line with the minimum accept-
able standard of living.

In the longer term, more radical reform
is likely to be needed if we are to main-
tain adequate support levels, overcome
the problem of take-up, and co-ordinate
fully tax and benefit systems. The main
alternative systems which have been sug-
gested in recent years are either some
form of social dividend or negative
income tax or an updated and expanded
Beveridge scheme (see Meade Commit-
tee’s Report, 1972, and Atkinson The
Economics of Equality, oup, 1974).

Both would be costly and considerable
investigation is needed before we make
the choice. To help us make up our
mind, a reconstituted Royal Commission
on the Distribution of Income and
Wealth ought to be asked to report
quickly on the respective merits of the
alternatives.

We need also to break into the “cycle
of deprivation”. The Royal Commission




Report No. 6 on low incomes concluded
that “some may suffer from cumulative
disadvantages throughout their lives.
Low earnings and unemployment are
frequently associated with ill health, low
skill, lower than average education and
having a father who was a manual
rather than a non-manual worker . This
suggests that, in addition to social bene-
fits, a broad supporting strategy is
required that links together policies in
a number of areas. Of these the most
important are education and training.

Since the publication of Jenks’ sceptical
reassessment of schooling in America
(Christopher Jenks Inequality, Penguin
Books, 1975). there has been a
tendency to question how far our
educational system provides an effective
means of reducing inequality. It is too
early to measure the effect of the move
towards comprehensive education.
Socialists are, however, justified in their
belief that it represents a major advance
towards equal nights in secondary educa-
tion—a development which will come
nearer completion when the quality of
that education is improved and when the
powerful position of the so-called
~public schools ” is weakened. Whatever
the situation in the United States,
Layard, Piachaud and Stewart (Royal
Commission on Income and Wealth,
Report No. 5, 1977) show that the lower
paid tend to be those with the least
education and qualifications, while the
higher paid are those with the most.
Their evidence is persuasive that, though,
other factors are also important, unequal
access to education and training is signi-
ficant in the formation of inequality and
that a more even provision of education
and training opportunities is, therefore,
an essential part of a *“social justice ™
strategy.

Commonsense in any case suggests that
there are at least three ways in which
education and training can help. By up-
grading the skills of the lower paid, it
can improve their relative position ; by
increasing the supply of the more highly
qualified, it can reduce their relative
reward advantage (there are signs that
this is already happening); and by

improving the life chances of children of
manual workers, it may increase social
mobility. So, for social as well as econo-
mic reasons we should go on giving
educational spending high priority, con-
centrating particularly on nursery educa-
tion, on the post-sixteen age group and
on more training and education for
those already in employment.



5. strengthening the

community

The importance of a fresh approach to
community has been my major theme.
The advantages of a more co-operative
approach in both industrial and social
policy and the means by which it could
be developed have been discussed in two
previous chapters. There is little doubt
that more successful policies in these two
vital areas would substantially strengthen
our sense of community. Persistent
inflation and unemployment are deeply
divisive, while inequalities breed social
resentment. However we also need to
encourage community more directly.

Take attitudes to matenial gain. Demo-
cratic Socialists have traditionally
emphasised the mneed for sustained
growth. If we could achieve it, it would
certainly provide the motor for badly
needed social spending, as well as some
increase in living standards. But, given
all the difficulties it is more likely that
we shall have to be content with little
more than economic stability. If so, we
shall have to adapt our attitudes and
beliefs. Here Democratic Socialists have
a real opportunity. They must point out
that the pursuit of material gain as the
primary objective of life is a highly
unsatisfactory basis for living in the age
of world recession, energy shortages and
social scarcity. This does not mean that
everything should be collectivised or that
there is no role for the market. It does,
however, imply that we need a social
morality which gives less emphasis to
individual reward and which puts a
higher value on sharing and coopera-
tion. As Fred Hirsch noted ‘“the only
way of avoiding the competition in
frustration is for the people concerned
to coordinate their objectives in some
explicit way, departing from the prin-
ciple of isolated striving” (Social Limits
to Growth, op cit).

Key elements in the developments of
such coordinated approach would be a
major reduction in inherited wealth, a
“consensus ” over income relationships
and a less rigid class structure. The need
for effective taxes on inherited wealth
and for a consensus over income
relationships were discussed in the last
chapter. What needs to be said here is

that if individual and group striving is
to be reduced and cooperation
increased, there must be limits on the
rewards going to those in the top jobs
and more shared provision of those satis-
factions which, if they are provided on
an individual basis, go only to a few.
With respect to the class structure, the
first priority should be to build more
educational bridges later on in life. I
have already argued on economic and
egalitarian grounds for a major expan-
sion of training and educational pro-
vision for those already at work. In
terms of social mobility because it pro-
vides additional opportunities for those
who, for whatever reason, were not able
to take advantage of earlier schooling.
Measures on the lines described above
may be radical but they are essential if
we are to strengthen the community.

We also need to consider ways of giving
people a greater say in the decisions
that shape their lives. One of the key
issues is size. Much greater commitment
is felt to small scale ‘ grass roots”
organisation than to bigger bodies. Yet
there are also powerful arguments—on
grounds of fairness, efficiency and co-
ordination—for centralisation, bureau-
cracy and large-scale organisation. Jt
would be idle to pretend that there are
easy answers. What is needed, above all,
is a shift of attitude. Wherever possible,
Socialists should be chary of proposing
big structures and in favour of “small is
beautiful ”. Where Ilarge bodies are
inescapable we should support decen-
tralised decision-making; the nearer the
decision makers can be brought to those
who are affected by their decisions, the
better for all concerned. Democratic
Socialists must also give priority to
greater accountability.

small scale industry

Industrially, the need for more small
firms has already been noted.
Democratic Socialists must consider the
role of the National Enterprise Board
and the nationalised industries as pro-
motors of small, publicly owned firms.
The part played by small cooperative




enterprises, linked to a local cooperative
bank, could also be important. As one
aspect of planning agreements, large
firms could be encouraged to spawn
smaller ones (some are already doing so).
But it is not only a question of the size
of the firm. We also need a strong
system of industrial democracy, firmly
based on the primary focus of loyalty,
the work group, but also linked through
trade union organisation to representa-
tion at higher levels, including the board-
room. If, as the evidence suggests, one of
our major industrial problems is the lack
of commitment of employees to their
firms, then a system of participation and
power-shaning from shopfloor to board-
room could help to create a more
cohesive and healthy industrial com-
munity. In the longer run, greater
involvement at the level which is of the
most immediate importance to the
majority of citizens could also help to
create a better climate for a genuinely
participative democracy and a stronger
community.

The trade unions. which employees are
now joining in greater numbers than
ever before, are bound to play the domi-
nant part in the running of a system of
industrial democracy. Trade unions pro-
vide the obvious link with the shopfloor
and it is difficult to see how democratic
representatives are going to be trained
and serviced unless it is by trade unions.
But trade union involvement in the new
democratic structure strengthens the
argument for improving trade union
democracy, structure and services.
Obviously trade unions need to consider
the election of union officials, representa-
tion on governing bodies, the role of
shop stewards, balloting of the member-
ship and so on. Sometimes more demo-
cracy may lead to a challenge to the
leadership, as well as to the “tripartite ”
system. But, as we saw last winter, work
groups already promote successful
revolts. A more institutionalised system
of internal democracy may not only act
as a safety valve but it can also buttress
authority. In any case, it is no part of
trade unionism to support structures

which are little more than one group of
experts

talking with another group.

In other aspects of life, people should
have a greater say. For example, as far
as possible the day-to-day administration
of council estates ought to be handed
over to the tenants. There should be
strong parents’ representives on the gov-
erning bodies of schools and more
power should be given to Parish
and Community Councils while vital ser-
vices like health and water should be
brought under democratic socialist con-
trol. There should also be immediate
access to the decision makers. Local
Councillors and Members of Parliament
perform a useful function, but there role
and that of the Ombudsman needs to be
supplemented by a greatly strengthened
system of advice bureaux in every main
street to which people can bring their
problems as was argued over ten years
ago by Lucy Syson and Rosalind Brooke
(““The Voice of the Consumer ”, More
Power to the People, Fabian Society,
1968).

Many of the proposals in this pamphlet
have assumed an important role for large
organisations, including government. It
is certainly difficult to see how compet-
ing claims on resources are likely to be
resolved, unless by central authorities.
However, our main institutions certainly
require greater democratic legitimacy. To
achieve this will firstly require devolve-
ment powers from an overloaded central
machine to elected regional and local
assemblies. One of the weaknesses of the
Labour Government’s devolution legis-
lation was that it appeared to be a
response to the growth of Scottish and
Welsh nationalism rather than a compre-
hensive system of decentralisation. In
opposition, Labour must work at a
revised policy of devolution which will
apply to all the regions of the United
Kingdom.

Second, there must be greater demo-
cratic surveillance of the executive. This
is partly a matter of opening up more
Government activity to public inspection
through a Freedom of Information Act.
It is also essential to ensure that the new
House of Commons investigative com-
mittees, with their power to ask civil ser-
vants detailed questions about policy



matters, are really effective (Lisanne
Radice, Reforming the House of Com-
mons, Fabian Society, 1977).

A third requirement will be to “demo-
cratise ” the relationship between Gov-
ernment and interest groups. It is right
that such a relationship should exist. In
a modern industrial society, democratic
Governments have to pay particular
attention to the employees and trade
unions. But, in any arrangement, the
community interest should not only be
served but be seen to be served. It is a
legitimate criticism—and a weakness—
of this process of bargaining between
Government and the industrial groups
that it has so far escaped effective public
scrutiny and consent. The deals have
been very much between leaders behind
closed doors. The new House of Com-
mons investigative committees clearly
have a major role in probing the interest
group leaders. As has been suggested
earlier, another way of ensuring demo-
cratic assent might be to put any agree-
ment reached to the membership—of
both trade unions and management.

It would be wrong to end this pamphlet
without mentioning the Labour Party. In
the past the Labour Party has played a
special role in integrating, not only
workers and their families, but other
groups, including radical intelligentsia
into the political system. The disastrous
decline in membership has meant that
the Labour Party is ceasing to play this
integrative role. What is required now is
to make Labour once again an open,
creative Party, capable of attracting new
members to it. During the period of
opposition we must act as a home not
only for Labour supporters but also for
discontented Tory and Liberal voters
who are looking for intelligent solutions
to our problems. Any proposals for con-
stitutional reform should be examined as
to whether they are likely to make the
Labour Party more or less attractive to
potential members and to the voters.

Another reason for increasing Labour
Party membership is so that local parties
can play a greater role in the com-
munity. One reason why inner city prob-
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lems are so intractable is that the con-
stituency party, once the focus of com-
munity activity, has been allowed to die.
Lack of local participation means that
public money is often badly spent—
which means that more money is then
needed. Revived local parties, with
renewed “ grass roots ” trade union sup-
port, could act as a magnet for local
protest and a spur to more effective com-
munity services. Labour must become
once again a party acting on behalf of
the local community.

conclusions

In opposition we must help create a new
climate of opinion favourable to Labour.
We mneed to redefine and reassert our
Democratic Socialist approach and show
how it is far more appropriate to
modern conditions than Conservatism.
Democratic Socialism is not only about
equality and freedom ; it dis also about
community. In the age of world reces-
sion, energy shortages and British indus-
trial weakness, we shall have to pay
special attention to strengthening the
idea of community.

If we are to improve the productivity
and investment record of British indus-
try, “cooperative” policies between
Government, management and trade
unions must be strengthened by : setting
up a small monitoring unit in Whitehall ;
by establishing planning agreements with
major companies (if necessary by legis-
lation) and by involving employers and
their representatives in industrial decision
making.

Government policy should assist the pro-
cess of recovery by : establishing a per-
manent incomes policy ; introducing, if
necessary, import controls; increasing
resources going to industrial training and
education and by developing an employ-
ment strategy.

The drive for social justice has to take
account of the limited effectiveness so
far of the traditional democratic socialist
policy of combining progressive taxation
with redistribution in the form of public




expenditure. What is meeded is the
creation of a new “ coalition ” in favour
of redistribution. This can only be done
if taxes on inherited wealth are seen to
be successful, if there is a consensus on
pay differentials and if the “ social
justice ’ programme is sufficiently broad
to include the disparities in status and
power which affect the majority.

Policies need to be developed to
strengthen the community which is
threatened by our relative economic and
industrial failure, sharper class tensions
and the “ alienation ” of a growing num-
ber of citizens. A social meorality is
needed which gives less emphasis to
individual reward and puts a higher
value on sharing and cooperation. Key
elements in a more cooperative approach
would be to limit rewards to those in top
jobs, more shared provision and more
opportunities for training and education
later on in life. Democratic Socialists
should be strongly in favour of small-
scale organisations, decentralised
decision-making and giving people a
greater say—at work, in their trade
unions, on their council estates and at
their children’s schools. We also need
to give greater democratic legitimacy to
central government by devolving powers
to elected regional and local assemblies
by greater democratic surveillance of the
executive and ““ democratising ” Govern-
ment’s relationship with the interest
groups. The Labour Party must assume
again its participative role by attracting
members both from and outside its
traditional constituency and by encour-
aging involvement in community affairs.

Labour’'s mission

Many write off the Labour Party ; they
say our historic mission has finished. How
can it have while so many unjustified
inequalities still exist, while peopie lack
opportunity and while our sense of com-
munity is so weak? In the difficult times
ahead, our message is more than
ever relevant. The only way we can prove
our detractors right is if we waste the
years of opposition—either in sterile
bickering or in producing a programme

irrelevant to Britain’s problems. We
should instead take the opportunity to
show how our values and policies are in
tune with the needs of the 1980s.
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community socialism
Giles Radice believes that now the Labour Party is in opposition it must
help to create a new climate of opinion favourable to democratic socialism.
He argues that in the difficult conditicns of the 1980s we need to emphasise
the importance of community—that feeling of being one with neighbours
and society which comes from sharing in common purposes, activities
and values.

In industry the author believes the tripartite system should be strengthened
by extending planning agreements and introducing a powerful system of
industrial democracy. In social policy we need to recreate a redistributive
coalition based upon taxing inherited wealth, a consensus on pay differen-
tials and a social justice system which incorporates disparities in status,
power and opportunity.

Giles Radice believes community should be encouraged more directly by
backing the small scale organisation to which people give their primary
loyalty. Wherever possible socialists should be chary of promoting big
structures. Where large organisations are necessary we should support
decentralised decision taking and greater accountability. In all the important
areas of their lives—at work, on the housing estate, in the locality—people
should have a greater say. The Labour Party must again assume its partici-
pative role by attracting members both from and outside its traditional
constituency and by encouraging involvement in local affairs.

fabian society

The Fabian Society exists to further socialist education and research. It is
affiliated to the Labour Party, both nationally and locally, and embraces alt
shades of socialist opinion within its ranks — left, right and centre.
Since 1884 the Fabian Society has enrolled thoughtful socialists who are
prepared to discuss the essential questions of democratic socialism and
relate them to practical plans for building socialism in a changing world.
Beyond this the Society has no collective policy. It puts forward no resolu-
tions of a political character. The Society’s members are active in their
Labour parties, trade unions and co-operatives. They are representative
of the labour movement, practical people concerned to study and discuss
problems that matter.

The Society is organised nationally and locally. The national Society,
directed by an elected Executive Committee, publishes pamphlets, and
holds schools and conferences of many kinds. Local Societies—there are
one hundred of them—are self governing and are lively centres of discus-
sion and also undertake research.
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