Industrial
Policy

Dodging

It is in the field of industrial policy that
Labour has come closest to winning a
new consensus for national economic
recovery. The striking and imaginative
campaign for 'jobs and industry' links
together the issues of employment,
industrial renewal and 'charters' for
the most disadvantaged groups in the
workforce. These themes are pursued
through a range of policy questions regional development, local enterprise,
specific industrial sectors, training and
youth employment, and so on. Together
with Labour's forceful reaction to the
debacles of Westland and the BLGeneral Motors deal, the campaign has
dramatised the failure of Conservative
industrial policy and commanded growing respect for Labour proposals,
although these remain at a very general
level.
The specific issue of nationalisation is
clearly a very difficult one for Labour:
its policies here are formulated under
intense political and economic pressures. The present situation is that the
very advanced demands for extended
public ownership which appeared in
Labour's programme in 1982 have been
jettisoned because they are correctly
perceived as a vote loser. For better or
worse, nationalisation on such a scale is
unpopular.

The Taxing
Questions

<7

Labour is slowly unveiling its new
economic strategy .John Grahi and
Bob Rowthorn argue that while its
themes are very much in tune with
the times, it just won't deliver the
goods in practice. The intentions are
fine, but who is going to pay for
them?
priorities - industrial regeneration,
s the complete failure

of Mrs Thatcher's economic policies becomes almost impossible to
disguise, the basis for a
new, post-Thatcherite,
•
consensus on economic policy is
emerging. This consensus could bring
together a considerable majority of the
British people around the key priorities
for national economic recovery: an
immediate attack on unemployment
and poverty, combined with a major
long-term programme of investment
and modernisation, centred on the
rebuilding of manufacturing industry.
The experience of the last eight years
is convincing more and more British
people that these objectives are simply
incompatible with the unbridled individualism promoted by Conservative
policy. They can be achieved only if the
pursuit of individual interests is limited and controlled by a recognition
of the common good.
This new mood is well expressed in
Labour's new economic and social

job-creation, increased expenditure on
the social services and the amelioration
of po'^erty. However, to judge by its
recent policy statements and general
performance. Labour's approach still
falls well short of what is needed.
Marrow electoral calculations, a preoccupation with immediate political
advantage, and unwillingness to confront difficult issues have filled Labour
statements with evasions, hesitations
and ambiguities - restricting the ambition and scope of its objectives and
reducing its chance of achieving them.
The reality is that Labour's achievement in these areas is likely to be quite
inadequate because it is not prepared to
take the necessary steps to ensure that
sufficient resources are available, and
to reduce the ability of international
finance to wreck the whole project.
In this article we trace the consequences of these inadequacies through
four key economic issues: taxation,
incomes policy, nationalisation and
finance.

Whilst Labour can still expect to win

*For
electoral
reasons.
Labour's
leadership
have set
their faces
against any
large-scale
redistribution-as a
consequence
perspecthres
for tackling
poverty have
become
gradualist in
the extreme'

considerable support for individual
acts of nationalisation, for which there
is a convincing economic justification
acceptable to the electorate, it cannot
hope to win comparable support for a
programme of widespread nationalisation of the type favoured by the
so-called hard Left. This is the reality
facing Labour at the present time. The
situation can, perhaps, be reversed in
the future, but for Labour to run at the
next election on such a radical programme would ensure defeat. Some
Labour activists find this reality difficult to accept. Others are willing to pay
such a price, but the majority are not,
nor is the leadership. Instead, they
have opted for a loose set of proposals
for promoting 'social ownership.'
This is a general notion which
embraces not only nationalisations but
also producer co-ops, workers' share
ownership schemes, the investment
activities of local enterprise boards,
regional development agencies, and
publicly owned stakes in large private
companies.
Proposals for a public stake in the
financial sector are very limited: a
British Savings Bank will bring
together the existing Post Office Giro
Bank with the National Savings service; a British Investment Bank will
manage public investments in private
industry. Nationalisation proposals as
such cover little more than the renationalisation of British Telecom and
British Gas, together perhaps with the
taking over of a major drug company as

24
MARXISM TODAY NOVEMBER 1986
PRODUCED BY UNZ.ORG
ELECTRONIC REPRODUCTION PROHIBITED

Poverty and
Taxation

called for by the last party conference.
There are, however, plans for the
expansion of existing public corporations, which will also be allowed to
diversify into new activities. Potentially, this last proposal is the most radical
of all and, if fully exploited, could
greatly strengthen the economic leverage of the public sector.
In the industrial strategy which seems
to be emerging Labour will use the
notion of 'social ownership' to build
certain social objectives into a programme of public support for industry.
Support will be channelled to enterprises of all kinds through a range of
national, regional and local agencies,
taking the form of subsidies, public
investment stakes and public purchasing. It will be directed towards job
creation and all the aspects of industrial modernisation - research, investment, training, product development.
his seems to be a fruitful
direction
for
industrial
strategy. Under present conditions, it is a potential vote
winner and could play a central role in
reversing the country's industrial decline. It means, of course, accepting the
continued importance of capitalist enterprise in our economy, but there
really is not much alternative. The
main problem is that the strategy is at
present very diffuse. It will be necessary soon to be much more concrete consultative documents will have to be
replaced by policy statements, priorities will have to be determined, sums of
money specified.

T

Here is where the difficulties will arise.
To be effective Labour's industrial
strategy requires a substantial increase in investment both to modernise
the more backward parts of British
industry and to increase productive
capacity. It also requires expenditure
in complementary areas such as the
railways, technical education and the
like. These expenditures will compete
with Labour's other social and economic programmes for resources. Under
a future Labour government the supply
of resources will not be infinitely
elastic. It will not be sufficient to
support simultaneously an ambitious
investment programme, a massive job
creation programme, a large expansion
of the social services, a big rise in
welfare benefits, a substantial increase
in wages and all the other desirable
objectives Labour would like to
achieve.
These objectives cannot be achieved
simultaneously. Any attempt to do so
will lead to a massive shortage of
material goods, a balance of payments
crisis and inflation. Since Labour has
rightly declared itself the party of
production, investment must take precedence and some of these objectives
must be abandoned for the time being,
or at least scaled down. The question is
which objectives? It is to this question
we now turn.

*Fine words
and, no
doubt,
sincerely
felt. But
what do they
mean in
practice? The
answer is
precious
little*

At a purely technical level it is hard to
fault Labour's policies against poverty.
Public expenditure will be used to
expand employment, more will be
spent on the social services, a national
minimum wage will be introduced to
cover full-time and part-time workers,
and welfare benefits - in particular the
child allowance - will be increased.
The measures could indeed represent
a major attack on poverty if they were
implemented thoroughly and with
sufficient funding. But Labour has
carefully avoided any such commitments. The target for unemployment
has been kept as modest as possible: a
reduction of one million over two years
with an eventual commitment to provide a job opportunity for all the
long-term unemployed.
No effective programme against
poverty is feasible without a major
redistribution of income. For electoral
reasons. Labour's leadership have set
their faces against any large-scale
redistribution - as a consequence their
perspectives for tackling poverty have
become gradualist in the extreme. In
the realm of taxation Labour proposes
to redistribute only the £3.5 billion
which the richest 5% have gained from
Tory tax handouts. This will be clawed
back and used for a first round increase
in welfare benefits.
There is to be no increase in tax rates
beyond this. No-one earning less than
£27,000 a year, it is often said, would be
worse off as a result of Labour's tax
proposals. This is an exaggeration,
because it ignore changes in the rules
governing national insurance. Even so,
it remains true that the bulk of middle
income earners - the ordinary middle
class and upper working class - will
pay virtually no extra tax at all on their
current incomes.
One only has to divide the extra ti.i
billion tax revenue by the 16 million
British people living near or below the
poverty line to appreciate the inadequacy of Labour's policy which may
end up as little more than a gesture. It
works out at just over £4 per week per
head.
In his speech to the party conference
Neil Kinnock said that Labour would
mobilise a compassionate 'moral
majority', a majority which opposed
the meanness of Toryism and abominated its dual standards. Labour would
'bind the wounds of the nation'. Fine
words and, no doubt, sincerely felt. Neil
Kinnock obviously feels passionately
on the subject of poverty and inequality. But what do they mean in practice?
The answer is precious little. If the idea
of compassion means anything at all, it
means sacrifice. It means that the
better off members of the compassionate majority - not just a tiny handful at
the very top but a substantial fraction
of this majority - must give up
something to help those worse off than
25

themselves.
Without such a sacrifice, the very idea
of compassion is devoid of meaning,
and Neil Kinnock's words are empty
rhetoric. Yet Labour makes no call
whatsoever for sacrifice from the
middle income earners who form such
a crucial part of this supposedly
compassionate majority. On the contrary, its tax proposals are explicitly
designed to avoid any additional tax on
the average middle income earner.
There may be some shuffling around of
income within this group - from middle
income earners without children to
those with children for example - but
no transfer of income between this
group as a whole towards the poorer
members of society.
As far as taxation is concerned, few
people conventionally described as
working class and relatively few members of the ordinary middle class will
be expected to make any sacrifice at all
to help the poor and the unemployed. In
the short run, the entire tax burden of
the anti-poverty programme will be on
the shoulders of the top 5% of income
earners. In the longer run, it is hoped
that economic growth will eliminate
poverty by providing jobs for the
unemployed and yield more tax revenue to finance government welfare
programmes. In the meantime, the poor
will have to be content with the £4 a
week they get from the rich.
The excuse Labour gives for taxing
only the rich is that total taxes have
already been increased under the
Tories on everyone except the top 5%.
This is true but misleading. It ignores
completely the large increase in real
earnings which has occurred under the
Thatcher government for many of
those fortunate enough to keep their
jobs. Despite the underlying decline in
the British economy, average post-tax
real eanings have risen by more than
18% since 1979. This is more than in
any other Western country, including
Japan.
t is, of course, an overall figure.
For manual employees the increase has averaged maybe 12%
whilst for non-manual emloyees
the average is over 20%. Even so, the
fact remains that a considerable number of people in employment, especially middle income earners, have received a very large increase in their
post-tax incomes. Meanwhile, welfare
benefits have risen at a much slower
rate, or sometimes even fallen, and
millions of people have been thrust into
poverty
by
unemployment,
by
casualisation and by wage cuts among
the lowest paid workers.
Labour's plans will hardly begin to
reverse the massive increase in inequality among working people that
unemployment and casualisation have
produced during the Thatcher era.
Such a reversal cannot be financed
simply by a squeeze on the very highest
incomes; it also requires redistribution
from middle incomes towards the poor
of every variety. Labour could, of
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Labour and
Incomes Policy

course, be even tougher on the rich,
especially those who live primarily on
unearned income, but this would not in
itself be sufficient.
The rich may be an affront to our sense

of justice and their existence certainly
makes it more difficult to call for
sacrifices from the average person.
But the amount of resources they
actually consume is relatively small,
and even a punitive assault on their
incomes would not provide sufficient
revenue to finance a really effective
programme of job creation and welfare
benefits.
or example, suppose that in
addition to the measures
already proposed by Labour,
there was to be an absolute
ceiling such that no-one could receive a
post-tax income more than three times
the average. This would be quite a
radical measure, perhaps too radical
because it might drive out of the
country many top professionals, industrial managers and others upon whom
our future prosperity depends. Even so,
it is doubtful whether such a step would
raise more than another £2 billion or so
over and above the £3.5 billion arising
from measures already proposed by
Labour.
Thus, whilst Labour's proposed policy
towards top incomes, especially unearned incomes, could and should be
tougher, the extra resources thereby
acquired would be relatively small. The
income of the rich, however highly
taxed, is simply not great enough to
finance the additional welfare benefits
and job creation required to make a
fundamental attack on poverty, whilst
at the same time increasing public
investment and expanding the social
services. The fact is this can only be
done by taxing middle incomes more
heavily.

F

Labour leaders are well aware of the

above criticisms and they would probably like to raise taxes on middle
incomes. But this is not what they
advocate. On the contrary, they have
attacked the SDP for its courageous
suggestion that middle income earners
should help finance the anti-poverty
programme. The SDP tax proposals, it
is true, have several weaknesses. For
example, they are softer on the rich
than Labour's proposals, and they rely
more heavily on selective means-tested
benefits than do those of Labour, which
lean more towards universal provision.
On both counts they deserve to be
criticised.
However, this does not alter the fact
that the SDP is right to call for a
transfer of income from middle incomes to the poor and low paid. In this
respect their tax proposals are clearly
more egalitarian than those of Labour.
They embody a conception of social
solidarity which is absent from the
Labour programme whose slogan is
'Tax the rich and give to the poor, but
leave the middle well alone'.

*Thisdoes
not alter the
fact that the
SDP is right
to call for a
transfer of
income from
middle
incomes to
the poor and
low paid*

A strongly redistributive tax structure
is one pre-condition for achieving
Labour's economic and social objectives: industrial regeneration, the elimination of poverty, job creation and
expansion in the social services. Even
more crucial is an effective incomes
policy.
During the initial years of the Labour
government there is bound to be a
severe shortage of material goods.
Investment will be increased, more will
be spent on the social services, employment will be increased, minimum
wages will be established for low-paid
workers, welfare benefits will be
raised. All of these measures will
increase the demand for material
goods. Up to a point the available
supply of such goods can be increased
by raising domestic production or
importing additional goods from
abroad.
However, given the depletion of British industry under the Thatcher government, and the adverse international
environment, there is limited scope for
such an increase. Hopefully, the situation will change when Labour's investment and modernisation programme
bears fruit and new supplies of material goods become available. However,
this will take some years and in the
meantime Labour's various economic
and social programmes will have to
compete with other claims on the
limited material goods available.
Of these claims, by far the most
important is the consumption of wage
and salary earners, especially those in
the middle range of incomes - the
upper working class and the ordinary
middle class. It is the consumption of
these people which will determine how
far Labour can fulfil its economic and
social objectives. Whilst there is some
scope for squeezing the rich even
further than Labour proposes, the
crucial factor is what happens to the
upper 50% or so of wage and salary
earners. The faster the incomes of
these people rise in real terms, the
greater will be their consumption and
the less material goods will be available
for other purposes.
To be realistic, the real incomes of this

group must virtually be frozen for
several years if Labour is to meet its
existing targets. Any substantial increase in the real incomes received by
this group will make it quite impossible
to achieve Labour's targets. Some or all
of the major programmes will have to
be curtailed. The anti-poverty programme, inadequate though it is, may
have to be cut back; plans for more
industrial investment or expansion in
the social services may have to be
frozen; emergency job creation may
have to be abandoned.
Thus, if Labour is to achieve its
targets, incomes in the upper half of
the pay range will have to rise at rates

close to zero for a period of several
years. This will involve a sharp break
with the Thatcher years during which
real incomes for many who have kept
their jobs have risen rapidly, despite a
virtual stagnation in total output. This
rise has been made possible through
massive job-shedding which has concentrated an almost stationary total
income in the hands of fewer people.
This rise in wage and salary incomes, in
spite of growing unemployment, has
disoriented many erstwhile devotees of
the free market who have been driven
to contemplate radical interference
with the wage-setting process.
Labour's leaders and their economic

advisers are quite aware of the dangers
of rapid wage growth and its possible
effects on Labour's programme. Any
sustained and substantial rise in average earnings will either force the
abandonment of Labour's programme,
or provoke much higher inflation, or,
quite possibly both: the anguished
realisation of this can be read between
the lines of all the joint TUC-LP
documents, but the Labour leadership
have lacked the courage to spell it out.
Implicity, it is recognised that every
major commitment by Labour is contingent on a successful policy of major
restraint, although the need for this is
never explicitly argued. Labour should
be making it crystal-clear to the whole
population that to achieve its wider
objectives (for example, a minimum
wage set at a decent level) it will need
to restrain the wages and salaries of the
better-paid. Instead of this, the Labour
leadership is hoping to administer
restraint through the back door. In a
worryingly familiar way, it is proposing a national economic assessment by
a Labour government and the TUC
leadership. In this way, it is hoped, the
trade union leadership can be persuaded of the need for restraint and
will agree to hold back wages.

W

hat is worrying about this
scenario is not the fact
that it is really an incomes
policy in disguise - a fact
which sends many of our more blinkered comrades into apoplexy. Rather, it
is the secretive, underhand way it is all
being carried out. Instead of arguing
openly and politically about the need
for restraint, and educating public
opinion both inside and outside of the
labour movement, the party leadership
is relying on its special relationship
with the trade union leaders to deliver
the goods when the time comes.
This is not only very undemocratic, it
is also foolish. Many trade union
activists, who believe there will be no
incomes policy, will be disillusioned to
find that they have one in disguise.
Equally important is the attitude of the
ordinary trade union member and those
not in trade unions. With practically no
warning, many of them may be asked to
accept a virtual freeze in their real
incomes - or even a reduction - in the
'national' interest.
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In the event, they may go along with it,
but one cannot be sure. It is immeasurably easier to call for sacrifices or
restraint if people have been prepared
in advance, if they know what the
issues are. If this is not the case, they
may simply refuse to co-operate and
the whole project may collapse in ruins.
Yet Labour has made little effort to
prepare people for what lies ahead.
Certainly, Labour talks endlessly about the desperate plight of the economy
and the nation, but there is virtually no
mention of the fact that to put this right
will require sacrifices, an end to the
kind of wage and salary increases
which have occurred in recent years

Income Patterns
Under Thatcherism
Post-Tax Real Earnings

in the UK
^^" ~\

whole economy
manufncturing
1979-100

1979 80 81 82 83 84 8S 86
Source: Monthly Digest of
Statistics
Average earnings index divided by
the official tax and price index in
June of each year.

This graph shows what has
happened to real post-tax
earnings in the UK since
1979. After stagnating in the
early years of the Thatcher
government, they have risen
extremely fast subsequentlyi Information is given
separately for manufacturing and the economy as a
whole. (The real earnings
shown here are derived by
making allowance for the
effects of both inflation and
income tax changes.)

Real Monthly Earnings in
Manufacturing
7<- change 1979 - 1st quarter 1986
US
-3.9
Canada
+0.8
Japan
+11.7
France
+8.6
Germany
+3.0
Italy
+10.7
UK
+18.1
Source: National Institute
Economic Review
Adjusted for inflation, but not for
the changes in income tax.

This table shows what has
happened to real earnings in
manufacturing industry in
the major Western countries. It shows how, despite
the abysmal performance of
manufacturing industry in
the UK, real wages for those

Finance and
the City

under the Tories. Labour leaders are, of
course, well aware of this self-evident
truth and occasional hints in this
direction appear in their speeches and
documents. But these are merely hints
and, so far, they have completely failed
to confront the question openly.
What is required is a stark, simple
statement of the realities facing our
country and what they mean for wages
and salaries. There is simply no room
for large wage and salary increases
except for the low paid and, perhaps, a
few special cases amongst the betteroff, like teachers, to whom the Tories
may already have made commitments
before Labour comes into office.

fortunate enough to keep
their jobs have risen much
faster in the UK since 1979
than in any other major
Western country. (The figures shown refer to hourly
pay after making allowance
for inflation. No allowance is
made for changes in income
tax which have occurred during this period.)
Employment and Earnings in
UK Manufacturing Industry
% change 1979 - 1986
(June of each year)
Output
Employment
Output per employee
Post-tax real earnings
Source: Monthly Digest of
Statistics

These figures show what
has happened to output, employment and earnings in UK
manufacturing. Total output
has fallen since 1979. However, the fall in employment
has been much greater with
the result that output/worker
has increased. This increase
in output/worker has allowed
firms to increase real wages
by a very large amount on
average. Within the former
manufacturing
workforce
there has been a huge redistribution of income. Some
people have gained enormously through higher
wages financed by higher
productivity, but the cost of
this has been mass unemployment and a dramatic fall
in income for those who have
lost their jobs. What we see
in this table is the divisive
effects of Thatcherism on
the working class: prosperity for some purchased at the
price of poverty for others.

Mf Labour is
to achieve its
targets,
income in the
upper half of
the pay range
will have to
rise at rates
close to zero
for several
years*

Labour's shadow chancellor, Roy Hattersley, recently claimed that' 'Labour
is the party of production; Labour will
be the government of production'. Our
argument has been that Labour's
stance on economic questions is very
far from making good this boast.
Labour's attitude to financial constraints is another example of its
failure to meet the challenge of a
thoroughgoing renewal of Britain's
productive system.
One of the greatest obstacles today to
the development of production lies in
the financial pressures produced on a
world scale by economic slowdown.
This is part of the pathology of
capitalist economic systems: any major
disequilibrium or widespread uncertainty in the productive structure
releases a huge drive into the safety of
financial assets.
In the last decade the whole focus of
Western economies has been displaced
from industrial systems to financial
markets and this imposes huge burdens
on productive reconstruction: very
high interest rates, enormous volatility
in foreign exchange and other financial
markets, crises of international debt.
These are global forces which impose
constraints on all national governments
- limits to the reduction of interest
rates and the growth of public borrowing. Labour has accepted that it will be
unable to finance its spending plans
through borrowing in which it envisages only a minor increase.
But this recognition makes its refusal to

raise taxes all the more damaging.
Given the enormous pressures that a
Labour government will be under to
relax Conservative spending contraints
on local authorities, on public services
and on public sector pay, Labour's
present plans to make only small
adjustments in public borrowing and
tax revenue are bound to produce a
severe shortage of finance for the
recovery programme. Tory claims that
Labour will go on a spending spree are
exactly wrong - what is alarming is the
continuity of Labour's monetary and
fiscal policies with those of the present
government.
n Britain, financial dangers - for
instance foreign exchange crises,
very high interest rates, or violent disturbances in financial
markets - are much sharper because of
the concentration of international
financial institutions in the City of
London.
We agree with the widely held view on
the Left that the most powerful of the
financial institutions are essentially an
enclave - they are not a national
economic force because they will always put their global freedom of
manoeuvre before their links with
British industry. Increasingly they
have little to gain from a specifically
British economic recovery.

I
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The internationalisation of its interests, however, does not lessen the
City's political and ideological weight
in British life which is now, ironically,
strengthened by the fact that it has
prospered enormously in the same
years that have seen a decimation of
British industrial enterprise. The City
and international finance are, in fact,
the only bloc of economic interests
which continues to benefit from
Thatcherite economic policies. Tax
reductions, deregulations and the release of market forces have ceased to
be a defensible strategy for national
economic recovery but they still underpin the speculative asset markets
which generate profits for financial
capital.

*lf this is not
the case,
they may
simply refuse
to
co-operate
and the
whole
project may
collapse in
ruins. Yet
Labour has
made almost
no effort to
prepare
people for
what lies
ahead*

Here again. Labour has a very sophisticated understanding of the problem which Roy Hattersley has described in virtually marxist terms: 'We
are the world's largest international
banking centre and have the biggest
foreign exchange market. This tradition of international business', Hattersley says, 'has its origins in our imperial
past - the feature of cur history which
for one hundred years diverted our
attention from domestic investment
and therefore contributed to our more
recent decline. Now our position can
only be maintained by allowing overseas banks and financial institutions to
colonise London'. 'No one', he adds,
'should make the mistake of believing
that successes for the City are necessarily of benefit to the economy or the
nation as a whole . . , the encouragement of the economic environment in
which the City thrives - high interest
rates and an over-valued pound - has
contributed to the long-term decline of
t h e . . . economy as a whole.'
The clarity of this analysis, however,
is combined with an almost complete
pessimism and defeatism in the sphere
of practical policy. Mr Hattersley has
argued for a somewhat stricter regulation of financial transactions. This is a
reform which is almost needed by the
City itself, so badly has its reputation
been tainted by recent scandals and
frauds.
In economic terms, however, Labour
seeks only to assuage the forces of
finance. The calculation is that, beyond
a few very limited interventions, nothing can be done, certainly no general
controls would be introduced. Addressing institutional investors in New
York, Mr Hattersley even went so far
as to say that exchange controls in
Britain had become an impossibility.
The implication is that an elected
government is so weak vis-d-vis the big
banks that Labour could not deploy an
elementary instrument of monetary
policy which exists today in several
West European countries.
What Labour proposes is to remove the

tax advantages currently enjoyed by
pension funds and insurance companies which hold more than a certain

proportion of their assets overseas.
They will be encouraged to buy British
government securities in place of
foreign assets and the proceeds will
finance loans to industry through a
British Investment Bank.
Since the policy has been put forward
in a somewhat demagogic way it is
important to stress the very limited
nature of this intervention (it is not, as
Hattersley misleadingly refers to it, a
control.) The operation offers only a
marginal shift of the constraints imposed by Britain's deteriorating trade
performance. The illustrative figures
presented in one Labour Party document suggest that a once-for-all repatriation of some £20 billion would be
gradually induced over a period of
years. Such a measure would give no
defence against a sudden run on
sterling which, as the recent example
of Australia and past experience of
Labour governments in the UK have
shown, could easily occur under a
Labour government once it lost the
'confidence' of international finance.
he tax disadvantages of overseas assets - for those institutions affected by the policy would certainly be outweighed by the overnight gains they
could make if the sterling exchange
rate collapsed. Nor would the measure
do anything to protect the UK economy
from foreign investors, whose importance has increased enormously in
recent years.
This fatalistic approach is likely to
cost industry dear since it makes it
difficult to defend the productive
structure from the turbulence, high
interest rates and short-term calculation which prevail in the financial
sector.

T

We have no wish to trivialise a complex

problem. There are manifold difficulties in limiting the power of financial
institutions and no conceivable policies
can today completely insulate national
industry from international finance in
the way some countries have achieved
in the past. However, this is no excuse
for passivity. Because exchange controls would not be perfect, this does not
mean they would be useless.
In promising not to introduce controls
Labour is giving a hostage to fortune
which it may come to regret bitterly in
the future. Hopefully, this is one
promise that it will renege on when the
time comes. Exchange controls, it
should be noted moreover, are consistent with participation in international
arrangements such as the European
Monetary System and are not simply a
recipe for isolationism.
Britain is in a mess. The country's
manufacturing base is weak, North Sea
oil revenues have collapsed, there is a
looming balance of payments crisis, the
social services are in decline, millions
of people are unemployed and there is
widespread poverty. In tackling these
problems, a future Labour government
will face a formidable challenge. On
28

present showing. Labour does not
measure up to this challenge. In some
directions, such as industrial policy, its
plans are imaginative and potentially
effective. However they may be frustrated by failings in other directions.
Labour has pledged itself not to
increase tax rates on middle incomes.
This will severely restrict the amount
of resources available to the Labour
government for its industrial regeneration programme and to meet its other
social and economic objectives. The
promise not to increase such taxes has
already been made and it is now
probably too late to go back on it. This
makes it even more imperative to
confront the question of incomes policy. One of the biggest threats to
Labour's social and economic programme comes from unrestrained increases
for the middle and upper range of
salary earners. Given the present
appalling state of the British economy,
any significant increase in this type of
income will lead to an escalating
economic crisis and make it impossible
for Labour to achieve its objectives,
which have already been scaled down
to a supposedly 'realistic' minimum.
Labour leaders are quite aware of this
dilemma but they have so far failed to
speak out openly on the question.
What is required is not hints and
innuendos but a vigorous propaganda
campaign to convince both the general
public and trade union activists of the
need for an incomes policy and restraint for the better paid. This campaign should begin now. If action is left
until after the election it may be too
late.
Another area of weakness concerns
international finance and the City of
London. No one expects Labour to come
out publicly in favour of exchange
controls. This would merely lead to a
huge sterling crisis if it looked as
though Labour was going to win the
election. What is required is for Labour
to impose exchange controls as soon as
it takes office, whilst denying this
invention beforehand. Such denials
may seem like hypocrisy to some, but
in fact it is normal behaviour in the
realm of international finance. No one
ever announces in advance that they
will impose exchange controls, and it
would be foolish for Labour to behave
any differently. What is worrying,
however, is that Labour leaders seem to
have accepted the fabulous argument
that exchange controls are no longer
possible now that we live in an
electronic age. As a result they will
have no means whatsoever of shielding
the British economy from the pressures of financial speculation, and their
entire programme will be at the mercy
of international finance.
Unless these problems are tackled a
future Labour government may be
crushed between the forces of sectional
and economistic militancy and international finance. If this happens, it will be
a blow from which Labour may never
recover. •
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THE OTHER SCENE
Monday Gay Nights
At The Hippodrome
M o n d a y 3rd N o v e m b e r
1986

A Spectacular

NIGHT OF
LEATHER
(and Fireworks!)

THIRTEEN CLASSIC MALE IMAGES
PHOTOGRAPHY BY CINDY PALMANO
STYLING BY RAY PETRI

DESIGN BY SHOOT THAT TIGER!

FINEST QUALITY PAPER / PRINTING AND PACKAGING
THE PERFECT PRESENT FOR SOMEONE SPECIAL

£500 cash in prizes for the most outrageous
leather costume in the Leather Fashion Parade.
Normal admission £6
W i t h this a d . A D M I T TWO AT £4 EACH
Dinner reservations (free admissions) 01 -437 4311
Management reserves the right of admission
Hippodrome Corner, Leicester Square, London WC2

NAME
ADDRESS_

OAYTIMETELEPHONE NUMBER _
PLEASE SEND ME

-PALMANO MAN CALENDARS

A T E 1 S - 0 0 (PLUS £1 75 P+ P) EACH. AMOUNT ENCLOSED
SEND A CROSSED CHEQUE OR POSTAL ORDER MADE PAYABLE TO S H O O T T H A T T I G E R !
OR CHARGE YOUR AMERICAN EXPRESS OR ACCESS ACCOUNT BY EITHER QUOTING
YOUR CARD NUMBER BELOW OR BY CALLING US IMMEDIATELY ON 0 1 - 2 S 1
AMEX

D

ACCESS

D

I

SHOOT THAT TIGER!
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LONDON EC1B1ND

THE OTHER

SCENE

'Red Stripe'
The Cay
Condom

THE
london l e s b i a n aind gay

CENTRE

A Big Welcome from the
Centre to Left Unlimited.
We're open nights and days
during the events.

'RED STRIPE' is a strong
teatless condom that
has been developed specially
for the needs
o f t h e Gay Market.
'RED STRIPE' satisfies

"Fab catering, friendly
atmospliere"...
Marxism Today.

the special demands of
Gay sex, and strong
condoms have
been recognised
as an effective
protection against the
spreading of the AIDS virus.

Prophyltex

The TERENCE HIGGINS TRUST
recommends that if you must have intercourse, use a strong condom
Please send 2 pks o f 6 'RED STRIPE' and safe sex g u i d e plus a
c o m p l i m e n t a r y t u b e o f SENSITAL lubricant. I enclose a cheque/postal
o r d e r f o r £4.25 ( p + p inc.). Please m a k e payable t o F.T.C.

London Lesbian & Gay Centre, 69 Cowcross
Street, LondonECTM6BP.
Tel:608 1471.
Nearest Underground: Farringdon on
Metropolitan Line. Wheelchair access.
Assistance
available

Name

C

F.T.C.
Dept MT
2 LadbrokeGrove
L o n d o n W11 3BG

Address
Code
This coupon or a letter will suffice to order

Supports Party Policy for
equality in the law and
tackling discrimination
against lesbians and gay men
Liberal Lesbian and Gay
Riglrts Campaign,
Youtii Office,
1 Whiteliail Place,
London SW1A 2HE.

Read us.

STUD GAY CENTRE
39 Frith Street London W.1.
Leather & Sportswear
Novels Guides Poppers
and
Cords Cords Cords

join us

TRIANGLE

OPEN TILL 10pm FRIOAY& SATURDAY
Mon-Thurllam-Spm CLOSED SUNDAY M . 01-437 1934
RUN BY GAYS FOR GAYS

Liberal Lesbian & Gay Rights M a g a z i n e

GALOP
GA.Y

£5.001 50 p & p .

F-Or.rCE

r ^ O N I T O R I rslG

GROUF*

POLICE POWERS AND YOUR
RIGHTS

OFFICIAL LICENSED MERCHANDISE
T-SHIRTS
AlbumT-shirt
U.K.TourT-shirt
Y o u are my w o r l d T-shirt

LOMDOrsJ

BADGES
Set of 1 inch
£0.50p 1 25 p & p .

A 6-part, 24-page guide to new powers contained in
the Police and Criminal Evidence Act.
"Highly recommended. Easily the clearest such guide...
equally applicable to all people and organisations likely to
have hassles with the police."
New Statesman, May 2 1986.

Please send order stating items required money ser|t and your name and address.
Send cheques or postal orders to Modern Works P.O. Box 69 Waltham Cross, Herts
ENS 7BP. Please allow 28 days fdr delivery.

£1 plus 22p postage from BM GALOP, LONDON WC1N 3XX
Cheques/PSs payable to Gay Civil Liberties Trust.
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Clarity of ideas and presentation have always been central to Marxism Today.
This month's issue serves to underline this commitment. The new
design coupled with new features will, we hope, further enhance the
magazine's perceptive and innovative approach to current affairs and
culture - one which commands respect from friends and foes alike.
Past, present and future cry out for dogma-free, imaginative
analysis. Don't settle for the tired old performances: find out how the art of
politics comes alive every month through the pages of Marxism Today.

art
politics
S P E C I A L

S U B S C R i P T i O

O

F F E

3 months FREE . . . and a set of'Art of Politics' postcards! Subscribe now and receive 15 months' issues for
the price of 12 - along with a set of 4 new postcards based on designs from Miro to Mondrian.
Name

Address

Please send eheque/PO for £11.40 (UK)/£20 (Overseas)
Or: Please debit my Access/Visa card No (delete as appropriate)

Signed

sru\-\v

Return (no stamp needed) to: Marxism Today Subscriptions, FREEPOST, Bletchley, Milton Keynes MKl IPW

Marxism
Today
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£10,000
Soonsor Our
Future
Our future is in your hands.
MARXISM TODAY is expanding fast.
Already recognised as one of the best, we set our sights high - and
want to grow and extend our influence. Last month we embarked on
our most ambitious project yet: a complete redesign and relaunch.
But big plans are one thina. Making them happen is another matter.
We're run on a shoestring, and a thin one at that.
This summer we launched an appeal to our readers for £10,000 to
help finance our redesign, relaunch and exciting plans for the future.
The result is in your hands. And so is our future. So far nearly £6,000
has been raised. We need you to help us reach the £10,000 target. We
make no bones about it: if we fail we'll face serious difficulties.

Why not sponsor MARXISM TODAY? Hundreds have
already given.
WHY NOT JOIN THEM?
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