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We therefore feel thaW is vitally 
necessary that we provide a 'workers' 
guide' to the economic idees that are 
now being put into practice. They 
will affect the lives of all of us very 
deeply.

A significant milestone for British 
capitalism in 1978 was the 
achievement of a stronger and more 
stable exchange rate for sterling. 
This new position of moderate 
strength will be a crucial reference 

t

point for the Tories. They intend to 
maintain it.

The Conservatives believe strongly 
in an unhampered free market 
economy. They believe in bringing 
employers eyeball to eyeball with the

'realities' of such an economy, where 
firms are spurred on to proficiency 
by the cut and thrust of international 
competition, and if they fail they go 
bankrupt.

In the past this exchange rate has

May saw a change in government which went well with the vagaries 
of the British Spring weather. Labour was replaced by the Tories. 
When it stops raining on the working-class it starts to snow!

The new Conservative administration is adopting a viciously 
reactionary policy for economic management, based on 'monetarist 
ideas. This policy had nevertheless already been to a large extent 
accepted by Chancellor Healy in his later months in office, albeit 
grudgingly and with some differences in detail.
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been allowed to drift downwards, 
devaluation, to give British industries 
a breathing-space from foreign 
competition in the domestic and 
export markets. Thatcher will not let 
that happen.

Devaluation makes British goods 
cheaper abroad and foreign goods 
dearer in Britain. British firms can 
compensate for rising costs by raising 
their prices without losing out. 
However, the disadvantages are that 
the cost of repaying foreign loans 
rises and, more importantly, the cost 
of all imports, including raw 
materials, rises, thus causing inflation.

Continued on page 2

The Labour government had begun to place a growing reliance 
upon the fixing of monetary and fiscal targets as a basic point of 
departure for economic policy. To some extent Mr Healy still 
attempted to balance his efforts in this direction with appeals to 
workers to observe pay guidelines.

Under the Conservatives, however, we shall see monetary and 
fiscal policy placed firmly at the centre of the government's 
handling of the economy.

id

■'f - ■■ ’ r. v. IM

T

o

0



2 LIBERTARIAN COMMUNIST Number 5

some 24%. They built few hospitals 
or schools, undertook few repairs. 
This sort of solution only ever works 
in the shortterm. Pretty soon some 
fairly alarming cracks are literally 
going to appear in the fabric of our 
modern industrial society. This is 
going to place further strains on the 
Tory policy of cutting public 
spending.

A strong exchange rate has the 
advantage of restraining import costs. 
Its main virtue in Conservative eyes,
however, is that it forces
employers to compete head-on with 
foreign firms. In 1978 average 
earnings rose by some 13.4% while 
price rises were kept down to 8%. 
Coupled with the strong exchange 
rate and resulting competition this 
meant a decline in profits despite 
continuing subsidies from the 
government. The Conservatives feel
that this sort of environment is 
necessary. It will mean that 
employers have to increase produc­
tivity and cut labour costs. It will 
mean that they have to take on their 
work-force to survive.

Before examining that confron­
tation in any detail, it is necessary to 
explain the proposed Tory strategy 
for maintaining exchange rate 
stability, for it is here that the 
importance of monetary and fiscal 
policy emerges.

In 1975to 1976the Labour 
government responded to the massive 
wage offensive of the working-class 
which accompanied the overthrow of 
Heath by allowing the pound to fall 
on international markets. Linked 
with successive rounds of wage 
restraint which prevented workers 
from recouping the new price rises, 
tax relief and government aid, this 
resulted in a long-term increase in 
profitability.

This success, alongside the grow­
ing impact of North Sea oil on the 
balance of payments, was a foun­
dation for strengthening the 
exchange rate. The process was 
accompanied, particularly after 
growing working-class resistance to 
wage restraint, by attempts to 
operate a direct link between the 
exchange rate and the rate of growth 
of the money supply.

Restriction of the money supply 
will be the Conservatives' principal 
tool in their attempt to preserve an 
acceptable exchange rate. To allow a 
substantial growth would mean an 
effective devaluation, the more 
pound notes you print, the less they 

The policy of making private 
industries face up to foreign com­
petition requires, then, an assault on 
the public sector. In order to main­
tain exchange rate disciplines on the 
private sector the Conservatives are 
prepared to make the reduction of 
the public sector borrowing require­
ment a central part of their policy. 
They will make what the Labour 
government did to the public sector 
look like chicken-feed.

This is the crux of monetary and 
fiscal restraint. It is the operative 
keystone of Conservative policy. It 
is the basis for public sector cuts and 
wage restraint.

There are a number of reasons for 
thinking that the government's 
policy will result in severe upheaval.

In the first place the limits on 
sectoral expenditure laid down by 
Chancellor Healy (which were them­
selves considered too generous by the 
Tories) were not designed to include 
the substantial pay rises won by 
workers in the public sector over the 
last few months. If the planned cash 
limits are to be maintained, as 
representatives of both major parties 
have argued, then substantial cuts 
will have to be made in other areas. 
If the cash limits are exceeded, then 
the only option to public sector 
borrowing would be rises in rates or 
taxes.

Secondly, public sector borrowing 
for 1978/9 has in fact turned out to 
be higher than the £8.5 billion 
planned by Labour. It reached a 
total of £9.2 billion. This is another 
reason why the Cabinet are cutting 
public sector spending so enthus­
iastically.

Thirdly, the Conservatives have 
won the election partly as a result of 
their pledge to cut taxes. If you cut 
taxes you either have to raise the 
money another way, for instance by 
an increase in indirect taxation 
(VAT) which would be inflationary, 
or do without the money which 
results in more cuts. Also the Tories 
are sticking by their election promise 
to pay the police and army massive 
rises (yqu could say that they know 
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are worth in relation to foreign 
currencies. How will they go about 
preventing this?

Apart from bank credit, which 
can be to some extent controlled by 
manipulation of the -.terest rates, 
the main influence on the supply of 
'new' money is seen to be public 
sector spending or, to be more 
precise, that part of it which is 
funded by borrowing. The finance 
markets of London and abroad now 
see restriction of the British govern­
ment's borrowing requirement as 
being a necessity for maintaining a 
stable exchange rate.

who their friends are). This will 
mean them getting an increased share 
of a much reduced public sector 
spending cake.

Fourthly, as Conservative plans 
begin to bite over the coming 
months, unemployment will begin to 
rise. Cutting the public sector means 
losing jobs and that results in more 
people claiming benefits and so puts 
more pressure on limited public 
sector cash.

Finally, one of Labour's methods 
of making cuts in the public sector 
fairly 'painless' was to reduce capital 
investment in the public sector by 

Freeze
The Conservatives intend their 

strategy to take effect gradually. 
They are now laying down a set of 
priorities and a basic strategy for the 
country. An assault on staffing levels 
in the Civil Service and in local 
government is already underway. 
The present temporary recruitment 
and promotion freeze in these areas 
is only the prelude to a sterner attack. 
For example, Geoffrey Howe, the 
man since appointed Chancellor, is 
reported in the Guardian of April 
16th as saying ''Almost 50,000 of 
the non-industrial Civil Service, 
nearly 7%, leave each year. Not 
every one needs to be replaced.” 
Already understaffed services are to 
be worsened. Doesn't he realise a 
lot of people leave because the pay 
in such jobs is so low?

What do the Tories plan to do 
about housing? They plan to sell 
council houses. This is partly 
because this gives local councils more 
liquidity. Admittedly many sales 
will not produce cash, rather they 
will mean the councils receive mort­
gage repayments rather than rents. 
However, the councils will free them­
selves of the burden of having to 
repair and maintain council housing. 
This, coupled with the Tories' un­
willingness to build new council 
houses, means that Direct Labour 
Organisations, the councils'directly 
employed building forces, will be 
under considerable attack.

The various employment subsidy 
schemes brought in under Labour are 
also under attack. These are all of a 
temporary nature and so can be con­
veniently not renewed at the end of 
their present period. Even the Tories 
are unwilling to be seen to be 
deliberately creating unemployment!

Apart from cuts there are two 
other ways in which the Conservatives 
hope to reduce the public sector 
borrowing requirement.

The first of these is through price 
rises in public services and industries. 
Prices for gas, electricity, public 
+ransport, even prescriptions, have 
either gone up or will go up. The 
problem is that price rises will result 
in strong pressures towards inflation.

The second is through the sale 
of public assets. Possible candidates 
are the National Freight Corporation, 
British Airways, British Aerospace 
and the British shipbuilding industry. 
One problem with this will be finding 
buyers. Shipbuilding, for instance, is 
a real turkey which private capitalists 
are unlikely to want to take on. 
There are also only a set number of 
industries and assets owned by the 
government. Once these are sold 
they are gone, so this method will 
not solve the government's problems 
indefinitely. Besides, by 'hiving off' 
the profit-making ventures which are 
at present owned by the state, which 
are the only ones likely to attract 
buyers, there is less money around at 
the end of the year to make up the 
deficits of the remaining, loss-making 
ventures.

Whatever may be done in the way 
of a rising prices and selling off assets, 
it seems certain that massive spend­
ing cuts will still be necessary.

Let us now return to the question 
of the private sector. Short of adopt­
ing the authoritarianism of fascism a 
modern capitalist government cannot 
attempt to 'command' commercial 
success from private industry. It can 
merely attempt to manipulate 
existing market pressures so as to 
affect companies.

Despite the high profits of 1957- 
1977, British industry remains in a 
feeble state. In 1978 manufacturing 
output was still some 41/2% lower 
than in 1973. Even with the loss of 
some 500,000 jobs, the average 

growth of productivity (defined as 
output per person) over the years 
1973-1978 slowed to about 14% per 
year. Domestic producers continue 
to lose ground against foreign com­
petitors in the home market as well 
as the foreign markets.

Their problems are likely to be 
intensified by rises in the prices of 
raw materials imported from abroad. 
That such prices have remained fairly 
stable over the last couple of years 
has been one cause for the growth in 
profits. Indeed the current round of 
rises in the prices of goods also 
includes many household necessities. 
This will mean that the cost of living 

more often been associated with 
dictatorship than with an increase in 
individual freedom. Yet it still 
stands as the only real alternative to 
the present state of things.

As socialists we believe in 
opposing the present system, which 
enforces on us its own 'realities' 
rather than acts as the organiser of 
our common approach to reality.

We don't believe that either 
Parliament, or rural co-operatives or 
a career in management will bring 
us any closer to the sort of social 
self-control we advocate. Our path 
lies in mass mobilisation around 
current grievances, only through

of the workers will also rise.
The result of all this is that British 

The Tories say that inefficient nationalised firms would benefit from free market 
discipline — but the City only wants to buy the profitable ones like British Airways.
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such mobilisations can we lay the 
basis for a new structure for
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bosses under the Tories find them­
selves faced with a rise in the cost of 
raw materials, have their backs to the 
currency wall, and face a working­
class impelled to seek substantial 
wage rises to compensate for years of 
wage restraint and rising prices.

Stage
The stage is set for an intensific­

ation of class struggle in the factories. 
Companies will try to resist wage 
demands, improve productivity and 
engage in 'rationalisations' and lay­
offs. If they fail in this they face the 
Tory 'discipline' of bankruptcy. If 
they are to succeed they will have to 
smash working-class assumptions and 
aspirations.

In both the public and private 
sectors, then, workers will be facing 
similar problems under the 
Conservatives. There will be resis­
tance to wage rises, pressure to work 
harder and to do more overtime to 
make up for unfilled vacancies, re­
organisations and redundancies, a 
new wave of scarcities in employ­
ment opportunities, rising prices and 
declining standards of social services. 
No wonder the Tory programme is 
designed to strengthen the police 
force and the army and to attack 
basic trades union rights!

Much of this upheaval will be 
explained and justified in convincing 
terms. The talk will be of'efficiency', 
of 'living within our means'. Well, as 
communists we don't have any 
intrinsic objections to efficiency, or 
to making the best possible use of 
the best available technology and 
work methods. We don't even have 
any principled objections to hard 
work, if it's in a good cause. What 
we do object to is the way these 
'commonsense' prescriptions are 
rendered callous and inhuman by the 
present social system.

Ticket
The point is that it is not simply 

a question of efficiency/inefficiency, 
work/idleness, it is a question of 
effeciency towards what end, in what 
context? By all means lets have a 
rational organisation of our work, 
but not at the expense of the 
complete disruption of peoples' lives, 
nor for the sake of massive inequal­
ities in the overall distribution of 
work and wealth.

Far more pressing problems than 
the inefficiency of our industry 
according to capitalist terms of 
reference are the waste, disruption, 
irrationalities and conflict thrown 
up by those terms of reference 
themselves.

Socialism is not an easy panacea. 
It is no free ticket to an abundance 
of the good things of life. It has

society.
Too often, though, revolutionaries 

appear as the prophets of social 
irresponsibility. Too often our 
movement is reduced to a set of 
megaphones, producing a din of 
apparently’naive and selfish 
sectoral demands. Whenever 
socialists support or advocate any 
movement, the whole context must 
be explained, otherwise we simply 
spread confusion.

Linder a Conservative government 
particularly, we tend to merge into 
the reformist beaurocrats. Our 
opposition to the Tories needs to be 
distinguished from the reformists by 
its quality and context rather than 
just its volume.

Libertarian Communists believe 
that it is possible for us to develop 
a capacity to run society according 
to a common and agreed assessment 
of our needs and objectives, rather 
than via the haphazard processes of 
the market. We advocate a unified 
and democratic planning of work and 
the distribution of resources. We 
think that the way for workers to 
enter upon such a project is to lay 
down now objectives for the whole 
of the working-class and by fighting 
for these through thick and thin.

Among these objectives we 
propose the following:—

1. Fighting reductions in real 
income, fighting for inflation-proof 
clauses to protect wages against rises 
in the cost of living, fighting for a 
national minimum wage for all adults.

2. Fighting redundancies and 
unemployment, fighting for a policy 
of work-sharing with no loss of pay. 
For control over staffing levels, 
production speeds, work-hours and 
working conditions by the shop-floor. 
For all information to be available to 
the workers.

3. Fighting cuts in the 'social 
wage'. Fighting for the restoration 
of services and their extension where 
necessary e.g. facilities for abortion, 
child care, care of the aged and 
handicapped, adult and ethnic 
minority education.

4. Fighting divisions of the 
working-class based on race or sex. 
For equal pay and job opportunities. 
For an end to immigration laws. For 
24 hour nurseries. For guaranteed 
job security during pregnancy. For 
equal social and legal rights for all.

Linder capitalism these objectives 
will indeed prove disruptive of the 
social mechanism. They form, how­
ever, what we believe should be the 
basic first objectives of a socialist 
society. Socialism cannot guarantee 
this pro.jVnme any more than it 
guarantees an extension of democ­
racy. We believe it to be the essential 
foundation for both.
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