ibertarian

AS WE approach the end of
1977 the earnings of British
workers have fallen below the
average of many other major
‘Western’ industrial powers.
Mass unemployment continues
with no sign of abating. And
the employers mark up profit
levels which continue to

increase faster than inflation.
You might expect the ruling
class to be tickled pink. No
doubt they do indeed feel a
little glow of optimism. Not
much, however, beyond that.
They know that the present
situation is only the beginning
of a solution to the crisis
favourable to themselves. The
actual output of their
enterprises remains stagnant

and their goods uncompetitive.
In order to generate new
expansion of their British-based
concerns they still need to push real
wages even lower, or to get us to
produce very much more for the
same wages on existing plant, or to
invest in new high productivity
machines and operational methods.
To cap it all, there is still
dissension from sections of the
working class. The needs of the
employers are threatened by workers
attempting to recoup their
diminished living standards
through increases in either incomes
or fringe benefits. Occupying the
centre of the stage is the question of
the workers aquiescence. Are there
grounds upon which we can accept
what is happening to us?

Fair deal ?

The leaders of the Labour Party
who with Liberal party support
continue to occupy all the seats in
the Cabinet, say that there are. They
offer us a deal.

You might remember the deal we
got from them before. It was called
the Social Contract. in return for
rising unemployment, falling living
standards, hospital closures and
education cuts we got: some food
subsidies, some scraps of toothless
‘employment protection’ legislation
and (god help us!) the Bullock
Report!

The new Callaghan-Healey deal
abandons any promise of legislation
to bring about ‘social justice’. It
involves bringing to the fore a
government strategy which first saw
the light of day with the April 76
budget. A few tax ‘concessions’ are
cast down to us as a sign of good
faith in our intentions and to
indicate that prosperity really is just
around the corner this time. In
return we are to restrict our wage
claims to 10%, on the understanding
that this will hold down inflation
(given, it is added in a whisper,
favourable world prices and
exchange rates). The promise is that
take-home pay will, on account of
these measures, rise marginally faster
than prices for the first time in years.

The first thing we notice about
this package is the implication that
it is our wages that cause inflation.
Initially, the logic of this argument
seems faultless: its seems reasonable
to expect that if we get more wages
the employers will have to put up

prices of their goods to compensate,
taking the wage increases back from
us in the form of price rises. The
problem is, of course, that employers
have been increasing the prices of
goods by more than wages have
Increased. According to the retail
price index (which is based on a
commodity range wider than that of
the average working-class shopping
list, and so underestimates the
effect of price rises on the workers),
prices in July 1977 had risen by
17.6% on the level of a year before.
Meanwhile the basic hourly rate had
risen by only 4.7% and average
earnings by only 8.8%. (Average
earnings tend to be misleading too,
as they include all those, who, like
company directors, are on very

nigh salaries. Also, they don’t

take into account the unemployed.
As a result no less than 2/3 of all
workers earn less than ““average
earnings’’.)

Evidently something other than

the cost of labour to the employer
has to be taken into account if we

are to know why prices rise faster
than wages. Something else is the
crucial factor in inflation for us. That
something is the crisis of profitability
upon which capitalism is based.
During periods of expansion since
before the First World War the
employers have adopted a policy of
setting prices at steadily rising levels
in order to enable growing profits to
be made. They have been assured

the realisation of these prices by
systems of credits and later by the
tactic of economic intervention via
government expenditure.

Dumped

During each period of expansion
wages can be allowed to keep pace
with price rises. Periodically, though,
the employer finds that the policy of
stimulating the economy by money
means breaks down. It becomes hard
to sell goods profitably enough. The
employers then seek to reduce the
unit cost of the only commodity not
marketed by capitalists themselves—

labour. They dump and refuse to buy
the labout which is surplus to them.
They attempt to hold down the price
of labour, which they do not sell,
relative to the prices of other goods,
which they do sell. There is a battle
for the resources with which to
restructure industry: government
debts are recalled and government
expenditure directed more to helping
Industrial investment.

Profits

The Callaghan/Healey deal is at
heart merely an expression of this. It
Intends to secure the holding down
of wages at their new low levels as a
means of boosting profit margins,
and switching from consumer goods

consumption to capital goods
consumption. The deal in no way
offers back to the working class
what we have already lost, not at
least until the next period of
expansion, should it occur. The signs
are that things would have to get
very much worse for us before they
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could get better by these means. The
point is that the reconstruction of
capitalism is always built on our
insecurity, on declines in our
standards of living. This is the
““economic reality’” which Callaghan
and Healey seek simultaneously to
iImpose on us, and to disguise with
their talk about the national interest
and everyone tightening their belts
etc, etc.

The use of tax concessions to
sweeten, if ever so slightly, continued
pay restraint, reveals how cunning a
capitalist government can be when it
Is on such an offensive.

In the first place we notice how it
can magnanimously announce tax
cuts which in reality only partially
counter the extra tax that has been
levied quietly over the past few
years as inflation has raised the wages
of individuals over successive tax

thresholds. A married man with two
children under 11 would have paid
one tenth of his income in tax in
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