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WORKERS® SOCIALIST Review is the maga-

zine of the Workers' Socialist League, formed

by & fusion of the Intesnational-Commuonist
""League and the old Workess' Socialist League

on July 26¢h, 1981,

Fusions of groups of revolutionary Marx-
iy are pare evemts, This one involved the
largest numbers of any fusion in Britain since
that in 1944 which created the Revolutionary
Commurist Party,

"It was not a sectarlan fusion. We have
Uhot created @ new self-proclimed evolution:
ary party which will needlessly counierpose

itsell’ 1o the existing labour movement.
ilentral 1o the coming together of the two

E::uw. wias agreement that the ferment in the

sbour mowvement now, on democracy and on

xxm:‘um of policy, opens the possibility of a

ndamenial political and organisations self-

‘reereation of the labour movement,

Reformizm as @ workahle pulicy is dead in
Britain for this historical epoch, Even minor
elarms now can only be won by mass mobili-
qutions and struggles: they can be consolida-

__Iu;! only if the working closs takes state
piwer,

In response to the decay of British capital-
(58 society, which has already reuched the

- Workers’ Socialist Review

stuge of convulsions, the labour movement is
trying to shed jis past and to rearm itself
politically, That is the significance of the
siruggles in the Labour Party. It is the signifi-
cance of the ferment of discussion around
different versions of the Aliernative Econom-
ic Strategy. In this situation the place of
Marxisis # in the mass working class move-
ment = 1o help the left in the trade unions
and in the Labour Party to organise {isell and
to win the labour movement for Marxist
poditics.

For without revolutionary Marsdsl politics
the working class will not be able (o fight its
way oul of the stognant jungle of putrefying

_capitalist society,

That ix the task for which the new WSL
has been fownded by militants active in the
struggle o politically reorient and regenerate
the British labour movement, so that we have
a socialisi alternative to Thatcher and o
Thatchersm,

The fullowing speech by Alan Thamett
was delivered  at the public rlly held in
Birminghum on Octobes 10 1981 10 liungh
the new WSL, It explains what the WSL is ol
what it must do in the period ahead,
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MARXISTS have a basic starting point
to all of their struggles and ideas — that
the working class is a revolutionary elass
and as such is capable of overthrowing

v the capitalist system and establishing
the socialist order.

Il is a fundamental truth from which
we draw the strength to face the daily

i struggle, 1k allows us to see our victories
and defeats within the class struggle
within the context of an entirely achiey-
able sirategic objective,

It is an outlook which gives Marxists
something unique among all political
tendencies in the workers' movement —

+ an unshakeable confidence in the work-
o Jring class as a revolutionary force.
¢ It is something we have to defend

[ Bvery day against those who tell us that

(dhe working class are so imbued with

the ideas of capitalism that they can

-always be diverted at the crucial point.
They are usually the same people who

__ sy the working class won't fight in

I _-;lder to cover up their own refusal to

ad
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We have to explain that our confid-
| tnce springs not from romanticism but
from Marxism as a scienlific theory.
That we see the working class as an
exploited class, driven by the realities of
cliss soeiety into conflict with their
exploiters — not just at the poini of
" production, but at the level of govern-
meni.

This does not mean that workers are
consciously neeking revolulion — it
means that the working class are abject-
i\rally revolutionary.

t means that at moments of history
when all the conditions are present, the
overwhelming power of the working
tluss, as the producerd of all wealth, can
bet harnessed to make a revolution,

‘October 1917 changed the world be-
cause it showed it could be done.

But, as evervone knows, that revolut-

ion took place when all the condilions
for the seleure of power were present.
Not just the disinlegration of capitalism.
Not just a rise in the consciousness of
the working class. But also the leader.
ship In the form of Lenin's Bolshevik
Party — the most developed leadership
the working class has ever produced,

It points to our task today. To prod-
uce & leadership on Bolshevik lines. A
parly bulll in that tradition which can
lead a successful socialist revolution
when the revolutionary moment comes.

But that as everyone knows is easy lo
say bul very difficult to accomplish in
praclice,

The vevolution of 1917 has under:
gone 4 deep bureaucratic degeneratian,
To build a revolutionary party toda
means buillding a Trotskyist party whic|
addresses itself not only to leading the
social revolution in the capitalist coun-
tries butl also the political revolution in
the deformed and degenerated workers'
states — something which the evenls in
Poland today have shown to be entirely
possible,

It means building parties which are
not nationally based parties, but parties
built as part of a revolulionary internat-
ional, with a perspective of world reval-
ution.

It means building parties of a particu-
lar type. Nol parties which remain isol-
ated from the working class, or at best
on its periphery, but parties established
and developed within the working class
itsell — rejecting a sectarian approach o
the mass movement as Lenin did in
‘Left Wing Communism’,

It means building parties based on a -

programme which is not only adequate
to the needs of the working class today
but raises the consciousness of (he
workers and takes them in the direction
of power,

t was our joinl conviction on this

dpproach which made the fusion he.
iween the old WSL and the ICL
possible,

Both movement were convinced that
in  Brilain any serious development
lowards & revolutionary party would
have to be built with a fight inside he
unions and would have to have a correct
attitude towards the Labour Party,

This is something which has not been
achieved in any adequate way by any
previous Trolskyist grouping in Britain.

The fusion therefore creates a unigue
opporfunity ‘in  Britain — to build a
party which has an open and non-sectar-
ian approach to the working class but at
the same time fights on firm programme
and principles.

It is also self-evident that unigue con-
ditions exist in the present period for
such a development.,

You don't need me to tell you about
the Thatecher government; monetarism;
the 4% wage norm; de<dndustrialisation
of the economy; three million unempl-
oyed, the destruction aof the social serv-
ices; legislation against the unions; and
plunging living standards,

We have Reaganism in the USA and
the drive towards the Third World War,
with the biggest rearmament in hislory,
talk of tactical nuclear wars and aid to
every dietatorship in the world,

We have economic crisis gripping the
cntire capitalist world, Falling lving
standards in the major capitalist coun-
tries and grinﬂin%ﬂpuwn}r' the undor-
developed countries.,

But even these unique conditions do
not of themselves resolve the lem
of how the working class ean fight back,
The gquestion of leadership comes up at
every stage.

A number ol conditions have o be
present. I is necessary Lo grasp very
clearly the intimate connection botwoeon
the programme and demands you
advance in today's struggles and the
strategic goal of soclal revelution,

That means a very clear grasp not
only of the demands of the Transitional
Programme bul more importantly how
they are used in in the day to
day struggles of the working class,

It means for example having a very
clear understanding of the power and
relevance of a transitional demand like
‘open the books’,

Take the state-owned industries.

Workers are confronted with a pict-
ure gf bankrupl industries unahls to
meel even a fraction of the claims made
by the trade unions. But what is the
reality?

The Observer commissioned & very
interesting study of the financing of the
Mtfn industries — which is worth referr-
ing to.

The overall assessment made by (he
team was that the state industries are
“a money lender's paradise’”,

The returns from the 2% industries
they covered mnﬁed from a total joint

rofit of £800 million to a joint loss of
1'% billion, depending on how the fig-
ures were calculated,
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But even if we take the highest loss
figure we then find that the same 23
industries paid £23 billion to the banks in
interest charges over the same period.

And that i5 without opening the
books. The £100 million irnterest charg-
ps BL pay to the banks, for example,
would more than meet this year's claim,
which management calculate at E£80
million.

The open the books demand means
that workers reject the management’s
figures and propaganda and ftake an
important step in the direction of work-
ers’ control,

The working class emerge to con-
front the class enemy — as the steel-
workers did last year — only to be split
and divided and contained by their own
so-called leaders.

Workers occupy to defend their jobs
like at St Benediet's, Longworth, 5t
Mary’s, Lee Jeans and Laurence Scott,
only to enter into immediate conflict
with the officials. who want to call the
action off or leave them isolated and
open to being smashed by the state.

The TUC has disappeared from sight
sinee the Tories were elected. The TUC
conference refused to lift a finger
against Thatcher. They have talks with
Thatcher and come out saying ‘there is
light at the end of the tunnel’.

In local government, left Labour
councils — even the best of them —
refuse to act as working class leaders
and confront the government. Instead
they rely on a policy of rate increases.

The deepening economic crisis makes
the reformists even more reluctant to
fight. Their politics paralyse them when
they are faced with the viability probl-
ems of the eapitalist svstem or of the
individual employer.

S0 what effect has this had on the
working class? It has caused anger and
frusiration and it has allowed the Tories
to rampage almost with impunity — the
only major defence of jobs was the
stopping of pit closures by the threat of
a miners’ sirike, _

But it has also created explosive
pressures inside the working. The youth
riots were a reflection of these pressures
and produced a gut reaction to the
degradation imposed on them by capit-
alism.

But again whilst these developments
create favourable conditions, they do

not resolve the guestion of revolution-
ary leadership.

Because the hard fact is that the
problem of working class leadership
cannot be reached without the develop-
ment of & Trotskyist party, extensively
rooted in the working class.

So what kind of par[:’y do we need
and how do we achieve it?

Firstly we have tried to present at
the Rally today some of the areas of
work the WSL is involved in: Work in
the unions, in rank and file groupings;
support for the anti-imperialist struggle
in- Ireland; the struggle in Poland; our
work on women's oppression; solidarity
work with the oppressed; work among
youth; gay rights; work among the
unemployed.

We have tried to show that these
major and very diverse areas of work are
brought together by the unifying factor
of the party. All these areas of work are
woven into the party’s sirategic object.
ive — the muobilisation of the working
class for the seizure of power,

But they have to be woven into a
party of a particular type — a vanguard
party — the party Lenin fought for.

But even that presents a problem,
because every group calling themselves
Trotskyist would regard themselves as a
vanguard — but clearly most of them are
not. So what is a vanguard party?

First of all it is not a matter of being
out in front of the working class. Many
groups are out in, front af the working
class — some so far that the working
class would need a radio telescope fo
make contact with them — and we
could all put names to those.

To be a vanguard party it Is a matier
of being in the leadership of the work-
ing class, and that is something guite
different.

But developing a party that can

actually lead workers is a difficult quest-
jon. It means establishing a record, It
means winning the confidence of sect-
jons of workers on the leadership you
give and the programme you advance,

Such demands, like cost of living
clauses, or occupations, if carefully pres.
ented and correctly fought for, can both
challenge capitalism and the existing
consciousness of the working ¢lass.

That kind of struggle, alongside a
struggle at every level in the unions,
particularly on frade union democracy
which has now been opened right up
by the struggle Inside the bour
Party, could soon establish Trotskyists
in positions of leadership.

We want to build a party with its
roots in the working class and its sights
zet on social revolution, :

Ta do this it has to be a disciplined
party, not authoritarian, ‘but a party in

. which maximum discussion takes place

on policy and programme and is then
capable of the disciplined implementa-
tion of that programme.

Workers in struggle are not looking
for a discussion shop — they are looking
for a seripus leadership organisation.

We have to take the question of
government and the siruggle inside thgq
Labour Party very seriously.

If Thatcher is removed in the course
of the wages struggle this winter or even
if she iz removed at the next election
and a Labour government elected, what
kind of Labour government Is it going
to be?

That is the issue which lies behind

Tony Benn’s challenge for the deputy
leadership and all the recent struggles on
democracy.

Will the policies decided by the Lab-
our Party conference be the ones con-
tained in the party manifesto and
carried out by a Labour government —
or will the right wing leadership go their
own way as they have in the past.

We have supported the democratic
reforms and the Benn campaign all the
way and will confinue to do so, The
demoeracy movement that he has come
to represent has rocked the labour
movement to its foundations, not just
the Labour Party but the trade unlons
as well.

It means we can now fight for the
kind of policies we want to see a future
Labour government adopt.

But Tony Benn is not a Marxist. We
strongly disagree with the programme
he advocates for a future Labour
government.

As everyone knows he stands on the
alternative economic strategy, which
does nol challenge capitalism and con-
tains reactionary nationalistie demands
like import controls, Tony Benn makes
the nationalistic call for a national liber-
ation struggle in Britain.

Whilst supporting Tony Benn as the
best of the lefls and recognising his
contribution on democracy, we fight
relentlessly against such positions. They
are not just inadequate, they are Wrong.
They lead right back into the capitalist
hlind alley of reformism. )

We have to fight not for a Labour
government of the old type — or a left
Labour government to implement the
Alternative Economic Strategy — but
for & workers' government — a govemn-
ment committed to the working class,
responsive to the labour movement, and
controlled by it.

To the left in the Labour Party we
say the same as we say to the left in the
unions — we will fight with you when
vou fight. We are with you all the way
on democracy, We will fight with you
against racism and faseism, If you will
stand with us, we will stand with you in
solidarity with all workers in struggle.

But there is a difference between us
— and we make no bones about it. We
are Marxists. We are revolutionaries, Our
strategic goal is workers' power. We will
not go just a part of the way — or even
half of the way — we are going all of the
waﬁ aﬁ;ﬂ we are going to build the party
fo do it.

Join I

[ 1 Iwantto join the WSL. I

Return to WSL, PO Box 135, I
London W1 0DXD.

L-- _-J
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Capitalist crisis

and socialist

1. BOOM AND CRISIS

IT IS now more than a decade since the
world's economy appeared to contract a
setious ailment which has been increas-
ingly dingnosed as 3 majot crisis of the
capitalist system to be compared with the
crises of the 1930s or the late 1%h cent-
ury:

Many efforts have now been made to
prescribe remedies for the mysterious
disease but the infection has proved to be
very resistant to treatment. As one symp-
tom subsides another seems to get worse.
And one underlying symptom has nof
been significantly relieved anywhere —
thatis a long term, and in many countries
very severe, decline in the rate of profit
on productively invested capital.

This has been so persistent that as time
has gone by the older traditional physic-
ians, the economists, have become more
and more uncertain ‘and confused  and
those who dare to propose remediles
have had to prescribe increasingly power-
ful medicines with increasingly terrify-
ing potential side-effects,

Recently a former Chairman of the Uni-
ted States Council of Economic Advisors,
Paul W. McCracken warned that *‘the
free world is at a dangerous juncture
‘where the wrong set of moves could
head it towards economic and political
disaster.""(1).

Such fearful opinions are now wvery
commaon among leading figures of the
capitalist class and respectable  acad-
emics. They are a far cry from the general
opinions two decades ago when comm-
entaries on the future of capitalism were
ustally suffused with optimism,

The suceessors of John Maynard
Keynes argued that, given appropriate
state intervention in the economy, the
problems which had become so severs in
the deep slump of the 1930s could be
o¥ercome in a capitalist economy of a new
more managed kind. The long post-war
boom appeared to confirm this perspect-
v,

Though Keynes was never so optim-
istic, his successors said  that major
slumps had been abolished forever
from capitalism  which could therefore
expect, given the right povernment pol-
icies, & boundiess future free from major
economic crises. The most famous econo-
mics textbook printed in the post-war
period (by the American economist Paul
Samuelson) states:

“everywhere in the Western world
governments  and central banks have
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I am grateful to Ann Evans for help in produ-
cing this article; and also to Alan Clinton, Tan
McCulman, and Anne Marie Sweeney for com-
ments and suggestions, The final text is my
tesponsibility and not necessarily ‘in every
detail the views of the W5L.

slump.™ (2]

Ancther prominent economist, Gott-
fried Haberler wrote:

‘A‘repetition of the catastrophe of the
Great Depression today is practically
impossible.”" (3} ;

Today, however, poor Professor Sam-
uelson is reduced to observing sadly that:

““Whatever government does to handle
the ‘flation’ part of our stagflation inev-
itably worsens in the shott term the
stagnation part of the problem. That
stubborn reality will not go away,..
Likewise whatever government policy
does to help the 'stag’ part of stagfla-
tiom will ineluctably worsen the inflation
part of stagflation.™ (4)

And Professor Harberler's hopes have
been shattered too. He recently. noted
that “all recent cconomic reports by nat-
ional and international agencies are ting-
ed with pessimism and gloom, prediet-
ing more inflation, near-zero productivity
grcm-th, stagnating or declining GNF, and

igh unemployment.”*{5)

To Henry Kissinger, Richard Nixon's
Secretary of State, such predictions are
3 nightmare’’. Stagnation, he has said,
“magnifies’ all our diffieulties, while
stable growth enhances our possib-
ilities"". (6)

This whole theory which led to econa-
mists’ earlier optimism, now lies in ruins,
It is so discredited that there is even a
revivilist movement of traditional class-
ival economics which Keynes thought he
had demolished once and for all,

In the bureaux of London, Washington,
Canberra and, until recently; ris,
Keynesians are given golden handshakes
and put out to grass while the born-
again traditionalists move in. Within the
bourgeoisie there has been something of
an intellectual counter-revolution and its
prophets are von ‘Havek and Milton
Friedman. And they are now being joined
by economists who 20 years ago would
have been dismissed as quacks,

Keynesians predicted a world: without
inflation and without unemployment. Yot
today throughout the capitalist world
inflation is rapid and almost out of control
and unemployment is heading for its

shown they can win the battle of the

worst levels ever, It is therefore hardly
surprising that Keynesian theory is now
deeply discredited.

The collapse of the capitalist economy
into a prolonged and deep crisis has also
contributed to the revival of Marxist
economies within the capitalist countries
{though scarcely vet in the so-called
‘communist” states) and its influence is
beginning to spread in the labour move-
ment.

This revival of Marxist economics is
not surprising, Marx's emphasis was not
on the equilibrium of the system but on
its inherent contradictions and disequil-
ibrium;, on its terdencies not towards
stability and continuous expansion but
towards crisis and perodic slump. By
the early 1970°s this seemed to accord
much more with reality than either
Keynesian or classical bourgeois econ-
omics. 5o did Mark s accent on the role of
class struggle rather than the bourgeois
vision' of a common interest between
capital and labour (referred 1o by many
bourgenis economists as  the ‘social
partners'). Even the complaints of the
capitalists themselves seemed to bear out
Marx's expectations dhout the falling
tate of profit, just as the capitalists’
solution — wage cuts and forcing up

roductivity — seemed to bear out
arx’s predictions.

But Marxist economics does not exist
as a ready-made explanatory or ‘pre-
scriptive formula wailing in the wings to
be applied to a new reality. During the
long capitalist boom and in the heyday
of Keynesianoptimism  Marxist econ-
mists, though small in number and often
suffering very difficult conditions, con-
tinued to write. Many of them produced
insights which are valuable today. Bt
the Marxist economics of the boom, as
many of its practitioners would today
admit, suffered from two apparently
different but in fact closely related prob-
lems!

The first was a tendency to accept too
readily the apparent new stability of the
capitalist system and to concede a preat
deal to the Keynesian view of capitalist
ecomomies. While, of course, it is easier
to. make that criticism  today  with
hindsight and a knowledge that the boom
was finite, it is nonetheless clear that
some of the Marxist writings of the boom
petiod failed to see the underlying prob-
lems of capitalism behind the boom.

The second problem, or group of prob-



lems, also stemmed from the pressure of
the boom and the strength which it gave
to the new bourgeois ideology. Under this
pressure some Marxists failed to see the
__significance of the boom and the changes
in the workings of capitalism which it
demostrated. At the lunatic extreme this
involved a few Marxists in denying that
the boom happened at all or prophesying
the end of the boom in the same way as
religious fanatics prophesy the end of
the world.

Those twa ailments still infect the
search for a satisfactory Marxist account
of the current crisis of capitalism as’ a
basis for socialist strategy to combal its

¢ pernicious effects. Neither a left sound-
ing description of events nor the restate-
ment of a few theoretical verities from
‘Capital’ constitute a Marxist' account
of the crisis. :

The challenge to Marxists today is to
bridge the guif between the concrete
evenis as we experience and perceive
them and the theoretical insights into the
laws of motion of capitalism which Marx
and his followers have discovered. The
task is a creative one involving the critical
examination of both Marxist and bourg-
eois economie writings, the careful
examination and interpretation of con-
crete facts and the search for the laws
behind them, and, based on this analysis,
the fight to make the struggle for social-
ism an effective one.

Two periods

This article does not pretend to solve
the problems involved in analysing the
crisis. Ms emphasis is more descriptive
than thecrenical. And that is partly
because 1 do not believe that the theor-
etical issues which have been debated
among Marxist economists in the last
decade have yet been resolved to the
pﬂintawhtt‘ﬂ they can simply be applied to
illuminate what is happening in the real
capitalist world. The light which they cast
has often been a rather flickering and dim
one.

Too many Marxist analyses of the crisis
begin with the author's version of Marx's
theory of crisis (and the diversity and in-
completeness of Marx's work allows for
a number of different interpretations) and
then go on to give a description of recent
capitalist history which is only very tenu-
ously related to the theoretical intro-
duction. Too often theoretical writing has
had the same function as wearing a lapel
badge saying ‘orthodoxy’ rather than a
truly creative endeavour,

In this article [ have tried to take a diff-
erent approach. It is structured around a
description of what seem to me to be the
salient features of post-war capitalism;
and it makes periodical brief excursions
into the realms of Marxist theory in order
to help pet behind the facts to some of
the possible causes.

I have particularly tried to emphasise
the gualitative difference between two
successive periods of post-war capita-
lism: the postwar boom of about twenty
years during which, with relatively few
interruptions, capitalism expanded at a
rate without precedent in its whole his-
tory; and the sul:-se?lutnt period * of
prolonged crisis in which growth has
heen at best erratic and the system
has been plagued by chronic problems
such as mass unemployment and inflation
to which no end is vet in sight.

In describing the boom 1 have tried to
do three things:

— Arst, to insist on its reality and signif-
icance as against those crazy dogmatists
who, on the basis of their scriptural
interpretation of Marxist texts, wish to
Inainiain that it was in some way fictit-
RLELEE i

— second, to stressthe ways in which the
structure and form of capitalism changed

in very major ways during the boom;

important here were the role of the state,
the internationalisatiori of capital and the
changing role of women in the capitalist
EConomy; :
— third, to describe the changes which
took place in the course of the boom
which seem to have intensified the con-
tradictions which brought the boom to an
end.

Because of the particular nature of
the postwar boom, capitalism today is

. far fram identical to the capitalism of the

19th century or ' the interwar years.
Marxism cannot illuminate today's crisis
unless it recognises this change and tries
to characterise it in a creative way.

We will not get very far by analysing
this crisis as if it were a re-run of previous
ones. Its main features are related to the
historically unigoe aspects of the boom
which preceded it this is especially true
in relation to state spending, the inter-
relations of different capitalist states and
the nature of today’s unemployment.

It is becoming clearver every day that,
if we are to describe the last decade or
more a5 a capitalist crisis which has
gsomething in common with its predecess-
ors, we have to acknowledge that its
major difference from them -is its very
long drawn-out nature.

Some Marxists have tended to look
atcapitalism in this period as if it hung on
a weakening thread over a precipice;
wailing to collapse imminently into some
kind of catastrophe. On the other hand,
despite the sometimes very acute prob-
lems of the svstem, no catastrophic coll-
apse has yet occured, So far at least the
events of the crisis have been less apoc-
alyptic than most of us have at times
prophesied. We have to fry to under-
stand why this is soif we are to be able to
devise effective and realistic stratcgics
which will lead to socialism.

Interrelations

Finally, the account of post-war capit-
alism in this article tries to begin to re-
dreéss an imbalance  of much Marxist
writing on this subject. This involves a
distorted emphasis on events in the ad-
vanced capitalist countries. But az a
world svstem capitalism embraces too
the underdeveloped countries and their
fate is integral to the nature of the crisis.

In addition the interrelations of the
capitalist economies and the economies of
the Stalinist-ruled states has become
steadily greater in the post-war period
and the economic problems of both parts
of the world cannot be understood with-
out understanding these relations. So
I have also tried, albeit very briefly, to
integtate this too in the description of
the crisis.

My overall hope is that this approach
will provide information whicH will pro-
mote further and more informed discuss-
ion of the economic crisis among readers
of Workers' Socialist Review, will offer
me pointers towards the development of
a theoretical understanding of the issues
Marxists face, and will relate all this to
the: guestion of preparing a more eff-
ective fight for socialist policies in the
labour movement.

2. THE WORLD ECONOMY ]

IT W AS once possible to study and anal-
yse economic life in one part of the world.
in complete izolation from the rest of the
planet. Scarcely anywhere is this true
today. The economies of the planet
Earth are more interrelated than ever
before. The cause of that more than any-
thing else has been the development of
capitalism. One of Marx’s profound in-
sights into the capitalist system was his
discovery that, unlike all previous modes
of production, capital has a tendency o
expand without limit and that meant that -
it tended to break down barriers and
borders and fo create for the first time in
history a "world economy’

That has not been an even and cont-
inuous process. Some countries, like the
US5R and China, have broken away to
some extent from the world capitalist
economy; and especially during crises,
capitalist countries have retreated from
the rest of the world like snails into their
shells in an effort to protect themselves.

In such periods world trade and the int-
ernational division of labour has contract-

_ed and trade barriers have been erected,

But the long term trend of capitalism
nas been towards the increasing inter-
national division of labour, towards for-
eign investment, international markets in
commodities, financial assets, and some
forms of labour power, Those develop-
ments have never been faster than in
the period of the postwar boom,

A decision to raise the price of ail
taken by a feudal monarch in Jeddah
might threaten to worsen the balance of
payments of the USA which might
prompt American central bankers to raise
interest rates which might create new
problems for a country deep in inter-
national debr like Poland which might
lead the Polish government to increase
meat prices for Polish consumers.

The world economy today is like a com-
plexly patterned fabric composed of long
causal threads of which the above is an
oversimplified example.

At the cost of oversimplifving even
mare, let us try to look at the world
economy as a whole, as if from a great
distance.

Imagine viewing the economy of the
planet Earth from the vantage point of a
highly sensitised economic observer
satellite. How could today’s world gcon-
amy be described?

First of all the value of the total prod-
uction of goods and services in the world
in 1980 was around $10 trillion (1 trill-
ion = 1,000 billion). {7
. Given that the population of the Earth
15 around 4.5 billion that implies that the
M‘Erﬁe value of prodiction per head was
52,221 — that is, about 275 of the average
level for Britain, and about equal to
countries such as Argentina. Portugal
and Yugoslavia: countries which could
be desctibed as the least developed of the
developed countries or the most devel-
oped of the underdeveloped countries,

Of course, there are hundreds of rea-
sons why the figure of $2,222 may be in-
accurate and misleading. But, in spite of
all those reasons that single figure poss-
esses great significance, It means, if it
i5 at all accurate. that the total value of
Rfﬁdﬂcﬁﬂ'n in the world at the 'preggnt
time — npt taking into: account what

+



exactly is produced and the way in which
it is distributed — is just about enough to
sustain a basic standard of life and health
for the world's population. If we take into
account the fact that many of the world's
ECONOMIC resources are  underutilised
(both existing means of production and
labour) and also that the technical know-
ledge exists to produce many achieve-
ments in the very short run (e.g. the elim-
ination of certain diseases) — and if we
go beyond that and say that a relatively
short run reallocation of productive
resources is possible to produce more
socially useful products than today —
then it is possible to argue an extremely
importani point for socialists:the devel-
opment of the productive forces of the
earth today is sufficient fairly comfort-
ably to meet all the material and many of
the cultural needs ufitsfpeuple.

This fact in itself is of no importance at
all for capitalists whose only interest is in
making profits sufficient to support their
existence as an exploiting class,

For those whom they exploit, however,
and for socialists the Fact carries immense
impartance. It shows that the reason why
the majority of the population of the
world  endure  poverty, hard labour,
cultural  deprivation and 1in hundreds
of millions of cases chronic hunger and
disease, is not that the earth is either
short of productive resources or that the
farces of production have not vet been
developed enough to meet human needs,

The reason is the exploitative wWay in
which the world's production takes place
and the staggeringly unequal manner in
which the world's products are distrib.
ed.

Unegual

While 800 million people in the undet-
developed countries are estimated to be
sutfering from  undernourishment (too
tew calovies) and millions of others from
malnutriticn (deficiencics of essential
nuirients)  the  European  Economic
Comniunity spends 37 billion a vear to
aceumulate unsold stocks of food under
s infamous  Common Agricultural
Paliey. And the US goverament spends
billions more to encourage farmers in
the LS4 not to plant food crops.

Another “example: spending on the
means of destruction (so-called “def-
ence’l in the 18 most developed count-
ries is about 5200 billion (and i the War-
san Pact countrics are added that goes
up to perhaps 5400 billion) : at the same
time spending on health care in the 36
poores! countries of the world (contain-
ing over half its population) was only
55 billian. In fact the POOTESE countries
themselves spend 3V times as much on
the military as they do on health, (B}

So clearly one of the reasons why the
world's  productive  resources, though
AQuite. sufficient to solve the materal
problems of its people, are not used for
that purpose is the nature of product-

jon — that it is by and large motivated:

for profit or for the power needs of the
burcaucratic rulers, rather than to ful-
fill human needs,

Another reason is the horrifvingly
unequsl way in which consumption is
divided between countries and between
individuals. A few countries dominate the
world economy — broadly speaking those
which succeeded in industrialising before
the early 20th century.,

Out of the *'Gross Planetary Product"

b

of 310.000 billion no less than 63% is
preduced in the 18 industrialised capital-
ist countries, which contain only 16% of
the world’s population. One country
alone, the USA, contains 5% of the
world’s population but accounts for 25%
of the planetary production.

By contrast the 36 poorest countries
contain 30% of the population and prod-
uce only 5% of the world’s product, The
“centrally planned industrial economies"”
contain 8% of the world’s population and
produced 15% of its product.

So if we just look at national averages
then the national income in the USA per
person is over 40 times as high as it is in
the 36 poorest countries. [Afl figures from
World Bank, 'World Development Re-
part, T98]7],

That kind of figure, however, is mis-
leading: it grossly underesimates the
amount of inequality in the world because
within the countries there are also huge
ineqalities.

In the United States, for example, the
wealthiest 10% of the population {over
20 million people) have an average in-
come ten times as high as the poorest
20% of the people. And in Brazil, to give
an extreme example. the wealthiest 20%
were b7 times better off than the poorest
20%,

What these figures mean is that the
most priviléged sections of the peopic in
the advanced 'capitalist countries are
many thousands of times wealthier than
the poorest people in the underdeveloped
countries,

Socialists view these inequalities with
moral disgust. But the difference het-
ween the socialist and the liberal and re-
formist traditions is that the problems are
not seen purely as moral ones which can
be redressed by changes of heart; rather
we - see inequalities in distribution and
the problems which result from them as
being part and parcel of the same ques-
tion as that of how products are produ-
ced, It is exploitation in the forms of prod-
uction which more than anything else res-
ult in the inequalities and which mean
that the world economy reproduces mass
starvation, unemploymenl and chronic
disease from day 1o day and from gener-
ation to generation.

Socialists have argued therefore that
the solution to the economic problem
cannot be seen in terms of redistribition
alone. The conditions for redistribution
can only be created when the nature of
production is changed, when exploitat-
Ve systems are destroyed,

For socialists, for those who seek a
world in which individual human beings
can express and develop themselves creg-
tively and be free from want, the purpose
of economic and political analysis  of
tud?"s society is to search for the
conditions to end it.

We cannot conduct that search Proper-
ly by seeing the world statically as a
snapshot at one instant, We have to see
how it is moving and changing, to zee it
as o motion picture. Then we Can per-
ceive its contradictions and how socialists
can consciously intervene to chan geit.

1. Quoted in A.G . Frank, Crisis in the
World Economy, Ch. 1,
2. Quoted in-B, Sutcliffe, Keynesianism and
the Stahilisation of Capitalist Economies, in
F.Green & P Nore leds), Economies: an
Anti-text,

‘3. Ihtto.

3. THE GREAT POST-WAR
BOOM

In the post-war world capitalism has
maoved in dramatic and unexpected ways.

In 1945 at the end of the most costly
and bloody conflict the world had ever
known Marxist and bourgeois economists
were almost unanimaous in predicting that
capitalism would re-enter a  massive
slump equal to or worse than that of the
1930°s.

And they were unanimously: wrong
since by 1950 capitalism had embarked
upon a generation of expansion which
had never been equalled in its history.

The production of use values, the prod-
uctivity of labour, the stock of the means
of production, production technology, the
invention of new products, world trade
and the international division of labour -
all these expanded in the 1950's and
1960's faster, and for a longer sustained
period than ever hefore in the history of
capitalism,

It should not be necessary to insist that
represented a Huge expansion of the
forces of production. But it is necessary
te do s because some revolutionary
socialists have tried to insist either that
it did not happen or that what happened
did not signify a petiod of successful
capital accumulation in a traditional
SCENse,

Why did some socialists deny what had
obyiously occurred? The answer is that
they represented a cureent which has
always existed in socialist thought which
wisles to deny the reality of anything
which conflicts with  their _simplistic
precanceived ideas about what is LTS
ible. These kinds of thearetical views
very often coexist with the maost extreme
forms of palitical sectaranism,

But in asserting the reality of the
post-war capitalist expansion we need
also to sec the changes which were pecs
uring in the structure of capitalism and
the problems and contradictions which
the expansion produced.

Lshall single out six aspects of the wx-
pansion to examine in more detall: the
changing relative importance of the imp-
etialist economies; the international-
isation of capital; the development of the
working class: the position of women: the
changing economic role of the state in
capitalist economies; and the position of
the 'third world'.

1. Inter-imperialist relationships

In 1945 when the European economies
and Japan were still torn by the devasta-
tion of the war, the physically unscathed
United States was the overwhelmingly
dominant economy of the capilalist
workd.,

United States hegemony or dominance
was shown by the fact that it produced
about 0% of the advanced capitalist
world's output and accounted for over
25% of its exports of manufactured
goods, as well as a high proporticn of
raw material exports. United States
corporations were able to buy up means

4, Quoted in A.G Frank, op. cit,
]ﬁés?unted in Washingion Post, Sept.20th,
6, Quoted in A.G.Frank, op. cit.,

7. World Bank, Warld Developmont Re-
port, 1981,

8. Ditto.



of production in other countries and US
banks loaned money to foreign corpot-
ations. The US railroaded through the
Bretton Woods conference a new monet-
ary system which was based on the dom-
ingnce of the dollar. For years afterwards
holding dollars was like owning Aladdin's
lamp: you could get anything you wanted
with them.

The more enlightenéd ‘sections of the
American capitalist class realised very
soon that such a degree of hegemony
might be self-defeating since in many

arts of the world, especially Western

urope, it threatened the continued
existence of capitalism. They therefore
launched an anti-communist  political
offensive and immediately afterwards
began to take measures designed to lead
to the capitalist reconstruction of West-
ern Ewrope and Japan. To maintain cap-
italism against the threat from the work-
ing vlass of Western Europe and the all-
eped threat from the Soviet Union: the
U5 was ohliged to sacrifice an element
of its dominance and allow Europe and
Japan to stand on {heir own feet.

Since that moment the storv has been
one of continuous decline in the relative
weight of the US in the capitalist system
punctuatéd by moments of orisis in which
crucial  aspects of its leadership were
transformed. The most dramatic of these
were the years 1971 to 1974 when the old
monetary system based on the almighty
dollar was destroyed and the ability of the

US to benefit from and control the
rest of the capitalist economy was scvere-
Iy shaken.

MNow the USA produces anly 40% of the
production of the advanced capitalist
countries in place of 70% in 1945, And it
accounts for only 11% of world cxports of
manufactures  compared with  more
tham halfin 1945.

The counterpart of the relative decline
of the U5A. as well as of Britain, has been
the rise in the economic importance of
Japan, the Western European countries
and a few ‘third world' countries. These
developments have meant that the bal-
ance of national strength withio the imp-
crialist countries has shifted quite con-
siderably since 1950, The shift has been
accentuated not only. by the ecconomic
growth of other imperialist powers rel-
ative to the United States, but also by the
decline in the overall world power of the
USA, as witnessed by defeats in Vietnam,
Iran, Africa and so on. This has reduced
the weight of the USA as the overall
military and political protector of the
whole imperialist systemn.

But in spite of this the USA remains
the dominant imperialist power. In some
ways the figures for the relalive size of
American production are misleading and
underestimate the relative size of US
capital sinve there has been an enor-
mous upsurge of investment by US capit-
alists in other countries which is part of

Shares of GNP of Main Capitalist Countries (75)

West Germany
France

Italy

Japan

UK.

US.A.

Source; OECD

1953 1977
6.5 13.21
8.0 9.74
38 5.0
36 17.69°
8.9 625"
69.0 48.08

Shares of World Trade in Manufacture (%)

Li5.A,
Japarn
Britain

Rest of BEC
Source: QECD

1961 1978
178 11.5
5.0 11.5
127 7.0
3.9 371

the wast internationalisation of capital
which had oocurred. &

2. The Internationalisation and
concentration of capital

The period of the great boom has been
ome of enormous extension  of the inter-
national  interpenetration  of capitalist
economics. This has taken place in the
first instance through the prowth of world
trade which has been far in excess of the
growth of production. World trade grew
by H.0% per vear between 1950 and
1970 while production was growing at
4,9% a year.

This means that there was a great
extension of the international division of
labour and the capitalist economies were
becoming more integrated with each
other. Most of this growth was in made
between advanced capitalist countries
which now accounts for 54%  of all
world trade.

Part of this growing division of labour
was not the result of increasing exports
by the capitalists of one nation to those of
another but was the result of the growth
of international investment and the mult-
inational corporation. Much of what app-
ears statistically as trade between two
nations actually consists of the movement
of semi-finished products, raw mater-
ials and so on between different national
branches of the same firm. There are var-
ipus estimates of the extent of this kind
of ‘transfer trade’. They tend to
place it between 30% and 45% of all
world trade today.

The internationalisation of capital i1s
alsp shown by the growth of foréign
investment. In 1976 the amount of cap-

ital invested which was owned by capit-
alists of another nation was estimated
by the UN at 5287 billion — and of this
947 was owned by the US alone, (10)  °

A more recent study by the US Depart-
ment of Commerce estimates that the
value of foreign assets controlled by the
US maltinational  corporations  alane
{excluding banks) was about 3500 billion
in 1977, Their sales were 3648 hillinn
(nearly 10% of ‘Plapetary  product’)
and they emploved over seven millicn
people. (11}

This means that production by foreign
branches of large multinational corpor-
ations {'overseas production’) was &
very high proportion of home production
for several major capitalist countrics,
especially Switzerland and Britain.

The form of this post-war international
investment boom has largely been thar of
investment by capitalists of onge imper-
ialist countey in° another and this tend-
ency has beeni growing. By 1975 three
guarters of the foreign owned capital of
the world was in other imperialist counts
ries. and onlv a guarter in the  Cthird
world'. In fact, if the oil producing colnt-
ries and the ‘tax haven' countries are
excluded then only 17% of all foreign
owned capital was in the rest of the
“third world’,

Internationalisation has taken place
not only in productive investment but
also in the development of banking and
financial markets. Partly to assist the
development of capitalist trade and
investment throughout the world, a
vast network of infernational banks have
been established. In fact this develop-
ment has literally transformed the shape
of the centre of wvirtually every major
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Phases in Capitalist Development

1870-1913 1913-1950
]
Average output growth rate 2.5 1.9
Average cutput per capita growth rate 1.5 |
Average export growth rate 37 1.1
Average unemployment rate 5.4 1.3

14950-1970 1970-1980
4.9 38
38 ity
8.0 5.3
F.1 na.

Sources: A. Glyn and Y. Harrizon, The British Economic Disaster. World Bank, Bevelopméns Report, FEST
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city in the world in the post-war period as
their characieristic glass towers have
competed with each other like the brick
towers of medieval Iralian nobles, With
the growth of these banks has gone the
growth of new financial assets and mark.
ets. The most prominent of these has

Been the Euro-Dollar market, Deposits
in the form of Euro-Doilars, virtually
out of the control of any siate manetary
system or central bank now probably
exceed $600 billion, twice the value of ail
international direct investment,

some idea of the importance of the
international banking network can be
given by arecent estimate which puts the

value of all trading in foreign exchange at
$25 trillion a year — 2% times the total
value of world production and 20 times
the value of world trade in goods and
services.(12)

The internationalisation of capital is
related to changes in the form and role
of the capitalist state. Along with inter-
nationalisation has gone the develop-
ment and strengthening of what are still
rudimentary state institutions at the int-
ernational level — the GATT, the IMF,
NATO and the EEC. But international
capital’s needs for the development of
internationalised: state functions has not
been met by these developments: and so

m

“Overseas Production™ of the Major Capitalist Countries:

Overseas production as
% of exports in 1971

1S, 396
LK. 215
France 9d
West Germany 37
Switrerland 23a
Canada 58
Japan 37
Metherlands 532
Sweden a2
Italy 44
Belpium 52

Overseas production as
%o of GDP in 1971

22
50
16

8
73
15

4
25
23

9
23

Source: 8. Aaronovitch, R, Smith, The Pelitical Economy of British Capitaliom, p. 208,

institutions and arrangements  have
been made by the private sector itself.
This is part of the function of the Euro-
currency market. -

In most individual capitalist: countries,
mergers and takeovers have led to a very
considerable increase in concentration of
production in the hands of a few
monopolies. And the growth of multi-
national corporations has meant that this
process of concentration has also gone on
at a world level. In 1962 the largest
industrial companies collectively account:
ed for 2B% of the tota) production of the
OECD countries; by 197 7 the proportion
they controlled rose to 35% and was still
on the way up.

In Britain the top 100 firms produced
22% of putput in 1949 and 42% in 1975.
In 1977 the top 50 companies owned
33% of all company assets: the t;{: 250
companies  owned almost &0 of
assets. (13)

In other capitalist countries the figures
and trends are not very different,

This process of concentration in most
countries was a continuous one during
the boom. One response to the fall in
profitability in the last decade or so has
been the acceleration of this trend. In
some countries there have been sensa-
tional waves of mergers and takeovers.

For instance, in Britain during the
19605 merger boom, firms representing
as much as a third of the value of indnst.
tial capital were taken over by other
firms. (14)

The total value of mergers in the
United States between 1975 and mid-
1981 was $211 billion. (15)
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Foreign-owned capital

1967 1976
World value of foreign-
awned capital (5 bn.j 105 287
Percentage division by
country of origin (%)
UsA 54 48
UK 17 11
W. Germany 3 T
Japan 1 7
Top 11 capitalist
cOountries Qi 9
The rest 4 f
Percentage division by
country of investment {1975)
Canada 12 15
Usa 9 11
Uk L g
W.Germany 3 f
All developed
counktries 6% T4
Underdeveloped
countries 3l 26
Of which: OPEC 49 (7]
tax havens 2 3

Source: United Nations, Transnational Corp-
arations in World Development, 1978,
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3. The development of the
working class

The post-war boom led to an immense
expansion of the size of the working class,
In Western Rirope and Japan the rem-
nants of precapitalist systems in agri-
culture were broken down. Agriculiure
was brought increasingly under capitalist
production relations and many workers
wete driven off the land in this process
ard drawn imto wage employment in the
cities. In the less developed parts of the
capitalist system the pace of industrial-
isation was nat cneugh to provide jobs for
all but was enough to bring millions of
workers into wage employment. Millions
of them alse migrated to the imperialist
countries to become the most underpriv-
ileged section of the workforce there, And

The expansion of wage employment
however had contradictory aspects. A
great deal of it was not employment
under strict capitalist relations but rather
emplovment in the rapidly expanding
state sector of the advanced capitalist
economies. This fact is linked with the
type of jobs which expanded most in the
boom — service sector jobs both in the
public and private sector.

In many countries this led especially
to growth of local autherity jobs. In Brit-
ain, for instance. between 1959 and 1974
total employment rose by 6%. Privale
sector employment rose by only 3% in
this period, while local autherity jobs
expanded by 60%.

On a world scale industrial jobs exp-
anded absclutely, but in relative terms
the proportion’ of industrial jobs went
down and in some advanced countries the
absolute numbers of industrial workers
went down too — a process which rapidly
accelerated with the development of the
crisis and the slamp in the 19705,

The boom also saw a striking increase
in the organisation of the working class
into trade unions. In Britain, for instance,
the ‘membership of the TUC affiliated
unions went up from 7.9 million in 1945
to 12,4 million 30 years later { a rise from
39% to 52% of the labour force),

The combination of relatively full emp-
loyment, fast cconomic growth and ine-
reased  union  organisation  produced
steady rises i wages in money terms and
for the most part in real terms too in the
two decades after 19510,

During the 1950s the regular wage
contract (usually annual or every twao or
three years) became a regular feature for
most workersin the imperialist countries
whereas in most countries between the
wars wage demands, let alone increases,
had been a rare occurence,

This tendency towards greater and
greater consdousness of the real wage
and a more and more militant attitude to-
wards defending it was heightened by
the steady growth of inflation during the

R SRR T T L L R

Employment in public and private
sectors for the UK, 1951-76
Per cent of total

1951 1961 1976

Military b i B
Civil central gov't g0 SretoRly
Local authority o] B ol R
Public corporations 121 9.0 &1
Total public 26,7 238 285
Private 732 76,1 0.5

Source: Aarcnavitch and Smith, op.cit. p.ﬂiﬂ
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post-war period. In  two countries,
Belgium and ltaly, workers™ siruggles
succeeded in winning a considerable
degree of automatic pretection of wages
against inflaion — a limited sliding
scale,

But in all these countries these devel-
opments have led to a situation in which
wage conflicts between the working class
and employers or the state have become
more and more frequent, and naticonal
conflicts and strikes a commonplace
happening.

4. Women in the capitalist
economies

Changes inthe position of women have
been among some of the most striking
during the course of the boom, First of all
women have been drawn into the comim-
ercial labour force on a larger scale than
ever hefore. And this e¢ntry to the labour
force has been tied up in many instances
with many of the new forms of white coll-
ar employment which have expanded
along with the growing economic male of
the state. Sothe incorporation of women
into the laboir force has gone along with
the creation of new areas which are in

Increase (%) in non-agricultural civilian labour force, from date given 1o 1973

PERCENTAGE POINTS ATTRIBUTABLE TO:

millions of women were brought into Change in Mel Mt
wage employment while ifi previous gen- Averago population  Change in migration migration
erations they had been occupied entirely annual of working participation from other  Irom
in work in thehome. (see next section) iNcrease age raftes counires agriculture
10, United Nations, Tr tional © t= A £ ! ;
el Eﬂfﬁipmﬂfﬁ.ﬁ& RERDON France ('54) 1.7 0.5 0.3 0.6 .0
11. Financial Ti::j-n:a, June 25, mﬂ.c W Germanyv( 600 0.7 -{1,3 =3 0.8 05
12, Robert B. Cohen, ‘Strugtur hange in 5 - u ;
i:t.emntiun,u.l Banking and 1ts Ir:'jp]jclili:iurFls far }Eﬂ;:‘ 6;:;;} %.E lj _gg- 4 Il 2
¢ 118 Economy’, duced for Joint Econ- e ok y it B
binic Commitiee of the US Congress, Desern.  Netherlands(50) 1.6 1.5 0.3 - 0.4
i:eér 'J; 195u._1 el ol ] Sweden (7503 1.7 0.5 0.5 3 0.4
- Aaronovitch and Smith, op, cit. LR (50} 0.6 0.4 0.2 .1 0.1
14, A, Glyn and B.Sutcliffe, British Capital- s 5 :
lam, Worliers and the grnl?in Suua.elze. iz us { ""m 2.3 L 0.2 4 .3
16. Financial Times, July 30 1981, Source: Aaronovitch and Smith, op.cit.
Industrial distribution of the labour force (per cent), 1950-74
AGRICULTURE INDUSTRY SERVICES
1950 1974 Change 1950 1974 Change 1950 [974 Chiange
Francs 31.7 11.6 =20, 354 5.2 3.8 28 492 16.4
West Germany 4.7 T3 -17.4 429 476 4.7 2.4 45.1 B
Italy 41.7 16.6 =251 31.7 44,1 12.4 165 39.3 128
Japan 41.3 129 2R .4 24.5 7.0 125 i4.2 5001 15,9
UK j.a 2.4 -3.2 47.7 432.3 =54 46,7 54.9 5.2
UsA 13,5 4.1 04 34.1 3.0 3.1 524 G409 1255

Source: Adaronovitch and Smith, op.cit.
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Percentage of females aged 25-64 whe
participate in non-domestic labour force

196101 1974-5

Denmark 353 63.0
Frange 42.0 -

Wist Cermany 437 -

Metherlands el 189
Swedan 147 6h84
UK 415 325
s 40.4 §84

Sulrce: Ahronovitch & Smith.op.cil. p.336
R = g T LR A e e R e

practice  considered 1o be  ‘women's
work', eather than greaster equality of
Access to men's jobs,

This. means that despitc. egual pay
legislation i a number of copntries
including Britain, women's pay “contin.
ues 1o be lower than men's be a sub
istantial margin.even in full-time employ-
ment, This is because the new generation
of "women's jobs” are less well paid and
very often ¢ntail worse conditions of ser-
vice than men's employment.

This change is related to changes in
Ahe structure of the family with a rclative
decline of the extended family and the
growth of the nucledar family as the stan-
dard living unit. a development which has
made substamial changes to the way ind-
viduals and families fit into the capitalist
ecomonic structure. Many services pre.
viously provided within the home have
been socialissd. And very often it has
been women workers who have been
paid to provide the services.

Percentage of different groups in
non-lomestic labour foree
Great Britain, 1921-76,

1921 1951. 1974
Maules 51,1 #7.6  ®O.4
Murrice females 8.7 Z1.7) 0 4D
Man-macried
females 518 550 416

Saurce: Auronovicch & Smith, op.clt, p.3Le
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5. The role of the state

‘Probably the key difference between
‘tapitalism in the post-war boom and all
previous epochs of capitalism has been
the growth and change in the economic
role of the stare.

State production has ezpanded enor-
mously, espedally in Europe, as a resuli
of the wave of nationalisations which
took place in the aftermath of the war and
less frequendy since then. Nationalised
mdu:qs'ts have been used by the state
both in polides to manage the level of
demand und wages in the economy and to
indirectly influence the position of cap-
ita_!l_ﬂ mdustry via nationalised industry
pricing policy, purchasing policy and so
on, State procurement by nationalised
industries. as well us in other areas of
state expenditure, has also become one
of the major new forms of protectionism.

There has also been an' expansion of
the traditional forms of expenditure of the
state on the armed forces, weapons and
the rest of the repressive apparatus con-
cerned with law enforcement.
| Military expenditure by the capitalisi
countries in general, though proportion.
ately lower then in wartime, has in the

whole of the post-war period been higher
than ever b[‘g)r\t‘ in peacetime — higher
in relative terms as a proportion of total
national income, and so  immensely
higher in real terms. Military spending
by NATO and the Warsaw Pact in 1980
was aboul cqual in value to the whole
national income of the world's poorest 36
countries, confaining half the world’s
population,

Bul despite the grotesgue size of arms
and military spending, the major growing
areas of state spending have been such
publicly provided services as health, edu-
cation and social welfure — including
grants like unemployment! and social
security bencfit. The total of government
spending on goods and services and these
so-called ‘transfers’ has risen in some
couniries to over 50% of the value of
national income.

It is impossble to understand the work-
ings of postowar capitalism  without
understanding the role of this vastly
expanded state spending.

Some Marxists have seen it wrongly
as simply representing o deduction from
surplus value and, therefore, as detri-
mental o the interests of capital. This
one-sided view fails to understand why
the increase in spending has taken place

and can ascribe it to little other than cap-
italist irrationality.

It is essential to see that some state
spending enters directly into the reprod-
uction of capital by providing necessary
services, especially to the reproduction
of labour power, This part of state spend-
ing has often been called by the unsat-
isfactory name of the “social wage’.

In addition other portions of state
spending conribute indirectly to the re-
production of capital, such as paris of
education spending, road building and
maintenance,

Further parts of state spending repres-
ent the growmg ideclogical costs of re-
producingeapitalist social relations — of
making exploitation ‘acceptable’.

But it would be wrong to see state
spending as entirely serving some fun-
clion in relation to the needs of capital-
ism, A certain amount of i has been
wrested from capitalist governments by
mass pressure of the working class and
has clearly represented concessions
which the capitalist class has been obli-
ged to pay for the political survival of the
system. The contradictions produced by
these concessions have become plain only
with the onset of the crisis and are
discussed in section 3.

Government spending and revenue, 1961-80
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The growth of social expenditure in the UK

PERCENTAGE OF GNP, AT FACTOR COST

[0
All social services 4.2
Social security .
Welfare, health, education
Housing
Infrastructure f]
Industry 1
Tustice and law 0,
Military 3
Dehi interest and other 1

‘Total state expenditure 12
Tolal state revenus 11

Botrrowing requiremsnt 1.7

1937 1951 1975
10,9 16.1 28.8
53 53 9.5
4.4 7.7 14,7
1.4 3.1 4.6
1.0 3.6 6.8
2.8 6.9 8.3
0.7 0.6 1.5
5.0 10.8 6.2
52 6.9 6.3
FET ARG 57.9
23.8 2.7 16.6
1.9 2.2 11.3

Source: lan Gough, The Political Economy of the Welfare State,

At ome stage the capitalist class conn-
ived in the expansion of state spending
whereas now almost everywhere it att-
empts to reduce it; even so, there remain
same sectionsof the capitalist class which
do not oppose it because they live on it.
This fact expresses its overall contradic-
tory role in the capitalist economy. Ess-
entially this can be seen in something
Marx strongly siressed in his theoretical
writings on capitalist crisis: the contra-
diction between the production of sur-
plus value and its realisation. Different
forms of state spending contribute both to
the production and reéalisation of surplus
yalue. But much of state spending has a
more contradictory role; it assists the
realisation of surplus value by maintain-
ing high demand fir goods and services
tand it is this aspect which was the basis
of Keynesianism); vetl at the same time
its financing demands one way or another
4 subtraction from surplus value produ-
eed {which 15 the aspect stresscd by
Thatcherism;  ‘supply-side  cconomics’
and the like). (See section Jv)).

6. Post-war capitalism in the
Third World

The capitalist boom also had profound
effects on the colonial and scemi-colonial
countries. Both a lack of accurate statist-
ics and the wvariety of their experience
makes it impossible to generalise too
much, Yet it 15 probably true to say that
the ecomomic gulf between the rich and
poor capitalist countries prew during
the boom. That is not to-say that the boom
did not extend to the underdeveloped
countries, In fact on average they exper-
ienced a faster rate of growth of produoct-
ioh than the advanced capitalist count-
ries. It was not fast enough, however, to
redress the mbalance caused by differ-
ential rates of population  growth. 5o
the average income per head in the poor-
er countries, while it gréw, fell further
hack in relation to the developed ones.

But an average as we have seen can be
yery misleadmg. In fact in the third world
there have been boom countries, even if
sometimes the booms have been concent-
tated in one dty, and others which have
experienced absolute economic decline.

Statistically the most successful count-
ties have been the half dozen oil prod-

ucers, which are in a class by them-
selves, and another half dozen countries

_which in the 1960s began to export man-

ufactured goods on a large scale (for
example, Tawan, Singapore, South
Korea, Hong Kong, Brazil).

Success wis usually based on the tight-
est possible repression of the growing
industrial working class and often repres-
ents not the independent capitalist
development of the countries concerned
but rather the geographical expansion
into cheaper sources of labour power of
capital from the more advanced count-
ries, The South Kerean economy, for
example, canprobably best be seen as an
extention of the Japanese economy and
there are mamy very similar examples.

The spreadof political independence of
the colonies after the end of the war led

in most third world countries to a vast
expansion of the state military and bur-
eaucratic apparatus, which has been res-
ponsible for draining a vast surplus
from the masses in support of material
privileges and which, being parasitic on
the masses, has developed in collabora-
tion with economic aid — both from imp-
erialist and Stalinist-ruled countries.

It is this bureaucracy which has been
the stumbling block  of many an economue
plan which could have spread the bene-
fits of better technology to the masses
especially in the countryside. Even when
important technological  developments
have taken place — such as the much
heralded ‘green revolution® produced by
the development of new high-yielding
varieties of rice and wheat — the benefits
have by utuversal consent been aborted.
the mass of peasants losing out.

Many recent studies have agreed that
the development of the third world has
involved the further impoverishment of
literally hundreds of millions of people.
The growth of relatively automatic state
benefits to cover unemployment and des-
titution have been restricted fo a few
advanced countries.

It has been increasingly revealed that
today’s ‘underdevelopment’ is mot an
gboriginal smte — just ‘not-develop-
ment’ (yet); its features have been crea-
ted and are constantly reproduced by the
world economy.

Absolute poverty and deprivation have
grown in virtoally every third world
country. But a few have experienced a
terrifving process of economic decline,
especially when afflicted with ‘natural’
disasters. This is the case for example in
West Africa where a prolonged drought
has led in a few countries to vears of
growing ecomomic catastrophe and star-
yvation on 4 mass scale.

The expenence of the post-colonial
Third World, therefore. has on the whale

-
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nut preparedit well to meet the new prob-
lems which have arisen as a result of the
crisis of the last ten years,

3. THE PROFILE OF THE
CRISIS

The boom was not converted into crisis
on one day or by a single event like the
dramatic Wall Street crash of October
1929, Over a period of years the genera-
tion of relatively successful capital
accumulation, expansion of production
and relatively full employment gave way
to a distinct new capitalist epoch of
falling profits, contracting capital accu-
mulation, monetary and fiscal crisis,
rising mass unemployment.

It is important to realise that this is not .

the crisis of one nation or even the capit-
alist elass of one nation, Its symptoms are
observable in virtually évery individual
capitalist country, Other manifestations
are international by their wvery nature.
There is, therefore, no possibility that it
can be solved at the level of one nation,
or that ome country can insulate itself
from it.

It is also important to recognise that
the crisis has not been caused by the err-
oneous policies of capitalist governments.
It is true that the policies of governments
exacerbates, sometimes internationally,
some of the consequences of the econ-
omic crisis such as inflation and unemp-
loyment. But it is rather the ¢xistence of
# crisis for which there is no simple solu-
tiocn which provokes governments to
follow the policies they do.

The present crisis is different from
any previous crisis of capitalism. That is
truge not only'in the sense that no histor-
ical event isa mere repetition of & previous
event but alko in a more qualitative
sense. There are many dispuies about
when the present crisis began but there
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Annual rates of growth of national income per head

Industrialised capitalist countries
‘Centrally planned economies’
Underdeveloped countries

1930-60 1960-65 1965-70 1970-77
2.5 4.0 4.0 24
- 4.8 6.7 3.6
2 J:1 3.8 3.2

Source: World Bank, World Tables 1980,

is virtual unanimity that it is already of
longer duration than any previous capit-
alist cnisis. Because of a tendency to-
wards catastrophism among Marzists
who recognise the severity of the crisis
this question of longevity has been too
little discussed.

Certainly one of the reasons for the
drawn-out nature of the present crisis is
the nature ofthe intervention of the state.
The state has taken numerous actions to

. ‘alleviate' effects of the crisis which in a

previous epoch of capitalism would have
occured naturally. The state, for exam-
ple, has propped up. industries which
would otherwise have gone bankrupt. In
spite of the rapid spread of mass unemp-
loyment today, state intervention of this
kind and others has, at various stages
during the evolution of the crisis, had the
effect of maintaining emplovment above
the level which would have been dictated
by the free market,

The other related influences on pro-
longing the crisis have been the historic-
ally unprecedenied gains won by the
working class during the boom. Such
‘things as the right to unemplovment
benefit and social security, the partial

rotection of such benefits against
inflation and so on, have been defended
by the working class, and capitalist gov-
ernments have been unable fully fo
remove them. This means that govern-
ments have been unable to impose the
degree of ost on the working class

necessary to resolve guickly the capital-
ists’ erisis of profitability and accumul-
atiomn.

This is not to say costs have not been
imposed on the working class. The
growth of mass unemplovment, espec-
ially in the last three years, the attack on
real wages, the erosion of social services
have all béenconsiderable. They have not
yet, however, been sufficient to make any
major impacton the problem of profitab-
ility which, in spite of a number of short
term fluctuations, has' continued (o
WOrSen,

These points imply a certain view of the
economic erisis. First, that it is basically
a crisis of pofitablity of capitalism and
that its other aspects — the fiscal prob-
lems of the state, the energly erisis, the
international monetary problems and so
on — follow from that fact and are not
primary.

Second, that in principle the crisis can
be resolved, in the sense that the condit-
ions for profitable accumulation of capital
can he restored.

Third, that the process of restoring
these conditions is a very painful one
which must involve the rationalisation
of the structure of capital and the devalu-
ation or destruction of some capital carr-
ently participating in the search for a
limited quantity of surplus value (profit).
And at the same time, it must involve a
major worsemng in the living standards,

conditions and rights of the working




class.

Fhurth, that this capitalist solution will
produce a tendency towards a confront-
ation of the dasses as capitalist attempt
to wrest back conecessions which have
been made, This does not necessarily
mean a single decisive class  battle,
2 1926 General Strike or a 1933 Nazi
seizure of power. If the attack on the
working classis to succeed through attrit-
ion, however, then this is bound to be a
long drawn out and tortuous process.

These are the general contours of the
crisis in the abstract. To understand it
more fully and to link that understanding
with the fight for a socialist outcome, it
is necessary to fpok at its more concrele
details — to see the way it affects the
material conditions, interests and con-
sciousness of those who are destined to
act it out. ;

This will be done here by looking at
seven features of the crisis: the decline
of profitability; the impact of the ail
crisis; international capitalist relations
including exchange rates and protection-
ism; the growth of mass unemployment;
the crisis of state expenditure; inflation;
the impact on the third world: and the
connections with  the ' Stalinist-ruled
slates.

1. The decline of profitability

When Matxist economists began to
assert more than ten years a2go0 that a
long-term dedine of profitability was tak-
ing place this fact was very hotly contest-

In the first place it was contested by
bourgeois economists who wished to deny
that any serious defect was showing up in
the system they supporied.

But seconly it was also disputed veh-
emently by many Marxists. The apposit-
ion to the ideacame on the one hand from
Marxists whohad under the impact of the
hoom developed a semi-Kevnesian view
of the capitalist economy which Jed them
to believe that it could na longer descend
into the deep crises characteristic of the
pre-Keynesian gra. Also opposition came
from those Marxists whose view of social-
ism, revoludonary as it may sound, con-
ceived of the anti-capitalist struggle as
basically a moralistic one concerned
ahove all withredistribution from the rich
capitalists to the poor workers.

The idea that the whole basis of capit-
alism, the pursuit of profit, could be
upset was unpalatable to those holding
both these wiews, It was also unpalat-
able to the traditional reformists whose
whole political life depends on the ability
to hold out the prospects of things gett-
ing better under the pressure of reform-
ist governments, The idea that there had
been a severeand hard-to-reverse decline
in profitability held out only the possibil-
ity that the capitalists would be obliged
to'make things a whole lot worse.

As the weight of evidence for the fall
in profitability mounted, however, the
fact came fo be more widely accepted,
apart from those who wished to argue
that it was a capitalist device to justify
economic austerity to workers. Discuss-
ion then was less over whether the fall
had occured but why and the closely
linked question, what could be done
about it.

One of the most common approaches
towards explaining the fall in profitabil-
ity, especially among the British left, is
to stress the role of intensifving internat-

PROFITABILITY IN BRITAIN
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jonal compettion and the uncompetitive-
ness of British industry in relation to
other capitalist tivals. In recent years
this: approach has often gone along with
emphaszis on the problem of de-industrial-

isation, the erosion of Britain’s industrial’

base and so on.

The main problem with this approach is
that it i3 at most capable of explaining
gnly a portion of the truth. There is now
overwhelming evidence to show that the
decline in profitability, though uneven
between capitalist nations, is a world-
wide phenomenon. So while of course
there is a connection between internat-
ional competitiveness and relative rates
of profit in different countries, it is not by
its very nature an approach that can cx.
plain falls in the rate of profit in both the
countries  whose industry is becoming
more competitive and those whose indus-
try is becoming less competitive. The
approach is one which not surprisingly
lcads to very nationalistic kinds of solu-
tion and often conceives of the possibility
that British capitalism is capable, with
the right degree of state assistance, to
perform as well as German or even
Japanese capitalism.

The conditions of international compet-
ition, therefore, can explain a lot and
need tobe studied in order to understand
the crisis but they cannot explain the

overall decline in the rate of profit intec-
nationally.

The second controversial ares iff ex:
plaining the causation of the decline in
the rate of profit is the role of the work-
ing class. Some Marzists have argied
that the level of wages and the action of
the working dass in the events which led
ap to the crisis have played no role in the
causative process. This is in part 2 def-
ensive reaction to varous ideological
positions of the bourgeoisie which seek to
blame the very existence of the crisis on
the excessive greed of the working class.

Although this ideclogy needs fo be
combatied, the position which says that
the level of wages is a purely passive
variable in the economic system, which
can he omitted from the causal chain, is
in fact another version of an argument
put forward by some bourgenis econo-
mists such as Milton Friedman, which
says that wages are simply a price,
responsive to forces of supply and dem-
and in the market.

Another wersion of the defensive
argument says that the role of trade
unions and dass struggle over wages
had been no more than to ensure that
money wages keep up with inflation and
cannot be seen as an independent caus-
ative factor. But in fact it is of crucial
importance for the economic situation of

12



capitalism whether or not workers are

able through their siruggle to prevent the

erosion of the real wage through infla-
tion.

It is of course true that class struggle
over wapes and all other questions such
a5 work conditions and so on plays a
crucial role in the position of individual
capitalists andl of the capitalist economy
as a whole. Since the rate of profit is
determined by the organic composition of
capital and the rate of exploitation (or
surplus value), workers” struggles (which
affect the rate of surplus value) must play
a significant role in the determination of
the rate of profit.

But the role and the ditection of caus-
ativnis certainly not a simple one, partly

because the effect of wages on profits is a-

contradictory one rather like state expen-
diture, This contradiclion can again' be
best understood by seeing the need for
capitalists simultaneously to produce and
realise surplus value. A rise in the level
Cof wages makes the production of surplus
value more difficult. This contradiction is
presented tocapital as a whole, though in
somie cases it may show up most in the
form of division between sections of cap-
italists. Marx referred to it by pointing
out how every capitalist wanted the
wages of his own workers to be low and
those of all other capitalists to be high.

5o the defensiveness of many Marxists
is misplaced. To accept that wages play a
major role in the causative chain that
results in economic erisis is not to accept

‘that in any sense wage rises are ‘“to
blame' for the crisis. To think in these
terms is to accept the way of thinking of
the bourgeoise,

The effect of wages is complex and
contradictory. And their movement is
not a purely independent phenomenon: it
is affected by the movement of the capit-
alist economy itself. There is very power-
ful evidence o support the idea that once
the vast pool of unemploved and under-
emploved labour after the war was used
up by the major capitalist economies,
the low level of the reserve army of labour
strengthened the bargaining position of
trade unions on wages and other quest-
ions to a degree which was unaceeptable
tothe capitalise class and which threaten-
ed further profitable accumulation.
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Capitalists moved onto the offensive in
arder to increase the rate of surplus value
(through a variety of means including
inflation and the more conscious one of
wage contmol);  the  organisational
strength of the trade unions then has
been decisive in making this solution
mare difficultfor the capitalist class.

It does not flow from this that if the
working class had agreed to the level of
wage increases demanded by the capital-
ists then the crisis would not have occur-
ed and the long boom could have contin-
ued forever to the mutual benefit of all
classes. It would have meant only that the
manifestations of the erisis would have
been different,

The third problematic factor in explain-
ing the rate of profit is the role of the
arganic composition of capital . This has
been the centrepiece of much debate
among Marxst economists in the last
decade, the outcome of which has been
disappointingly arid, especially in terms
of consequences for political strategy. It
has been common to present a crude arg-
ument which is the gounterpart of the
defensive argument over wages. This is
that the decline of the rate of profit is
entirely the result of an inctease in the
arganic composition of capital — and so if
it is anybody's responsibility, it is that of
the capitalists themselves. This is often
combined with an implicit suggestion
that Marxist theory of economic crisis is
basically an extension of the law of the

Comparisons of international profit-
ability of industrial and commerecial
companies,

PROFIT RATES

1960 1975
us b9 6.9
Japan 19,7 .5
West Germany # 234 &1
Italy* 11.0 0.8
France 11.9 4.1
UK 14,2 3.5

Source: Glyn and Harrison, op.eit, pl2.
*Figures for [taly and W.Germany are not
comparable to other countries due to differ-
ent methods of caleulation,
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tendency of the rate of profit to fall. This
is the opposite way round from what
Marx himself intended. In his sketches
for what would presumably have become
a whale volume of *Capital’ on crisis it is
clear that he reparded the fundamental
theoretical guestion in crisis theory as the
contradiction between the production and
realisation of surplus value, and that the
tendency of the tate of profit to fall was
but one of the Taws of motion governing
the rate of profit,

Putting asxe the serious guestion of
whether it 15 possible to derive from
volume T of Capital a completely con-
sistent version of the theory, to Marx
himself it was anvihing but a simple
theory in-which capital accumulation led
[0 4 Tising organic composition which
resulted in a falling rate of profit,

In Marx's own wversion (or rather
Engels’) of the theotry, this'is not true for
a variety of reascns:

{a} not all capital accumulation increases
the organic composition;

(b) capital accumulation simultaneously
tends to raise the rate of surplus value
and so increase the rate of profit;

(¢} increase in labour productivity caused
by capital accumulation will simultan-
eously devalue existing capital and so
reduce the organic composition.

Even in Marx's version of the theory
therefore there is no unambiguous emp-
irical outcome to the complex interacting
factors. A rise in the rate of profit can be
explained within the rubric of the law of
the tendency of the rate of profit to fall.

Those whohave especially insisted on
claiming to wear the mantle of Marxist
orthodoxy in the matter therefore have
falsified and oversimplified Marx's
theory as well as concealing the problems
associated with it. At the same time at
the empirical level a number of attempts
to wverify or contradict the role of the
inéreasing organic composition of capital
in explaining the declining rate of profit
have not yet produced very clear results.

Both theoretically and empirically,
therefore, the scarch for a complete
Marxist explanation of the fall in the rate
of profit needs to continue.

e must admit that from a Marxist

. point of view a gap exists which needs to

be filled between explanation of crises at



the most abstract level — that they
manifest the basic anarchy of capitalist
production and the contradiction between
social - production and private approp-
riation — and the many detailed empir-
ical studies of the crisis and its  manif-
estations, The bridging of that gap is a
creative challerge to socialists.

Except however, to those who reject all
bourgeois statistics, it has now been est-
ablished to the satisfaction of wvirtoally
everyone that a massive decline in the
rate of profit has occured — and in virt-
ually every major capitalist country, This
question has now been so widely stud-
ied — a bibliography on it would run into
hundreds of pages — that it is only nec-
essary here togive the briefest summary
of what has occured.

In every major capitalist country there
has been a pronounced decline in profit-
ability since 1960, in many cases accel-
erating over the last decade. Some stud-
ies suggest that the USA has been an
exception, though the most recent ones
show it following the international trend.
The cul in therate of profit has been part-
icularly pronounced in Britain, Italy and
West Germany.

The most recently published internat-
ignal comparison of profit rates suggests
that there has been no significant im-
provement of profitability  anywhere in
the 1970s. The study shows that between
the first and second half of the 1970s
there was a further pronounced fall in
profitability m  Britain and France, a
small fall in Japan and West Germany
and very littlechange in the USA.(16)

16, ‘Dept. of Industey, British Business,

August 181,

2. The Qil Crisis

The nature and effects of the oil crisis
are things which require more study by
socialists than they have received up to
now. The reason for the lack of attention
i5 & tendencyto present the oil crisis as of
ni  fundamental significance since it
mainly involves a change in the division
of the spoils between various different
exploiters.

But this is only an element of the trath.

In fact the situation in the oil market has.

made a very profound impaect on the way
in which the economic crisis affects the
capitalist countries; it has profoundly
changed the parameters within which
capitalists are forced to look for a solution
to the crisis and it is one of the main fact-
ors which has forged a close link between
the economicerises of west and east.

Of course, the oil price increases of
1873 were notthe basic cause of the capit-
alist crisis which began long before that.
It is intermitently convenient for the
bourgeoisic and sections of the working
class leadership. to claim that it was the
cause since then the ‘blame’ can be laid
at the feet of foreigners.

In fact the ability of the OPEC count-

ries to raise the oil price by four times at a
stroke depended on the economic situa-
tion in the main capitalist countries.

But at the same time it had an
immediate and very great impact: first,
on the international distribution of
surplus value appropriated by states,
vastly increasing the income of the OPEC
nations; - secondly, on the relative
strength of capitalist firms, hogely
strengthening the already gigantic oil
companies; thirdly, on the overall level of
world capitalist demand, reducing it
because of the hoarding of OPEC bal-
ances which were ‘mot all rec}'cled and
fourth, on the balance of payments of
various parisof the world leading to huge
angd persistent deficits in both ‘advanced
capitalist countries and in underdevelop-
ed countries and thereby strengthening
an extra protectionist and deflationary
bias in economic policy. These effects|
have continued since then even though
the oil price in real tecms was eroded over

the period from 1974-1980. Then again

in 1980-81, the oil price more than doub-
led, reinfnrdng the problem, though
under the impact of prolonged s]umlp
conditions the price has begun to coll-
apse again inthe spring of 1981 with as
yet unforeseeable effects.

The oil ctids was also to some extent a
reaction to the growth of anti-imperialist
and anti-dictatorial sentiment in the und-
erdeveloped countries. For some OPEC
countries it represented a nationalistic
stand while for others it was part of an
effort by reactionary dictatorships to lay
their hands on s0 many increased resour-
ces that they could buy off the masses of
their own. countries and purchase the
most effective possible arms to deal with
the masses ofneighbouring countries.

Imperialism did not have an unambig-
uously hostile attitude to the ol price
increase since to some extent they were
initiated by the multinational oil compan-
ies; and imperialist governments, though
they may have experienced problems as a
result of the crisis, also found some of
their most reactionary allies (King
Khaled, the ill-fated Shah), ‘as they
thnught strengthened against mote left-
witl ]q currents,

e major oil companies and their role
in the economy has been in many ways
transformed by the oil crisis. They have
been far and away the most profitable
capitalist firms, The redistribution of sur-
plus value ;produced by the high mon-
opoly price of oil in a situation of profit-
ability crisis elsewhere has contributed
simultaneously to increasing the rate of
profit in oil companies and lowering it
further elsewhere.

The combined annual turnover of the
top 12 oil companies added together now
amounts to 5% of the total value of
world production,

The result is that they have had the
resources to buy up other companies and
also to enter production of othér commiod-
ities an their own account. They have also
had strong incentives to diversify their
activities in this way since they are prim-

. and the mid 6
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The il Giants
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Sales Earnings

(8 bo) (5 bn)
Exxon S 103 5.6
Shell 76 4.
Mohil 395 3.2
Texaco Sl 2.6
BP 48 8 2
Socal 40,4 2
Gulf 26.4 1.4
Standard Indiana 26,1 1.8
Atlantic Richiield b 1.6
Conogo 183 1.0
Phillips 13.3 1.0
Du Pont* 13.6 0.7

*MNat primaril:;-' an oil Company,
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arily invovedin the exploitation of a wast-
ing asset. As yet the oil majors are still
very much o companies but they are
moving rapidly into other fields and are
becoming gigantic conglomerate comp-
anies,

The il prce increase also. had the

“effect of shattering the economic arr-

angements of COMECON and produ-
ring a gualitative leap in the dimensions
of the debl problems of the  Third
World, both of which wili be dealt with
in more detail later.

3. International capitalist
relations
One clear similarity between the pres-
ent crisis and the events of the 19305 has
been the breakdown of a structured,
relatively ordetly world monetary svstem.
The peciod of dominance of the dollar
{the Bretton Woods system) from 1344 to
1971 was one marked by relative stability
in national balance of pavments, at least
of the major countries, relative stability of
exchange rates apart from two periods of
major, but a,g:eedi adjustment in 1949

The breakdown of this system was the
result of two things. First, the collapse of

Cun’znf account balance of payments I:rg.r regions, 1973-80 (8 bn.)
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confidence in the US dollar as a result of
the prolonged American balance of
payments deficit {accentuated by the eff-
eets of the Vietnam war); and, second,
profound changes in the relative compet-
itive positions of the different capitalist
economies, in particular the decling in the
competitiveness of American exports,

The 1971 crisis saw, first of all, the in-
ability of the US government to maintain
the usnconditional convertibility of the
US dollar and then the complete explo-
sion of the existing system of exchange
rates as the adoption of floating exchange
rates by all the major capitalist powers
began a decade of exiteme. currency
instability and dizzving leaps in the price
of gold and other precious metals.

These exchappe rate changes were
partly the result of the interplay of market
forces. Bul also they were often encour-
aged by government policies in an effort
te change international competitiveness.
In general a lower exchange rate results
in higher profits to exports and a more
competitive position. So devaluation has
been used during this pered as a form of
protection which is less subject 1o inter-
nafignal regulation than tariffs or direct
import conirols .

But singe the end of the boom vears, in
which in many ways international trade
hetween the major capitalist powers was

liberalised, the development of crisis has
led to the growth of other protectionist
pressures. So far these have not produced
a cut-throat protectionist war on the lines
of what happened in 1931, when the value
of world trade was cut by two-thirds in a
perind of two years, Protectionism has
not yet on a wide scale taken the form of
the traditional instruments of tariff pro-
tections and the imposition of import
comtrols. Instead, all’ kinds of ingenious
disguised forms of protection have devel-
oped. In addition to competitive devalua-
tions these have included “buy nallr_m:al
campaigns. the discriminatory provision
of credit, the imposition of national tech-
nical standatds, “voluniary export res-
traint’ and s0on.

Japan has maintained a more trad-
itional protectionist policy while the USA
has resorted a great deal to the enforce-
mient of voluntary’ restraint by fqregn
exporters; the EEC has been the pioneer
in using technical standards on a wide
scale as a protectionist measure, in add-
itlon to maintaining one of the most pro-
tectipnisl structures the world has ever
known — the Common Agriculiural
Policy.

As the crisis sharpens so the intensific-
arion of national economic rivalries has
grown and s, therefore, have protect-
1onist measures.
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4. The decline in growth and the
development of mass
unemployment

As  capitalism oonce again snatches
away the livelihood of millions of work-
eta, and has no useful role for millions
more who have never been emploved,
the comditions are being recreated for the
spread of demoralisation and despair, for
the growth of divisiveness and conflict
within the working class and perhaps for
the re-emergence on a mass scale of
reactionary and barbaric ideclogies like
fascism.

Unemployment expresses the central
contradictions of the capitalist economy
in their most naked forms. In the first
place; it exposes how capitalist product-
ion takes place not because of the useful-
ness of the goods and services which it
produces — not because of the social
need for them — but rather because they
can be produced and sold at a profit for
the capitalists.

Unemploved workers reveal that the
geconomy has the power to produce many
more useful things than are being  prod-
wced. The reason thar the surplus labour
time and skills are not used, in spite of
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the pressing nalure of so many social
needs, is thal it is not profitable for the
capitalists to employ them. Yet at the
sapie time we know, as a result of the
watk of Marx, that profit in the capitalist
eeotomy only results from the employ-
ment of workers. The basis of capitalist
profit is that capitalists are able to pur-
chase the labouring ability of the work-
ersilabour power) for wages.

The use to the capitalist of this. labour
power is that, unique among all commod-
ities, it can create more value than it itself
contains. This surplus value is the one
and only source of profit. 5o the existence
of mass unemployment, at a time when
capitalists upiversally complain of their
failure to make adequate profits, produ-
ces a mystery: if profit comes only from
the employment of wage labour, why do
capitalists not employ all the unemployed
workers to make profit?

Part of the answer is that profit never
results automincally from the employ-
ment of wage labour, Many conditions
have to be fulfilled: the productivity of
the labour must be high enough. w5
wages low enough, the market demand
oo TR e e e T
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for the product suffictent to allow the
profit to be made,

ANl these conditions must be fulfifled
simuftaneousty for profits to be made.
And when they are nol simullaneousky
fulfilled for capitalists in general then the
system finds itself in ¢risis — as today .

For the capitalisis, the conditions for
making profits must be re-established
once again. And that means thar labour
during the crisis becomes not just &
source of surplus value for the  blood-
sucking capitalist class — but also a
liability. In order to establish the basis
of profitability again, labour the source of
all profit, is mot employed; it is sacked,
expelled from the production process.

Marx argued that capitalism needed all
the time what he called a 'reserve army
of labour’ — first, to provide the opport-
unity to expand the most profitable areas
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of production without causing too many
problems to existing activities; and
second, in order to regulate wages and
force workers in employment to work
hard for fear of losing their jobs to the
unemployed. Marx also argued that cap-
italism had a continuous tendency to re-
create this reserve army by adopting new
maore productive techniques and throwing
redundant workers out of work. If this
process did not happen rapidly enough,
he believed, then the system would be
thrown into crisis and for a time a new
mass reserve army would suddenly be
created through a slump.

Marx's view still has extreme relevan-
ce today even though in some ways the
workings of the capitalist economy has
changed. .

In all capitalist countries today this
falling profitability is leading to mass
unemployment in four ways. First, some
capitalists are investing in new, more
productive technigues which require less
labour to operate them in order to try to
improve the profits of their companies,
The development of new micro-electronic
technology is just an especially dramatic
new example of a process which is
inherent in capitalism at all times.
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ment elsewhere and the result is the pres-
ent upsurge of mass unemployment.

Between seven and eight workers out
of every hundred in the main capitalist
countries  are officially  unemployed.
That adds up to more than 24 million
workers. The OECD has recently project-
ed that it will rise to 26 million.

Unemployment was not one of the early
symptoms of the crisis. For many years
of falling profitability it was held in
check. When the checks were removed
the effect was like a dam bursting. The
speed of increase has been frightening.
The average rate of unemployment is
now well over twice what it was in the
closing years of the postwar boom in the
main capitalist countries.

In some couniries unemployment has
grown much faster than in other. In
France it has tripled, in Britain and
Germany quadrupled, and in Spain inc-
redsed more than six times in the space
of a decade. There are large differences
in the recent rate of growth of unemploy-
ment between the major countries. Most
of them result not from different rates
of growth of the labour force but from
different rates of creation of new jobs.
Between 1974 and 1980 employment inc-

Number
unemploved,
19481 1981 {million)
T.3 7.8
i .6
4.2 1.1
11.1 2
&4 1.5
2.4 1.4
12.0 1.8

#

Second, the firms which stick to old
technology strain desperately to keep it
profitable by forcing workers to work at
the greatest possible intensity and sack-
ing any who are not ‘necessary’. This
ruthless process goes under titles like
‘rationalisation’” or ‘reducing over-
manning'. But some of the firms do not
make it. They are forced to close down
altogether and go into liguidation or at
least o shed a part of their operations
and carry out factory closures. In Britain
for nearly two years redundancies have
been running at around 1,000 a day. This
slump in production is most acute in
Britain but is affecting nearly all the
major capitalist countries,

This is a third direct impact of falling
profits on unemployment. The fourth is
more indirect. It is the result of spending
cuts, instituted partly in order to allow
the government to ease the financial
situation of at least the strongest sections
of capital and so help capital as & whole
back to profitability.

Al these developments are leading
suddenly to a drop in jobs available for a
growing labour force. For a decade and
more there has been a dramatic fall in
the number of jobs in industry, especially
the manufacturing industries which have
been the historical begetters of the Brit-
ish working class. Until very recenty
this decline was offset by an increase in
the number of jobs in the service indust-
ries, especially in the state sector. Now
the Tory government is reducing these
jobs too, :

50, the decline of industrial jobs con-
tinues without any compensating employ-

reased by 16% in Canada, 13% in the
USA and around 6% in countries such as
Japan, Italy, Australia and Sweden.
This helped to hold down the rate of un-
employment in those countries a bit.

But in Belgium and France employ-
ment did not increase at all during those
vears so unemploytent increased at the
samie rate as workers coming in to the
labowor foree. And in West Germany and
Britain employment actually fell {17k

In most capitalist countries the rate of
increase of unemployment appears to be
accelerating during 1981. And the faster
the number grows the more the official
figures underestimate the real numbers
involved.

One major reason for the underestima-
tion is that as unemployment grows marr-
jed women and others who are not entit-
led to receive unemplovment benefit do
not hother te register as unemployed.
They don't therefore appear in the official
statistics, though they are no less unemp-
loved for that. Even according to govern-
ment officials, the nominal unemploy-
ment figures should be boosted by 30%
in the main capitalist countries to take
account of this one fact alone,

Especially in some of the countries
which have the lowest unemployment fig-
ures there is another very important
reason for underestimation. It iz the
existence of millions of workers on jem-
porary contracts from countries such as
Yugoslavia, Turkey, Portugal, 3pain and
Algeria. In countries such as Franece and
Germany, the growth of unemployment
has fallen in the first instance on.these
!*guest workers''. Instead of signing on

and appearing in the official unemploy-
ment statistics, they are put on ftrains
back to their own countries to swell the
unemployment figures there. This is oen
of the reasons why registered unemploy-
ment has risen so very rapidly in such
countries as Spain and Portugal.

Another reason why the unemploy-
ment figures understate the depth of the
problems of capitalism is the existence of
increasing millions of workers on short
time which is a sort of disguised form of
unemployment. At present in Britain for
example the official figures show about
4% of the labour force on short time,
which brings the total of fully and partly
unemployed to over 16% of the labour
force.

Finally the unemployment figures und-
erstate the problem because most of the
main capitalist countries have taken
measures such as increasing the school
leaving age, or setting up ‘youth opport-
unities programmes’ in the absence of
which unemployment would be even
higher than today.

In any case, a single average figure
for national unemployment can be a very
bad guide to the exact form which un-
employment is taking and the social and .
political effects which it has. The first
thing that the national averages conceal
is differences in regional levels of unemp-
loyment. In Britain, the South East,
despite its rapid increase in unemploy-
ment, still has an overall unemployment
rate only a little over half the national
average, whereas in Northern Ireland the
figure is far above the British national
average. In fact, in Northern [reland
there are towns and districts where the
unemployment figure is over 30% — and
those are, of course, predominandy
Catholic areas. Obyiously the political
implications of unemployment which is
concentrated in this way are different
from the same overall level of unemploy-
ment more evenly spread.

The jobless situation in Morthern Ire-
land illustrates a principle which applies
in different ways throughout the capital-
ist world — that it is the sections of the
population which are most socially disad-
vantaged and powerless in the first place
wha  suffer  dispropoctionately from
unemployent,

This applies universally in the case of
womern,. Here is one case where the curr-
ent evolution of the capitalist ¢conomies
is very different from what was often
predicted by Marx in the nineteenth
century. He saw the capitalists’ pursuit of
profit leading increasingly, with the
mechanisation of production tasks, to
the employment of women and child-
reft — at lower wage levels — at the
expense of adult male workers who would
become the main element of the reserve
army of labour. That is indeed what did
R P P T A B e

The decline in employment in Britain
Percentage change in jobs between
1970 and 1972

The whaole economy plus 1
Production indusiries minus 12
Manufacturing industries minus 14
Mining minus 17
Metal manufacture minus 24

Mechanical & electrical engineering minug 14
Vehicles ! nyinus 11
(ias, electricity & water minus 9

Source; Dept of Emplovment Gazette
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happen i many periods of ninetecnth
century capitalist development.

Today. however, -as the  economic
crisis of capitalism leads to morg unemp-
lovment it is women and youth every-
where who are either thrown out of work
first ot who never have the chance 1o get
i job in the first place.

The effect of the growth of women's
unemgpleyment is not only (o reduce the
incomes and standard of living of them
and their families, if they are members
of families, but also it is to force women
ot of productive social employment back
ipte the isolation and dependence of the
home and family.

This leads individually to all kinds of
dempralisation and personal oppression
and collectively, as the historical evid-
enoe of the 1930s shows, it can be the
breeding ground of reactionary political
idealopies.

Another section of the population uni-
versally hit in a disproportionate way by
the present growth of mass unemploys
ment is racial minorities. And probably
the clearest case of this is the USA. While
the average rate of unemployment in the
USA as a whole 15 about 7% (about the
intertational capitalist average), the rate
among urban blacks in cities like Detroit
and Miami is vastly greater than this —
in many cases 2a% and bevond,

Breaking down the average even furth-
er, the levels of unemployment among
black urban yourk in the USA are comm-
only well in excess of T5%. In 1977 the
national average for teenage non-whites
was 36% and by August 19581 it had risen
to Just over 50% for the whole USA(LE),

17, DECT Economic Dutlook, July 1881
18.MNew York Times, Sept. § 1981,
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LS unemployment by sex, race; and
age: ayerage per cent rates, 1977
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Scurce: A G Frunk, Crisis in the World
Econamy,

The universal nature of the economic
oppression of vouth in the present cap-
italist crisis is shown by the fact that
voung people so often take to the streets
spontaneously to protest against their
position and against the police représsion
which reinforces it, mot only in Miami,
Soweto and Capetown, but also in areas
where the capitalists thought they had
created a demi-paradise of fiee markert
economy — in Zurich in Switzerland —
and recently in the major cities of Britain.

Almost everywhere the rate of youth
unemployment {age 15 ta 24).is at least
twice as high as the national average.
And  the problem of youth unemploy-
ment i growing more rapidly  than
unemplovment in  general. In  whole
countries such as Kaly and Spain, and in
many areas ‘of other countries, youth
unemployment is now' so ‘high that it
constitutes 2 major social crisis by itself.

As always it is possible to break down
these figures even further to show the
way in which, even among vouth, unemp-
lowment has a disproportionate effect
Ofl SOME groups.

The difference hetween male  and
female unemployment is one of the most
striking. In every countey for which fig-
ures are available, teenage women are
considerably worse hit than leenage men.
In France, for example, in 1979, 14 cut of
every 100 male teenagers were unemp-
loyed; but the figure for women was
4%

To summarise all the complex statistics
it could be said that for each worker in the
capitalist countries there is about a one in
twelve chance that she or he is unemp-
loved. But for a female black vouth, a
member of & racial minority, living in an
economically backward or deprived-area,
the chances of getiing a job of any kind
have been reduced in the last few vears
to virtually zero.

In Southwark and Brixton in South
London, black unemployment is estima-
ted at 40%, while black youth unemp-
loyment is said to be B0%. Kk seems
almost certain that the unemployment
rate for black female teenagers must
verge on 100%. In Toxteth in Liverpool
the overall rate of unemployment is said
to be 40% and that for youth 80%.

It is worth noting that this phenomenon
is historically unprecedented. Tt was not a
feature of the mass unemployment of the
1930s. In fact in Britain the rates of
unemployment then were, for varous
reasons, lower than those for older
workers,

The bourgenisie throughout the world
g now conducting a massive propagatida
campaign alleging that it is the greed of
the working class itself which creates
unemployment. Workers, by demanding
too much pay, or refosing to take cuts in
pay, are, so the argument goes, ‘pricing
themselves out of a job .



Like other notions which are propaga-
ted by bourgeois ideclogy, this one has
some power because it is subscribed to
also by a large propertion of the estab-
lished leadership of the working class.
And that is possible because this notion,
like others in bourgecis ideology, con-
tains a tiny, partial element of truth.

It is true that the life of one capitalist
factory, threatened with imminent hank-
ruptey and closure, might in some cases
be extended for a time if the workers
were foreed to take a wage cut so that at
existing prices the firm could continue to
compete and make a profit. Thete are
recent cases where workers have been
‘persuaded’ by this plaasible looking arg-
ument. ; R

But the element of truth in this argu-
ment is so partial and one-sided that in
reality the argument is basically false.
Measures which might temporarily help
the workers of a single capitalist in alli-
ance with their exploiter; cannot, if gen-
eralised; help the working class as a
whole against their exploiters,

Quite the contrary: general wage cuts
under capitalism will not only fail to elim-
inare unemployment, they would contrib-
ute to the creation of unemployment and
the intensification of the slump.

ness and near starvation will provoke a
political reaction which will threaten the
stability not only of governments  like
Thatcher's and Reagan’s but of the
system which it is their overwhelming
aim to rescue,

5. The crisis of state expenditure

While the boom years led to a steady
inerease in state expenditure in the major
capitalist countries, the onset of the crisis
suddenly accelerated that trend to the
point where the burden of state spending
became a specific major crisis for the
bourgeoisic.

The main réasons for this are the de-
cline in profits in both private and nat-
ionalised indusmries which have led
governments, rather than see massive
industrial collapsc, to bail out the former
and increase subsidies to'the latter. But
the bankruptcies and cutbacks which
have occurred as part of the same process
have led to a huge increase in the need
for social payments — unemployment

‘benefit in particular '— far beyond what

was ever foreseen when unemplovment
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Unemployment of youth aged 15-17

MALES FEMALES

1970 1979 1970 1979
UsA 11 13 14 17
West Germany Q.5 p 1.5 3
France 4 14 # 47
Ttaly 12 23 k- 3g
Uk 18 2 19

Source; ORCH

This again is a concrete illustration of
the contradiction which Marx emphasised
between the production and realisation
of surplus value,

Mass onemplovment todav is being
craated in the interests of the capitalist
system. It will not be eliminated by that
system, though it may contribute to the
development of a political response from
the exploited classes which is capable of
leading to the expropriation of private
property and so to the elimination of
private profit rather than need as a basi”

for production and employment. Even the ™

capitalists® own statistics show beyond
question that in the present crisis thei
system is incapable of offering employ-
ment to a whole generation of workers.

Of course right wing governments
would still prefer to spend money on un-
employment benefit rather than the
same, or very little more, money on creat-
ing jobs, Nonetheless 'the question of
unemployment pay has become a basic
contradictory question for such govern-
ments, Its continuance makes it difficult
to fulfil plans for cutting government
spending in slump conditions: and. its
continuance reduces the effectiveness of
the reserve army of labour as a drag on
the bargaining power of organised labour
as a whole.

Capitalist governments are theresfore
seeking ways of drastically cutting back
unemployment and related social security
benefits. But by doing so thev can only
exacerbate the other — political — con-
tradiction of their policy. That is the

insurance became universal in the: ad-
yanced countries.

In addition the failure to foresee the
rapid rate of inflation to which the crisis
gave rise has also made government ex-
penditures career out of control and to
cteate what has been called a 'fiscal crisis
of the state’. [James O 'Connor, in his
im portant and prophetic book ‘The Fiscal
Crizis of the State .

The other side of that crisis has been
the failure, again due to the effects of the
risis, for revemues to keep pace with
spending. So while during the boom,
~tate spending had risen withoul ‘an in-

¥ rease in the state deficit, the onset of the

crisis led everywhere to a massive build
up of government debt.

Unemployment rates for young p;eldplt

aged 15-24

1570 1980
United States 2.9 11.2
Japan 2.0 3.6
West Germany 1.0 38
France 5.6 13.3
Britain 2.8 119
Italy Q.7 24.6
Spain 2.4 228

Source: QECD
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During the postwar boom capitalist
countries, taking one year with another,
did not run government deficits. The old
accumulated state debt {largely from the
war years) was steadily devalued by in-
flation. Bt as the crisis developed
government deficits becamé more and
motre general as state expenditure came
to have more weight in the economy.

In 1960 state spending was 28.4 per
cent of the national income of the OECD
countries; and tax receipts were more or
less in line with this at 28.3 per cent. By
1978 spending had risen to 38.2 per cent
of national income while receipts had
risen only to 35 per cent.

Despite the commitment of numerous
governments to combat this tendency to-
wards creeping deficits the  task has
proved to be extremely difficult. ;

The plight of the Tory government in
Britain iz a good example, Elected with a
pledge to decrease government expend-
iture and cut the government deficit
{public expenditure bortowing require-
ment} as a matter of urgency the Tory
government still two and a half years
later sees both spending and the deficit
rise at almost unprecedented rates,
in spite of real cuts being made in public
expenditure programmes.

The same problem can be seen from
the mear bankrupt cities of the United
States to Maly, where this year's total
state deficitis twice as high as in Britain.

In practice so far, although finance is a
major guestion for national states their
control over the printing of money means
that it has not reached -catastrophic
proportions. The fiscal erisis of the state,
especially in Britain, the USA and Italy,
has become particularly acure at the level
of municipalities.

This is for three reasons: that is where
many of the most demanding social

Britain: Unemployment rates by age, 1977 and 1932,

Males Females

1932 977 1932 ISTT
16=17 4.4 12.8 3.1 141
18—19 156.3 11.1 7.9 9.9
20—24 23.5 10.1 9.1 7.0
25-2% 227 7.3 9.3 4.4
-39 21.7 5.3 1L 2.2
40—49 227 51 10.0 L.y
50—59 26.7 5.1 19.5 2.2
60+ 32.0 9.5 16.4 0.2

Source: K.G.Knight, "The Composition UfUnEmpluym:nt":

danger that the existence of millions of e ; ) :
unemploved workers driven to hopeless- Socialist Economic Review 1981 pb.217
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Local eouneil spending in Britain. Source: Finandal Times/C50
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spending programmes are concentrated;
the municipalities receive most of their
finapce from the central state which can
therefore cur off their funds; and mun-
icipalitics have no power to print money,
limited power to borrow independently of
central government and little ability to
impose local taxes or raise their own
revenue in other ways, On the other hand
Wwical authority spending has risen faster
than central government spending. In
Britain, for example. local authoricy
speniding rose from under 10 per cent to
about 20 per cent of national income from

1950 to 1980,

In Britain a long and bitter war has
broken out between the Central govern-
meni under Thatcher and many municip-
alities in the government’s fight to cut

» |International
— Comparison
of Public
Sector
Debt

Porosntags of ENP
Bagad on 1978 figures
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0 20% 407

Soutce: Financial Times
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public expenditure and force & cutback in
social provision and staff redundancies on
local authorities. The same is beginning
to happen as a tesull of Reagan's
aftempts o cut the US budget while
raising defence spending.

In Britain, routine and then punitive
cuthacks in central government funding
{which finances about 50 per cent of local
authority spending) have been met by
local authorities with various combinat-
ions of rate increases, supplementary
rate impositions and cuts in real expend-
iture. The problem has now, however,
réached such massive proportions that
solutions of this kind may not be possible
within the time span permitted by the
government. The result may be city
bankruptcies, wholesale closing of social
services and equivalent sacking of staff
with possible major political confrontat-
ions a5 4 result.

Predicted 1981 public zsector deficit
us per cent of GNP

West Gormany 4.5
Japan 30
LS .9
Britam 2.3
Italy 108

Source: OECD Economic Cullook Julv 81

B. Inflation

The rise of inflation is in sume ways the
most visible element in the change from
boom to crisis since we all encounter it
every time we go shopping.

The two postwar decades in the main
capitalist countrics were ones for the
most part of slow and steady inflation.
But in the late 19605 and the 1970s
average rates’of inflation suddenly jump-
ed upiIn some cases (in Britain and Italy,

for instance) they seemed for a time to
threaten currency stability in a serious
way. As the 1970s wore on these extreme
rales came more under control. Buot the
capitalist world as a whole scemed
destined to continue at a historically high
inflation ‘rate of around 10 per cent in
spite of very sirong deflationaty meas-
ures being taken'by governments.

The rale of inflation is one important
link in the circular chain of relationships
between profits, wages. productivity,
prices and the money supply.

In modern industrial capitalist econ-
omies prices usually do not move auto-
matically  according- to fluctuations - of
demand and supply in a free market.
Though prices mav respond to changes in
supply and demand thev are mostly
fized by a decision of producers or
distributors,

Twia main elements enter into their
decision. A price must be low engugh for
demand to be sufficient to buyv the
amount the producer needs to sell. But
alsoa price must be high enough to cover
costs of production and make the de-
sired profit for the capitalist, This contra-
diction which faces everv capitalist
producer is yet another instance of the
problems of simultanecusly producing
and realising surplus value.

-~ Capitalists have teénded to put up their
prices more rapidly in the last decade in
order to compensate for the erosion of
their profits through rising costs, In many
instances they have become prepared
even to sacrifice some of their market to
ensure that they produce a more limited
output at a prafit.

Profit margins have themselves been
eroded by tising ¢osts, sometimes from
imported goods such as oil, sometimes
from wages ot from other sources,

The essence of inflation, therefore, is
that it is the manifestation of a conflict
over distribution. Workers and con-



sumers must battle to prevent inflation
from cutting their living standards and
that means fighting' for increases 'in
money  wages and state and other
finaneial benefits,

Capitalists retaliate by raising prices
again. Inflation is not in this way a con-
sequence of any one single cause. It is
part of a complex causal chain.

The fact that inflation is higher in the
crisis than it was in the boom reflects the
fact that falling profitability has made the
struggle over distribution a much sharper
ane — it is sharper both between capital
and labour and between different sect-
ions of capital and different nations of the
capitalist world. Just as inflation ‘has
been & weapon of the capitalists in the
class strupgle it is also a weapon of the oil
‘producing countries in gaining a larger
share of the world's surplus value.

But it makes no sense to blame inflat-
ion on a single cause like OPEC's greed
or ‘excessive’ wage demands by workers.

But because inflation is something
which seems to be simultanepusly and
uniformly bad for all social groups, the
bourgeoisie has tried to argue with some
success that it is a national problem
whoseé causes must be tackled for the
potential benefit of all.

On closer examination, however, this
argument appears to be rather defect-
ive. What worries the ruling class about
inflation is that it builds up hostility to the
system  which  produces  it.  Their
‘remedies’ for inflation usuwally take the
form of reducing the standard of living of
workers through wage restrictions, cuts
in' government spending and monetary
squeezes,

Policies designed to attack workers'
material interests by more direct means
than inflation come under the disguise of
a national struggle against inflation,
allegedly the alien enemy of all.

So far, laborious efforts to reduce in-
flation in the advanced countries much
below 10 per cent have failed. It is be-
ginning to be recognised that the con-
sequetices of bringing down the increase
of prices are 30 severe {especially in
terms of unemployment and decimated
social services) that the cure produces as
many political problems as the disease,

Once again this is an example of the
gigantic problem of restoring the shatter-
ed equilibrium of the capitalist system.
Improving one aspect of the problem
stubbornly worsens another,
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Rates of inflation (per cent per year)

1960-9 19709

Low income under-

developed countries 3.0 10,8

Middlé income under-

developed countries 3.0 13.3

Advanced capitalisi

countries 4.3 9.4
UsA 2.8 6.9
UK 4.1 138
West Germany 3% 3.3
France 4.2 &0
Italy 4.4 15.6
Japan 4, 72

Soukce: Warld Bank, World Development
Report, 1981,

“
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7. The erisis and the Third World

It goes without saying, but cannot be
forgotten, that the crisis is having the
effect of intensifying all the negative
trends which were already visible in the
underdeveloped countries during capital-
ism’s good years. Unemployment,
poverty and inequality are growing.
There is not the space to show how this is
affecting some 100 or so individual
countries. But there is one particular
question which has become a very
dramatic one as a result of the crisis —
that of international indebtedness —
which will be looked at here in more
detail.

The overall value of the debts of the
underdeveloped  countries has grown
steadily since the war. This has largely
been the result of ‘economic aid” in which
capitalist governments loaned money to
the governments of the underdeveloped
countries. Allegedly this was to finance
long term development though most
often it was wasted or ended up financing
bureaucrats' bank accounts in Switzer-
land.

Nevertheless, though used by the
imperialists as a weapon of political
control, it did not become a source of
economic or financial ctisis in the under-
developed countries since it could al-
ways be re-scheduled by the imperialists
and often was.

Since the early 1970s however, the
quality of the problem has changed. In

Advertisement

from  the

the first place the amount of debt has sky-
rocketed, due in particular to the sudden
catastrophic deterioration in the Third
World's balance of payments which re-
sulted from the oil price increase. The
total had risen from $64 billion in 1970 to
well over $400 billion today. Second, the
type of debt has changed. State loans
imperialist countries have
declined, while the bulk of the increase in
debt has been to exporting firms in the
form of trade credit or to banks in the
form largely of short term loans. About
65 per cent of the debt is now to private
creditors, compared with 45 per cent in
1970,

This is the result of the ‘happy accid-
ent’ that simultaneously with the worsen-
ing of the balance of payments position,
the slump and crisis in the imperialist
countries resulted in the banks having a
sudden surplus of loanable funds and
capitalists having unsold poods which
they could only sell by urging the accept-
ance of deferred payments plans on their
unsuspecting customers.

S0 the results of this process in the
aggregate are: a sharp rise in indebted-
ness and repayment obligations com-
pared both with the national income and
the value of exports of the underdevelop-
ed countries; a decrease in the average
time over which debts have to be repaid
(from 18.6 years in 1973 to 14.7 vears
today); a rise in the average interest rate
(from 6.6 to 7.2 per cent); a shortening of
grace periods before the first repayments
are due (from 5.6 years to 4.7 years): the
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growing possibility of forced bankruptey
and default; an increase in the strangle-
hold of capitalist institutions such as the
IMF and the international banks over the
economies  of the underdeveloped
countries.

In a way these aggregate results both
exagperate and understate the problem,
It is a fact that some of the most indebted
countries have no real problems in paving
what they owe and have deliberately
borrowed very heavily against expected
future revenue. This applies for example
to Mexico which has vast oil resources
not yet developed.

But at the same time many of the poor-
psl conntties which have a relatively low
level of indebiedness feel its effects much
more heavily as the vampire's teeth sink
into their necks.

In many of the poorest underdeveloped
countries economic cenditions for the

masses of the people are worsening fast. |

During the 1970s no less than 45 out of
the %6 poorest countties experienced a
deicline in food production per head, Ot
of 38 African countries, as manv as 26
produced less food per head ino 1970
than they had m 1969, In fifty coontries
daily valorie supply was calculated to be
helow basic requitements, [Waorld Bank,
Warld Development Report 195811

The absolute and  probably  relative
pumber of starving people in the world is
growing. And the problems of the crisis
are used as a pretext for curtailing even
those very limited programmes of uscful
international economic aid which exist,

8. The crisis and the Stalinist-
ruled states

THERE is not enough space here to an-
alvse fully the economic situation in the
Stalinist ruled states of the USSR, East-
ern Eurape and China. Bul a profile of the
curtent crisis would be especially in-
complete if it did not at least summarise
some of the increasing interrelations be-
ween the economic problems of the
capitalist and the bureavcratically plann-
el eonomics.

Amount outstanding on Dec, 31 1980 (8 billion)

The failures of bureaucratic planning: increases in produced national income (%)

— 1975-80 — — . 1980

Manned Actual Plan Actual
Bulsaria b 6.1 5.7 5.7
Crechoslovakia 4.9.52 3.7 3.7 3.0
Easl Germany 4.9-5 .4 LY 4.8 - 4.2
Poland T.O-T3 1.7 [4-18 -4.0
Raomania 10.0-11.0 1.2 B8 .5
LISSR 5.4-57 4.1 4.0 2.0-3.0

Soutee: German Institute of Economic Rescarch, West Berling Finaneial Times.

The 'socialist” economies are still rel-
atively isolated from the rest of the world
economy. They tend to be more aotarkic
(self-sufficient) economies than any in
the capitalist world. Even the USSR ex-
ports less than a small country like
Belgium . And ever half the international
trade of COMECON countries still takes
place within that group of countries.

But several things have made these
countries increasingly dependent on the
resl of the world, especially for imports:
their need for advanced technology in
fields where they have failed to develop
it; shottages of strategic raw materials;
and the failures of Stalinist style planning
to supply needed goods.

By importing: these things from the
capitalist world the planned cconomics
have been gradually sucked into the
cagitalist economic whirlpool and new
problems have been added to those which
their economics were experiencing  al-
ready.

The stalinist rulers have faced growing
political problems a5 mass opposition
has  developed  to their  police-state
dictatorships at just the moment when
the capitalist world has been descending
1INED Crisis,

In these economic conditions COM-
ECOMN countries have had little possib-
iHty of selling more of their relatively low
quality manufactured goods to the West
— and the markets they have buill up in
some  underdeveloped countries have

__bieen badly hit by the effects of the crisis,

especially by the rise in the price of oil.

S0 the Stalinist buregucracics have
been forced to try to sguare a circle: they
have needed to import more undér con-
ditions where they cannot earn the need.
ed money by exporting more to convert-
ible currency areas,

The answer has been — debt. Very
rapidly the Stalinist-ruled countries have
contracted considerable debis to capital-
ist banks which have as a result gained
increasing leverage in thé -centrally
planned economies. Today, Eastern
European economic plannérs give much
more information about their economies
to capitalist bankers than they do to their
own workers in whose pame they claim to
rule.

The extreme case of all this is of course
Poland where the bureaucratic dictator-
ship has faced a simultaneous political
and economic crisis. Poland today is an
extreme example of many things: the
struggle of the working class, and the
crisis of the productive svstem. It is also
the most perilously indebted country in
the waorld, Its debis per head of the
population are nearly the highest of any
country. And at the same time its negot-
izble imternational assets are virtually
the lowest of any countey in the world.

The Polish crisis more than anything
else has begun to unite the crises of the
Stalinist and capitalist economies. Today
a high powered committes of internation-
al bankers 15 in more or less permanent
session considering the economic prob-

Amount outstanding (5 billion)

14

12

10

lish Borrowin
rom Western Ban
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lems of Poland and the rescheduling of
the debt payments it cannot meet. These
bankers play a crucial role in the drama
now being played out on the stage of
Eastern Europe. By their decisions about
how liberal to be about debt repayment
they can make a major impact on the way
the Palish crisis evolves.

But the influences are not all in one dir-
ection. Hanging over the deliberations of
the committee of bankers is the terrify -
ing possibility that Paland may default on
its debts. This would, as evervone knows
but few dare to say, be a potentially
staggering blow to the financial stability
of the capitalist world and could certainly
be one of the possible triggers of a mon-
umental financial crash,

4. WHERE 1S THE
ECONOMIC CRISIS
TAKING THE WORLD?

IN the main capitalist societies the end-
ing of the second world war produced an
atmosphere of economic gloom, intellect-
ual confusion tinged perhaps with relisf
at the end of the fighting. This gradually
gave way in the boom years to a new op-
timism arnd intellectual certainty in the
spirit of the bourgeoisie. There is o
doubt that the pessimism and confusion
now reign*again. tinged this time not so
much with relief as with foreboding that
the capitalist world may be about to enter
new uncharted and deeply perilous
waters,

The old iniellectual certainties of Keyn-
esianism; so universally held, have been
exploded altogether. The economically
impossible has now happened so many
times and in so many places that there is
no longer any accepted conventional wig-
dom about the economy  except that

things are bad and will quite probably
worsetl before they get better.
Inereasingly the bourgeoisie, politically
and inteflectually, is dividing into two
camps. One camp is dominated by the
threat to the overall system of profitable
exploitation posed by the economic crisis.
They see the question ever more clearly
in class terms and have set themselves
eonsciously the task of undoing the econ-
omic knot tied during the boom years by
arranging a fundamental redistribution of
wealth and power away from working
people and their families. If this involves
the creation of mass unemployment and
the manifest failure to meet even elem-

.entary social needs then, they say, so

beit,

And if this approach implies a whole-
sale attack on democratic rights and pro-
cedures? The answer to that is more
difficult. Already wvirtually all capitalist
governments have in the last decade
made important inroads into traditional
demaocratic freedoms. And (here are
growing signs in a number of countries
that the kind of solutions envisaged by
this section of the bourgeoisie, or even
lesser austerity programmes, simply can-
not be carried out in the context of parl-
iamentary democracy, trade union free-
doms and so on. We can expect that the
most determined and perspicacious sect-
ions of this pari of the bourgeoisie will
act on the consequences and move, in
alliance with the erratically growing
fascists, towards more authoritarian
solutions.

Another section of the bourgeoisie,
though not at present imbued with such
political prestige or influence, are the
‘wets’. Those who recoil in horrth at the
extreme consequences of thé measures
which seem to be necessary to preserve
the needs of the capitalist system which
they support. Intellectually they repres-
ent the remains of Keynesianism. They

are to be found both in the ‘left’ of capit-
alist parties and in the reformist workers’
perties. Though they support more state
spending to preserve employment, and
more economic aid to combat world
poverty, they do not represent a radical
current. They are for the most part
clinging to old. used policies which have
lost prestige because they have been seen
to fail. Most of their hopes are placed on
some semi-automatic upturn; every night
they sav a prayer that the erisis will
bottom out.

The bureaucratic lcaders of the ‘social-
ist’ economics provide a less and less
convincing alternative to this. The count-
ries over which they rule are afflicted
with a twin economic crisis. One which
arises from the contradictions of the hur:
eaucratic system of centralised planning
which they themselves practise: the other
imported from the capitalist world into
whose economic maelsitom they have
been inevitably drawn.

Despite the growing radicalisation of
the rank and file of the labour movement
and the growth of organised left reformist
currents. it is still the right wing radicals
or the wets who rule, And where are they
taking the world if new governments do
not take over from them 7

It is clear that the basic economic
crisis of the capitalist system has not be-
gun to be resolved. The main symptom of
it, the fall in the rate of profit, continues
virtually unabated despite all the multi-
tude of measures taken to reverse it. We
cannot predict in very concreie terms
what will happen economically and polit-
ically but we can expect at the economic
level that there is every reason ta sSuppose
that the trends of the last few years will
continue and maybe spread and intensify.

These include the growth of mass un-
employment, growing indebtedness at
every level, the crisis of state expendit.
ure, the cutback of state provided social
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The evidence of the previous pages
shows that the effects of the crisis can
best be seen not in the form of average
statistics, Those averages are made up of
some areas and groups who are not att-
ected so severely and others, the worse
than average, who are affected that much
more severely, The problem of unemp-
loyment, as well as being a general one
for the whole working class, is veéry acute-
Iv one for the young, for blacks, for
women . The political consequences of un-
employment therefore will be particularly
influenced by the reaction of those part-
icularlyhard-pressed groups.

Likewise the problem of state finance is
also @ general one but especialy concent-
rated in mupicipal finance and within that
especially in municipalities responsible
for depressed inner-city areas in indust-
rial civies. These are the very areas, of
course, where the first problem of unem-
ployment tends to be most acute and soc-
ially explosive, ’ 3

And  likewise the ‘interpational debet
problem is concentrated in a few of the
poerest countries of the waorld.

Social and economic explosions cannot
bie casily predicted. The breaking point of
any social phenomeénon cannot be deei-

Cded in advance. We cannot sav if there

will be more inper city insurrections; we
canm say it there will be major finandial
defaunlts; or if there will be massive fin-
ancial crises and panics as in previous
crisos; ordf cities will go bankrupt alto-
gether: of f giant industrial firms  will
close. Al these things have begun to
happen in the course of the last few
WA : :

Tudkaw there 15 a far higher proportion
of iInner-city vouth without work than ever
botore 10 capitalist history. There is a
higher 'rativ of credit (and  therefore
debt — national, state, corporate and
persunall to mational income than at any
previois moment in history.

There are many economists, especially
Marxists, who boldly predict that unpre-
cedented facts of this kind — and we
could all produce many more examples =—
will definitely result in massive political
and  ceonomic upheavals in the near
future.

It would be foolish to deny that such
possibilities exist and socialists must be
prepared for them as much as possible.
Yer it would be equally foolish o forget
that similar apocalvptic predictions have
been made on numercus occasions in the
last decade and have usually proved to be
extremely exaggerated. There has been
insufficient attempt to ey to understand
in_a rigorous way what exactly are the
limits of endurance of the capitalisi
sysiem.,

In 1921 Trotsky gave a warning that it
would be wise to recall today:

“Capitalism thus possesses a dynamic
equilibrium, one which is always in the
process of either disruption or restora-
tion. But at' the same time this equilib-
rium has a great power of resistance,
the best proof of which is that the capit-
alist world has not toppled to this
day.” (200

We can be certain that the capitalist
aystem for all its problems and potential
crises will not collapse of its own accord,
or wither away. We can see that it retains
ETOTMOUS power — economic, military
and ideological. And as socialists we have
to devote at least as much attention to|
understanding why it survives for so long |
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as we do to identifving its problems and
the way it fails to fulfill social needs.

Socialists need to spend less time pre-
dicting its doom and more to refining a
socialist strategy which can act as a pole
of mobilisation of the masses and form
the basis of & new economy devoted to
fulfilling social and individual need rather
than making profits.

This is why I concentrate in the rest of
this article on the question of strategy —
an examination of the strategic conflicts
already alluded to amongst the bourg-
eoisie; a crinque of the *'alternative econ-
omic strategies' which are gaining popu-
farity in the labour movement in Europe
and finally a brief proposal about some of
the elements of a socialist strategy.

5. STRATEGIES AGAINST
THE CRISIS

The cconomic crisis raises yital prob-
lems or imposes heavy burdens on virt-
wally  all those who live in capitalist
saciety — except maybe for a few clever
or lucky profitecrs who gain out of the
misfortunes of others.

But different social groups see-a very
different content to the crisis. Most capit-
alists see first and foremost a decline in
their rate of profit and they usually imag-
inea whale set of other things 1o be asso-
ciated with this: wapes rising ‘too fast®,
productivity rising ‘too slowly”. inflation,

high interest rates, high raw material
prices, stagnant markets and so on. ;

Workers, on the other hand, experi-
efice unemployment, ot they see growing
thredts to their jobs and to their stand-
ards of living through inflation and wage
control: and most of them witness a
deterioration in their social services.

In neither of these social classes, nor
in other groups in society, is there a con-
sistent and unified view of what the crisis
consists of, whv it 15 happening and what
Lo do about it

1. Conflicts within the capitalist
class

The failure of the capitalist class to
unite on a strategy to deal with the crisis
partly reflects the fact that there are
objective differences of interest between
distinct sections of the capitalist class.
There seems to be no set of economic pol-
icies from which all sections of capital can
benefit.

A Marxist analysis of the crisis helps us
to understand why this is so. The process
of raising the rate of profit after it has
fallen to unacceptable levels consists,
according to Marxist analysis, of raising
the absolute amount of surplus value
produced and realised, or lowering the
valug of the total capital over which it
must be shared or some combination of
the two. The important thing is to
increase surplus value relative to the
value of capital.

This means that some sections of
capital which may be able to raise the
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productivity of the workforce in their
employ or which may have a buoyant
market for their product, will oppose pol-
icies which are designed to keep afloat
those sections of capital which are not so
favourably placed. From the point of view
of the survival of the capitalist class the
more successful sections of it may well
support the idea that the crisis would be
hefped by the destruction of the less succ-
essful portions of capital. Yet obvicusly
those more hard pressed sections of cap-
ital will favour policies which help them
to survive, and that almost certainly
means policies which, usually via the
state, redistribute surplus value. ;

Conflicts over policy within the capit-
alist class, therefore, very often centre
around the question of state expenditure
and the extent to which it should be cur-
tailed, A related source of conflict con-
cerns the guestion of wages. In one sense
all sections of capital will benefit if
wages can be curtailed relative to prod-
uctivity since, other things being equal,
this will raise the rate of cxploit ation of
the labour force.

On the other hand a whole section of
capital depends for its survival on produ-
cing commodities which are by and large
consumed by the working class, For them
any curtailment of wages, therefore, is a
curtailment of the market for their prod-
uets and so of their ability to realise sur-
plus value.

Ultimately for capitalists as a whole, as
Marxist analysis makes clear, this is an
irresolvable conflict or contradiction. But
for section of capital in the short run there
may seem to be no contradiction at all.
The contradiction for capital as a whole is
expressed in this case as a conflict of
interest and policy within the capitalist
class over state expenditure and wage
control in particular.

A related conflict arises in the case of
international trade and protection. The
growth of protection, and the shrinkage
of markets which it usually brings about,
is not in the interests of capital as a whole
on 4 world scale, Nonetheless certain
sections of capital, those subjected to
the hottest competition and which prod-
uge mainly for the home market, may
well see protection as a solution to their
own immediate problems.

‘The objective conflicts of economic int-
erest are part of the cause of the differ-
ences over policy which have erupted in
the capitalist class since the present crisis
commenced. In addition, there are diff-
erences which are more political in
nature. Even if the economic objectives
could be sorted out, there would remain
disagreements over how much the nec-
essary strategy to increase the rate of
profit should be imposed through head-
on: political conflict with the potential
victims of the policies and how much
those victims should be cajoled and per-
suaded to collaborate in their own fate.

The brezk-up of the economic consen-
sus in capitalist societies has partly been
the result of the emergence nFnew strat-
egies of the ‘radical right’ in dealing with
the problems which the crisis raises
before the capitalist class.

One ‘of the main differences between
the old Keynesian, liberal section of the
bourgeoisie and the new radical right has
been over the guestion of state expend-
iture, It has launched ambitious plans to
make major reductions in state-provided
gervices and state support for industry
and other subsidies, combined usually
with plans for simultaneous cuts in taxa-

tion to restore incéntives in the private
economy and produce a radical reversal
in the tendency of modern capitalism
towards greater state involvement.
Closely linked with this aititude to-
wards state spending is a severe policy of
control of the money supply which many
right wingers argue gets oul of control
and causes inflation mainly through un-
controlled state spending and debt,
These more traditional right wing pol-
icies of opposition to the big state and
financial conservatism are increasingly
being displaced by a new conservative
economic doctrine, which in the United

States has become known as ‘supply-
side economics,”

Supply-siders argue that policies aff-
ecting demand can't work. The cost of
reducing inflation by cutting state dem-
and is a degree of slump which even to
them is unacceptable. The problem, they
say, is to reverse the built-in tendency of
the system to discourage saving and
investment. And that, they argue, means
increasing incentives for the potential
inwestors, that is, the rich and the capital-
ists. And that means cutting the marginal
tax rates for higher incomes.

Some of them even maintain that such
a policy will actually increase government
tax revenue because of the stimulus it
would give to economic activity. But their
main point is that supply-side policies of
tax reductions for the rich would benefit
everybody since they are the only way in
which investment, rapid growth, reindus-
trialisation, the return of full employment
and;:mﬁp-erit}' can be restored.

Of course these supply-siders with
their complete opposition to progressive
taxes (i.e. higher tax rates on higher
mcomes) hatk back to earlier right-wing
traditions. One of their American advo-
cates proclaims that ''Regressive taxes
help the poor... To help the poor and
middle classes one must reduce the tax
rates. of the rich®’, ( Gilder, 1981), a
remark very similar to statements by one
of the supply-siders’ heroes  Andrew
Mellon who in 1924 said “‘the prosperity
of the middle and lower classes depends
on the good fortune and light taxes of
the rich’ (21) And a series of similar
remarks could no doubt be traced back to

Marie Antoinette and beyvond.

Supply-siders within the capitalist
class, like unreconstructed Keynesians,
hold the view that recovery from the crisis

can take place without basic opposition

between the capitalist and the working
classes. They are fond of quoting John
F. Kennedy's remark that “a rising tide
lifts all boats™.

Although the supply-siders have been
gaining influence, in general the purist
ones are regarded as cranks even by the
capitalist class. But the effect of their
one-sided ideas have been to concentrate
more attention of the ruling class on the

problems which Marxists would see as
being associated with the production
rather than the realisation of surplus
value. In this sense they redress some of
the imbalance of the traditional Keynes-
ian approach. Their tax policies have
often been combined by sections of the
bourgeoisie with a more ruthless app-
roach towards the weaker sections of cap-
ital to produce some of the new right pol-
icies which have been enunciated by the
overnments of Margaret Thatcher in
ritain and Ronald Reagan in the USA,
But the more far-sighted sections of
this new right maintain an understanding
that neither Keynesianism nor supply-
side economics are the magic wand they
claim to be. Both of them ignore the very
basic fact of class conflict within capitalist
society and conceal the fact that the reso-
lution of the crisis cannot take place with-
out & major shift in the balance of class
forces,
Thatcher and Reagan have in common
a knowledge that the implementation of
their policies will require a frontal attack
on the working class through unemploy-
ment, the wholesale destruction of social
services and real wage cuts. In order to
achieve these it will probably be necess-
ary for big fights to take place between
the employers and government on the

cone hand and the trade unions on the

other.

A realization of what is necessary,
however, does not mean that it can be
easily achieved. Thatcher, who was elect-
ed to power with a landslide victory in
19749, gﬁq who initially seemed a new
authoritative beacon for the bourgeoisie
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on a world scale, is now fighting for her
political life with virtually all her once
shining 'policies badly tarnished. Partly
her problems have been economic ones
in the narrow sense. Her effort to cut the
muomney supply have failed because a good
purtiﬂ_n of the monetary system is not
effectively within the control of the state
monetary authorities. Second, her eff-
orts to cut government spending and the
state sector deficit have failed because
what the policies cut from state spending
by the ending of health, education and
other services, they add on in the form of
;:_m‘:mpm:r'me.m and socid] security bene-
its.

The sharpness of this problem was not
guite foreseen by the Thatcher govern-
ment. Certainly they inténded to create
mass upemployment but they probably
did not envisage that this would+be on the
svale that has in fact ocourred. That, per-
haps, more than anvthing else, has led to
the rapid political disillusionment wilh
the Thatcher government. And the fear
of the political consequences for its sur-
vival have led a section of the goverment
itself to be increasingly openly hostile to
full-blooded Thatcherism and have also
led to important retreats by the more
hard-core  Thatcherites  themselves.
Sir Keith Joseph has continued financial
aid to various loss-making nationalised
and private industries  which should.
according to his own crileria, have gone
bankrupt and piled even more workers on
to the unemployment scrapheap.

In addition, the experiences of Thatch-
.er and now Reagan are revealing another
problem with the monctarist aspect of
their strategy — that it is almost bound to
lead to international divisions within the
tanks of the capitalist countries. The
recent cconomic summit at Ottawa found
:ﬂl the_utlher capitalist countries, includ-
ing Britain, putting pressure on Ronald
Reagan to take steps to reduee interest
rates in the USA and so reduce the press-
ure that high American interest rates pile
on their own cconomies. Monetarism has
turned out to be necessarily monetarism
in one country — like Kevnesianism and
protectionism it turns out to be a palicy
which may do something to alleviate
the economic problems of one capitalist
nation but only at the cost of worsening
those of others.

The bold experiment of “Thatcherism’
then has been a failure. So far it looks as
if Reaganomics is not going to fare any
better. What makes it so difficult for the
capitalist class to find a set of policies

Manetorist Friedman
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which can simultaneously solve all of
their problems?

The answer to that problem has two
parts. First of all, it is because as we have
seen, the conditions for the successful
production and * realisation of surplus
value are themselves contradictory. For
this reason no policies will unambiguouns-
Iy benefit all of the capitalist class at the
same time, At a moment of acute crisis,
the reversal of one aspect of economic
disequilibrium may exacerbate another,
As aresult of this the bourgeoisic may be
indecisive and erratic in its policy
choices. And it may also be divided
within itself aceording to where the bal-
ance of self interest of its particular sect-
ions lie, This is.why to break out of the
stalemate the bourgeocisie requires a
strategy which can transcend the special
interests of its various sections. Ewven
when a political leadership appears which
seems to offer this prospect, however,
such as the apparently farsighted, con-
fident and ruthless government of Marg-
aret Thatcher a further problem arises:
can the sirategy be politically implement-
ed within the context of a bourgeois
parliamentary democracy ¥

For Thatcher it appears already that on
this score it has failed, just' as perhaps a2
less radical version of the same policy
failed politically in France with the defeat
of Giscard d'Estaing in 1981, In the
United States, although in some ways
the initial success of the Reagan regime
appears to be greater, the political prob-
lem of the bourgeoisie is constitutionally
greater because of the the greater fre-

guency of national leadership and legis-

lative elections. By the autumn of 1981
Congress was already Iooking to its elect-
arate and beginning to be less cooperal-
ive in the Reagan administration’s almost
daily demands for more Federal budget
culs,

It is this political dilemma that means
that at the present time the danger of
fascism is becoming so great — not in
the sense that there exists any fascist
movements on the brink of taking power,
but because the objective difficulties of
resolying the crisis in a way which satis.
fies the needs of capital and wins elect-
ions can be expected to drive more and
mare of the bourgeoisie towards author-
itarian . non-parliamentary  solutions.
Already in most of the major capitalsit
countries, as well as most of the' back-
ward ones, the crisis is resulting in the
most intense attack on many democratic

rights which has been seen since World
War I1.

Politics and economics cannat be very
satisfactorily predicted. Bul what seems
to be the most probable expectation o
emerge from this analysis is that, as long
45 the bourgenisie maintains the reins of
political ‘power in the major capitalist
countries, their governments will tend to
mave towards the right. Bur that they will
still be forced to- make periodic major
concessions in order to survive politically
in the context of parliamentary demo-
cracy. And thar, alongside these govern:
merts, ulira-right wing movermends will
continue to grow, Major clashes with
workers' organisations can be expected
to continge. But in the immediate future
we de not seen to be heading towards an
apocalyptic and historically decisive clash
which will resolve the present crisis,

It is also predictable that economically
the crisis will not be resolved. Under the
conditions cotlined above, some econo-
mic problems can be expected to worsen
more or less continuously — in particular
unemployment. Others are more likely to
fluctubite, such as inflation and growth.

Economic conflict over exchange rates,
interest rates and tariffs between nations
can be expected to grow, and so can the
extension of credit and debt, both nation-
ally and internationally. All these devel-

-opments present the possibility of cata-

strophic economic events such as the fin-
ancial crashes or protectionist waves of
the 1930s. But despite that real possib-
ility, . the  immediate economic future
holds something less cataclysmiec,
Capitalism is heading neither straight
tovwards the resolution of its crisis on the
terms of the bourgeoisie, nor towards any
final collapse. For some years to come it
seems destined to continue in a state of
deep and unresolved orisis, whose manif-
estation may change again as it has up to
now,
It is perhaps like the ghost of Hamiét's
father:
“"Doomed for a cerfain time to walk
; i the night,
And for the dav confin'd to fast in fires,
Till the foul erimes done in my davs of
nature,
Are burnt and purged away™.
This, hawever, is not a prophecy: it
is a statement of what seems most likely

‘on ! the basis’ of certain assumptions.

There are other possibilities, especially
it one major capitalist country breaks



ranks with the others and attempts a
markedly different road to the resolu-
tion of the ¢risis,

But if the bourgeaisie seems incapable of
carrying through its own radical solution
to the crisis — one which would involve
untold further suffering for humanity —
what are the possibilities of the crisis
being resolved by a radical solution of the
left, by a decisive move in the direction of
socialism?
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20. L. Trotsky, ‘Heport on the World Econom-
e Crisis and the New Tasks of the Cammun-
ist International’, June 23 1921, Third Con-
gress of the Communist Intemational.

21, These guotalions are taken from James
T. Campen and Arthur MacEwan, ‘Crisis,
Contradictions, and Conservative Contro-
versies  In  Contemporssy TS Capltalism®,
typescript 1981

2. Alternative Economic
Strategies in the Labour
Movement

No political leader can hope to gamn any
suppert within the working class without
appearing to offer a strategy to lift the
gtowing burdens imposed by the present
economic crisis.

Many governments have been elected
in recent years in the advanced capitalist
countries pledged to restore economic
growth and the growth of real wages, to
maintain or even improve the social
services, to provide jobs for the unemp-
loved, and carry out a host of other
reforms with important economic conseq-
uences,

And yet virtually all such governments
have abandoned their promises and
ended up culting government spending,
imposing credit squeezes, trying to cur-
tail wages and implementing other
elements of an all too familiar list. In
Britain the Labour governments of
Callaghan and Wilson are perfect exam-
ples of this, But there have been others,
not &l of them claiming to represent the
interests of the working class.

These governments have done nothing
but pave the way for the more thorough-
going and open right wing attacks now
being mounted by Thatcher and Reagan.

Bit the failure of the traditional part-
ies of the working class o offer any
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solution to the crisis and its problems in
practice has had the effect of somewhat
polarising the political discussion of econ-
omic issues within the labour movement.
It has led socialists to present new
schemes to combat the effects of the
crisis in conflict not only with Reagan-
omics and Thatcherism and the like but
also with the bankrupt policies of the fail-
ed leaderships of the major workers'
parties.

That is particularly true of the labour
movement in Britain where the failure
of the traditional reformist leaders in
office has been most graphic. A new set
of policies under the general title of the
Alternative Economic Strategy [(AES)
has been developed by the Trades Union
Congress and politicians and intellectu-
als in the left of the Labour Party. The
AES has heen particulacly associated
with the current of the Labour Party
supporting Tony Benn. But for want of
any coherent alternative and in the light
of their previous failures, the centre and
even some right-wing segments of the
party have had to accept it as well.

In France, too, a similar development
has taken place. There the Socialist Party
as a whole, in alliance with the Commu-
nist Party, has recently come to power on
an electoral programme which promised
something guite similar to the AES. In
France it was not especially the lefi of the
party which advocated the new economic
strategy since the party leaders had never
been in office in the last twenty vears
and the party as a whole, in drawing up
its programme, was obliged to present an
alternative to the disistrous economic
policies of Giscard d'Estaing and Barre.

The main features of the sets of policies
which are commonly emerging in the lab-
our movement as an allernative are ind-
ividually not very new. They consist of
five main themes:

1. The expansion of government
spending in total — usually concentrated
on the extension of public and social
services, job creation schemes of public
works and involving (in the case of
Britain) the reduction of defence expend-
iture;

2. The nationalisation of major sectors
of capital, especially the main commercial
banks (in order to give the government
control over the direction of investment)
and large manufacturing and commer-
cial companies; it is implied that these

nationalisations will be carried out with
compensation, though the level is never
made explicit in advance:

3. The institution of measures of state
economic planning, usvally involving
some  kinds of tripartite agreements
between government planning agencies,
bosses (capitalists or nationalised indus-
try leaders) and labour;

4. The reduction of normal working
hours. In particular the implementation
of the 35 hour week;

3. Various measures aimed at reducing
the vulnerability of the national economy
to outside pressures and influences:
these include contrals on the activities of
multinational corporations. controls on
capital movements, especially foreign
investment by home-based multination-
als, along with wvarious protectionist
measures such as  import  controls,
exchange rate devaluation and so on.

This list is not exhaustive. The way it is
presented above is very much influenced
by the Alternative Economic Strategy
which has been widely canvassed in the
British Labour Party and {rade union
mavement. But the plans of the Mitt-
errand government in France are not so
different. And very closely related polic-
ies are heing advocated on the Ieft
throughout Burope and even in the
United States.

Are these policies a real and practic-
able alternative at the present time?
Will they resolve the crisis and restore
the health of the world economy? Are
they socialist? These and related quest-
ions must be examined very closely in
the labour movement. Yet so far the ale-
ernative strategy and the theorics behind
it have met with a very uncritical recept-
ion.

L'will try to answer some of the press-
ing questions in relation to each of the
main elements of the strategy.

Common to all versions of it is the '
demand for a reversal of cuts in public
expenditure and an expansion of state
spending to end the recession and to
create jobs, as well as o restore and
inprove public services. All of these are
aims which obwiously deserve strong
support.

But on closer examination the palicies
appear much more problematic.  This
partly comes from the fact that it is hased
on & very supetficial analvsis of the
source of the problem. Cuts in public

‘In Britain,..
the failure
of the
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spending made by right wing govern-
ments tend to be attributed to errors or
pure vindictiveness on the part of the cap-
italist class. Advocates of the alternative
strategies often speak as if the present
recessions and cutbacks just  resulted
from the policies of governments such as
those of Thatcher, Giscard or Schmidt.

Of course, their policies have exacer-
bated the problem. But they are not
policies out of the blue. They are a res-
ponse to the decline in profitability which
capitalism has suffered. They are part of
an attempt to rectify the forces which
have produced that decline and start
afresh.

We have seen that the interests of the
capitalists are not simple and unambig-
uous because of the contradictory’ cond-
itions which exist for the production and
realisation of profit (surplus value), For

- this reason some sections of capital still
favour high government spending. And
up until wvery rvecently some  capitalist
governments themselves weee still advo-
cating policies of spending their way out
of the crisis. The fact is, however, these
policies produced other problems  —
inflation, uncontrollable state deficits and
son on — which helped to lead to the
present.  domination  of  monetarism,
supply-side economics and the like.

Too often the advocates of the alter-
native strategy fail even to register that
such problems might exist. The most
ambitious  recent presentation of the
policy published in Britain for example
makes no reference in a book of 125
pages to the fact that any fall has taken
place in the rate of profic, (22)

Traditional  Keynesian  policies  of
spending one's way out of a crisis have
been gbandoned by the leading sections
of the capitalist class at present because
thew did not resolve the problems of the
capitalist class and in some ways made
them worse.

Unless the left knows why such prob-
lems have occured with Kevnesianism
and has & plan to deal with them, then
high'spending policies will lead again to
the same results. And there is good
reason to think that since the profitab-
ilily crisis has continued to deepen, the
contradictions  of  Keynesianism = will
appear more rapidly the next time it is

tried. The next few months in France will

test that possibility.

Muost supporters of the strategy show
little or no awareness of this problem.
Thase wha do can give various answers.
I reply to the fear that more state spend-
ing will be very inflationary, they can
reply that they will control prices, In
theory this is possible, although it implies
that inflation will then take a different
form, that of unsatisfied demands
for goods. To prevent unsatisfied dem-
and being that of the most deserving
consumers, price controls can in theory
be supplemented by rationing. In practice

such a state of affairs has existed in a

number of “'planned socialist economies'”
such as Cuba and Poland, as well as in
wartime capitalist countries. The result is
imvariably  corruption,  profiteering,
black markets on a grand scale — and
bureaucratic inefficiency and injustice.
50, even if these measures were taken,
the result might not be a democratically
planned economy but rather a combin-
ation of an cconomic police state, and
private gangsterism,

A defender of the alternative straiegy
mighl argue insiead that the inflationary
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consequences of more state spending can
b overcome by fingncing the nevw spend-
ing by higher taxes on capital. The most
widely proposed measure of this kind is
the imposition of a wealth tax.

The problem with this, however, is that
wealth taxes are motoriously éasy for the
propertied elasses (o avoid paying, while
other forms of Laxation on capital are virt-
ually ruled out on the seale proposed
because of the fall in profitability which
has taken place, i

Unfortunately, very few of the advo-
cates of the alternalive strategy are pre-
pared to look seriously at the problems
which state spending would produce.
They prefer to treat it as a kind of magic
wand.  Theoretically they don't gel
beyond a very criude form of Kevnesian-
ism which has long been cxposed in

¥ o e -
il -, i,
it arather’
practice as being insufficient to explain
or resolve the economic crisis. And polit-
ically their strategy fails to prepare its
supporters for difficult sitwations which
would arise very guickly if the alternative
sirategy were implemented with vigour.

I would only be possible to begin to
deal with the problems of rising state
expenditure at present by combining it
with other policies which make major
inreads into the rights of capitalist prop-
erty owners and other policies directed
towards mass democratic involvement in
economic life. And that, of course, means
a revolutionary ‘socialist  political strat-
egy, something which most advocates of
the alternative stratcgy are unwilling
ta contemplate.

They do try partly, however, to over-
vome the objections by linking their pol-
icy of state spending to a policy of nation-
alisation of the banks and big industry.
Tl‘!E‘[I'E ate three main problems with this
if it is to be an element in the solution of
the economic erisis in a socialist direct-
iom. Oneis the question of compensation.
If capitalists ‘are ‘faitly’ compensated
for their assets with money or state bonds
then measures of nationalisation do not
imply lessening in the degree of capitalist
exploitation but merely a change in the
way in which the exploitation of the work-
ing class takes place, The state will still
be obliged to raise the surplus value with
which to continue to compensate the cap-
italists, though that would be done indir-
ectly through taxation. Capitalists in the
past have often agreed to nationalisa-

L eE ':F" f‘ el : : ' "
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tions, even of profitable companies, when
they have received adequate compensa-
tion. But to give 'less than ‘adequate
compensation’ implics measures of ‘a
much more revolutionary character than
seems to be contemplated by any of the
advocates of the alternative strategy.

The second problem: associated with
natienalisation is the organisation of ind-
ustries after they have been nationalised.
In the past nationalised industries in
the capitalist countries have been run as
vast centralised bureaucracies in which
theé relations of the workers with their
work and theit employers has been not a
SCTap dlifferenl from in a capitalist-owned
corporation, They have been a form of
state capitalism. Increasingly the tend-
ency has been for governments to insist
that all nationalised industries make a

e expense of those

profit on the same basis as capitalist
companies and this has made them
even mote alien to their workers and the
users of their products.

Mationalisation wouold imply a step
towards a more just and socialist econ-
omy only if it allows really radical steps to
be taken towards replacing  production
for profit with production based on social
need. And that would require not putting
workers” representatives on boards of
management but real workers' and users'
control of the industries and their res-
ources. Again that is a situation far more
radical politically than most of the advo-
cates of the alternative strategy propose.

Again the alternative strategists have
what they present as a partial answer to
this == economic planning. But the kind
of planning they often appear to envisage
i5 a very centralised, bureaucratic affair
in which ordinary workers and consum-
ers could play little part. There are also
major elements of left corporatism in
their strategy in that they want to organ-
ise planning through agreements be-
tween capitalists’ and workers’ and state
representatives” which  will involve a
sacrifice of workers' independence in
order to persuade capitalists to behave
according to the plan.

But in any case it has been proved
many times that capitalists cannot be

28, B.aaronoviteh, The Road
Thatcherism,
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The shorger work week: ‘an importani focure of shugele, but needs to be mpplemented’

forced  to plan in accordance with the
needs of workers and consumers, They
are in business to make profits and will
take any action which they think necess-
ary to sueceed in that. The advocates of
the alternative strategy, however, seem
to'envisage the redl prospect of a planned
mixed economy in which capitalists would
agree to coordinate their inyestment,
pricing and employment decisjons with
the needs of a lefi-wing government.

In practice it is much more likely that
any attempt to implement the alternative
strategy, even with all its limitations,
wonlhd ]:ne: regarded by the capltahsts d45 4
very majer threat to their existence as a
class. Even if they recognised the very
moderate intentions of many of the lead-
ing advodates of the strategy. they would
fear the stimulus which the implement.
ation of the strategy might spark off with:
in the masses. They would not be clam-
ouring 1o make agreements but rather
organising to  undermine and defeat
any progressive policics which the, gov-
ernment seriously tried to implement.

This applies especially to the demand
which many sec as the ‘casiest’ of the
alternative strategies — the propossal for
a 35-hour week which has united the
whole of the Western European trade
unions. Put at it8 crudest the proposal
sdvs that cuthing the working week by
ane-cighth would inerease the number of
jobs by onc-cighth and so get rid of
unemp]n}-munl :

If that's the idea, and assuming no cut
in pay for the shorter hours, then the

rogrm.u] chearly hasn't got a snowball in
hell’s chance as long as capitalism
Temains in its present critical condition .

Some of its advocates realise this and
present it as an alternative to wape
increases, or in combination with wage
cuts, In this form it can become 3 demand
which capitalists might be able to exploit
to their advantage.

50 any demand related to hours, if it is
not be sugar coating on the pill of wage
cuts and speed-up, needs to be presented
very unambiguously, making clear that it
ASSUMEes no compromise on wages and
thiat, because of its anticapitalist content
it needs to be combined with other anti-
capitalist measures to have a chance of
SUCCESS.

Ini such a form the reduction of hours is

an essential part of any socialist prog-
ramme in two senses. First, itis a way of
protecting jobs during a depressiom so
in this sense it is a work-sharing demand.
As such ablanket 35-hour week proposal,
though it can be an important focos of
national and  international ;Im][[.cal
strugele, is insufficient and needs 1o be
supplemented by specific work-sharing
demands in individual workplaces.

Second, demands for reducing work
hours are.an important part of a pro-
eramme which goes beyond the defence
of existing living standards. It is a necess-
ary precondition for the expansion of
leisure and the fuller development of
the human individual which will he poss-
ible in a socialist society,

Thirdly, the alternative strategy is
conceived as one for an elected povemn-
ment in a single country, Insofar as it
lgoks for support ontside the country, it
foresees appealing not to the mass
movement but rather to other govern-
ments, Thizs, oo, socialists must realise,
iz & potentially fatal weakness,

The British advocates of the alternative
strategy tend to be very selective in the
future problems they ‘see. If they on the
whole fail to see the internal economic
contradictions of their strategy and the
dangers 0 it from national capitalist
counter-action, they are on the other
hand ultra-sensitive to threats to it from
abroad.

In many versions of the strategy multi-
national corporations are elevated to the
great villains of the world economy. The
proponents are apt to talk less of the
problems  of capiielist domination of
the economy than of the problems of
foreign capitalist domination. There is a
general bias against foreign capitalist
investment which is not directed against
capitalist investment in general. Quite
the conirary: the home-based capitalists
are often accused of being unpatriotic
by investing overseas instead of at home.

It is, of course, easy to see why the
narrow perspective of a bureaucratically
conceived national government should
regard this as a problem. To the worker,
however, it can hardly be said to matter
whether he or she is exploited by British,
Japanese or American capital. The prob-
lem to workers is not to be able (o exer-

cise control over a limited area of the
world e¢onomy. but rather to have-a
secure source of income and a better life.

The alternative strategy advocates
natioralist strategies not only in relation
to investment, bul also pre-eminently in
relation to trade. They recognise thar ane
of the problems of rising state spending
and economic recovery may be the rapid
growth of imports which they plan to deal
with by import contrals to afford protect-
ion to mational industmies while they
improve their efficiency and  competit-
iverness.

Like their approach to state spending
this aspect of the alternative strategy is
also classically Kewnesian. During the
crisis of the 19305 Keynes was an advo-
cate, not only of Britain spending its
way out of the slump, but also of protect-
ing its wav out of the slump.

Since most of the advocates of the alt-
erpative strategy claim to be socialists,
and since socialists usually claim to be
internationalist. it is not surprising that it
is these nationalistic aspects of the strat-
egy which have come in for most critic-
ism. Their advocates have been more
defensive about them than about other
parts of the strategy. In Britain many of
the supporters of the strategy have stopp-
ed talking about import controls and
thought of wvarious euphemisms: like
“‘planned growth of trade’’, which they
say will benefit other countries.

But for all these mouth-fresheners,
there is something fundamentally foul-
smelling about policies which in the name
of socialism try (o improve the lot of work-
€rs in one country at the expense of those
in gnother.

The basic objection to nationalistic

" protectionist policies, however, is not a

moral one, nor that obwvious fact that they
may be self-defeating because they
provoke retaliation. i is rather that polit-
ically they are suicidal for any socialist
strategy. Any radical ‘anti-capitalist econ-
omic measures in 2 single country will
rovoke not only domestic but internat-
ional retaliation. That is because the cap-
italists are an international class, and
never more so than today.
Socialism which is not conceived inter-
nationally is  both meaningless and
impracticable. Anti-capitalist’ measures

in one country, if they remain isolated
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there, will in the long run be defeated or
converted inte’ measures which are no
langer anti-capitalist: The history of soc-
ialism in one country in the USSR is an
appalling  demonstration of ‘that, The
leaders of that country have for wvears
helped to uphold capitalism and exploita-
tion around the world.

The workers of one country trying (o
impose anti-capitalist measures can only
ask fof the necessary practical support of
the workers of ‘other countries if they
show “that what they are doing 15 not
ponceéived of ‘as pursuing natiopal self-
interest But vather the interest of all the
working class and oppressed and de-
prived people dgainst the exploiters and
the privileged.

3. Elements of a socialist
programme

The insularity and nationalism of the
altermilive ceonomic strategy in the Brit-
ish labour movement and on the left in
the United  States is markediy sironger
thao it has been so far, for example, in
Franee, ;

Mrinetheless, nowhere have the advo-
cales of such a strategy yvet been able to
2din recognilion @ as leaders of a new
mevemen! towards world socialism as a
solution fo the incteasingly devastating
CLOnBMIC erisls,

This resalts from the basic political
difference hetween those who advocate
this siratigy and a strategy which could
genuingly lead wwards world socialism,

First ol all. the alternative strategy is
almitst exclusively conceived as. a strat-
ey tar @ national governsrent.  This
megns it yystematically. underplays the
rle of indepéndent mobilisation of work-
i, o= Umers. WOTTLEDN -i][l'li IJIhEJ‘
sections of the masses around their own
interests. The political role of the masses
is keen nol as o take direct action to
further theit own  interests which any
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left: government - would ‘then do - every-
thing possible to defend. but rather the
opposite — that the masses’ role is to
mobilise only in defence of the actions of
the government, but otherwise to remain
passive and prateful recipients of the
reforms.

Second. the strategy is coneeived of as
one for a government not’ only legally
elected through bourgeois  democracy.
but dlso, once elected, adhering to all the
rules of bourgeois legality on the ass-
umption that evervone ¢lse, including
thase threatened by reforms, will adhere
to all such ritfless But history has shown
aver and over again that, as soon as their
interests are regarded as scriously threat-
ened, the property-owning classes would
have no compunction in abandoning the
rules of bourgenis legality. If the possibil-
ity of reform is not to vanish; as in Ger-
many in 1933 or Chile in 1973, then
any allernative strategy must be backed
by a political mohilisation which challen-
ges the strajtjasker into which bourgeois
patliamentary democracy dims to con-
fine mass politics. New representative
and demeocratic organs of rule will have
tir be bujlc in factories, schools, offices
and neighbourhoods, |

Revolutionary  socialists  should not
decry the use of Parliament to achieve or
reinforce necessary reforms. In fact it is
the most reformist forces who are in fact
most timid in the use of Parliament
because they know that any seriously
legislated anti-capitalist measures
can be enforeed thtough extra-parlia-
mentary mobilisation.

Revolutionary  socialists  advocate  a
much more audacious and cnergefic use
af parliament by parties which claim to
represent the working class, We think it
is very important therefore for any future
Labour or Socialist government to be
equipped with a eoherent programme of
economic measures which it will use its
power as a national government (o imple-
ment. But unlike most of the leading
advocates of the alternative economic

strategy we do tiot see this as being the

exclusive aim and activity of socialists,

Thirdly, the alternative strategy is
conceived as one for an elected govern-
ment in & single country. Insofar as it
looks for support outside the country. it
is niot to the mass movement that it fore-
sees appealing but rather 1o other gov-
erriments. Socialists must realise that this
toois a potentially fatal weakness,

A truly socialist strategy approaches
the problem of how:to confront the erisis
from a different starting point. It does not
say: pin all hopes on the election of a
left parlimentary government. It says thal
the working class here and now faces
massive cconomic problems: what can it
do collectively to resist them?

This means, for example. that it inclu-
des policies within the labour movement
for the  day-o-day struggle o protect
real wapges and defend jobs at the level
of industries, firms and factories, That
will in many cases mean local strikes and
oeeupations supported by solidarity act-
inn elsewhere,

In relation to the declining social
services, (oo, many dctions can be taken,
as in many cases they have been, to
defend threatened services like schools
and hospitals. It must be made as ditficult
as possible for right-wing governments Lo
impose their policies.

Faced with redundancies and layv-offs,
we suppott the sharing out of work avail-
able among the existing workforce in
order to prevent redundancies; and we
oppose any wage cuts which employers
might try tointroduce,

It is abvious from the worsening pos-
ition of women and oppressed racial min-
orities in the advanced coutitties ment-
ioned eatlier, that our programme. to
deal with the crisis must contain many
measures designed to deal with the prob-
lems of these specific groups. We
demand the right to work for women and
for youth and the ending of all discrimin-
ation in employment practices against
women, youth, blacks and gay people.

Of course the fight for an.anti-capitalist
government is alse one in which socialists
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must centrally participate. Just because
the alternative strategy which is now so
popular within the labour movement has
all the limitations which I have tried to
outline, does not mean that socialists
should abstain from the struggle over
the policies of the Libour and Socialist
parties and the trade unions. That is the
position of sectarians.

In Britain, socialists in the Labour
Party must obviously be at the fore-
front of the debate over what policies the
next Labour government should pursue.
There are many policies where we can
and must make common cause with those
who support the alternative  economic
stratégy. For instance, the support of
more government spending to restore
and improve the social services, a pro-
gramme of useful public works to create
jobs for the millions of unemployed,
the reduction of working hours {provided
it is without loss of pay), nationalisa-
tion — though we oppose compensation
to large capitalists and place paramount
importance on the workers” control of
nationalised industries.

We also have to fight to see that the
political needs and consequences of any
anti-capitalist policies are fully realised
and prepared for by the whole labour
movement. If everything is left to repres-
entatives in parliament then it will fail.
Every teform or anti-capitalist measure
taken by a parliamentary government will
need protection by mass mobilisation.

. We must also however fight egainse
two aspects of the strategy. The first is
the tendency to think in terms of bureau-
cratic rather than democratic solutions. A
democratie socialist conception of collect-
ive ownership and economic planning is
as different as could be from present nat-
innalised industries and Stalinist plann-
ing, The second is the alternative strat-
cgy's nationalist character. If its chauvin-
istic measures were introdoced, it could
rapidiy become a right-wing policy and
forfeit any right to support from the inter-
national  labour and  anti-imperialist
nihvement,

¥We must fight for an internationalist
poligy, That means setting ourselves
against protectionism. I means siriving
for more and more contact and consulta-
tion | with ‘the international working
class. - and  anti-imperialist movement
about policies in any one country where
an  anfi-capitalist  government takes
power. It also means building these
contacts before the event. It means plac-
ing the needs of the backward under-
developed countries in the forefront of
our concerns instead of saving, as so
many advocales of the alternative strat-
egy do, that they have to wait for assist-
ance until we have solved our problems.

We must fight for support for the
uneonditional cancellation of the vast
debits of the poor countries to the inter-
national banks and ta imperialist govern:
ments, YWe must demand the ending of
ecotiomic  discrimination | against  the
exparts of the poor comntries. We should
agdvocate 8 massive programme of scon-
omie &id aimed at helping the poor count-
ries. For this aid to be practically useful
we should call for it to be directed
towards governments that take serious
anti-capitalist measures in their own
cauntries and towards national liberation
n_i_qlivcme ntsin the still-appressed nations.

If we as socialists are serious that these
are among our priorities, then we shall be
able to build strong alliances with pro-

Lo place the B
CORCErRg., !
gressive forces representing the oppress-
ed masses of the underdeveloped count-
ries. And that will make the struggle for

sncialig,-m there and also in advanced
countries like Britain an easier one.

A vast amount of the world's product-
Ive resources now lie unused though
everyone is forced to acknowledge that
inmense social needs exist. At the same
time many ‘of the resources which are
being wsed are producing useless or
destrictive things.

The reason that social needs are not
met is not that the resources to meet
them do not exist. It is that the capitalist
system does not make it profitable to use
them to good effect or to use them at ail.

Onee this basic fact is grasped it foll-
ows that it would be practical to organ-
ise the world’s productive resources in
such a way as to make a vastly greater
conttibution to meeting the real needs of
the people — physical and cultural. That
could be done in an economy where res-

v of the backward underdeveloped countries i the forefront of our

ources were distributed not in accordance
with profit or bureaucratic needs but acc-
ording to real popular need.

Simply to say that is not to determine a
strategy. A ‘strategy is a set of policies
which show how in & real, concrete, if
inevitably faltering way it is possible to
set out from where we are on the long
journey to'a true socialist economy based
on-human need.

Such a straregy cannot be regarded as
a magic wand, since the road will ineit-
ably be extremely uneven and difficult
with setbacks and reversals which will
continually demand new policies: if we
succeed in taking positive steps out of the
present crisis along that route we shall
soon be travelling where no-human soc-
iety has been before,

And if we do not, it can only become
more and miore probable that we shall
instead be forced to travel apain the
agonising and perilous route on which
the exploiting classes have forced hum-
ans to travel far too often.
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Capimalist crisis aNnd

socialist alrernaTive, by
Bob Surcliffe

How did the post-war boom change capitalism?

And how is the continuing collapse of that -

boom, over the last decade or so, changing it?
Where is capitalism’s economic crisis taking
the world?

In this study, Bob Sutcliffe sets out to map the
terrain set for the class struggle by economic
reality.

The Establishment economists’ picture of a
‘mixed economy’\with all contradictions
reconciled, all problems outgrown, has
crumbled. Increasingly anyone seriously
seeking to understand the course of the

- economy has to turn to the weapons of Marxist
analysis, to a view of capitalism as a
historically limited system with inherent
contradictions and racked by class struggle.
But many Marxist analyses, Bob Sutcliffe
argues, have constructed abstract and
incomplete theoretical schemes, then
mechanically linked up empirical facts tc those
schemes. This study takes its starting point

from a wide-ranging and well-documented.

survey of the facts of recent developmant,
guided by a Marxist method, but drawing
theoretical conclusions cautiously and in line
with the facts.

It is focused towards political conclusions,
written to avoid jargon, and concludes with a
critique of the ‘Alternative Economic Strategy’
and an outline of a revolutionary socialist
alternative.
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