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with which to discipline the demands of labour and curb inflationary pressures,

then it would be more precise to say that such Committees are in essence the

guardians of 'sound fmance' in an era when money capital becomes de­

commodified. These unelected guardians create accounting technics to control

fiscal and monetary policy. During the first world war, committees of

economists, statisticians and accountants were used primarily to manage the

currency, the allocation of money capital and the rate and distribution of

exchange value in accordance with the needs of the war machine. Of course at

the same time they revealed to capital their latent potential for planning

capitalisms objective decline in its own subjective interest. In other words, the

many persona and institutions assembled by the state increasingly after 1913,

herald the first consistent movements towards 'fiscal planning' as a potential

control mechanism over labour. The universal equivalent was losing its capacity

as an internal control over labour, hence fiscal planning had to achieve the same

outcome by conscious fiat.

In conjunction with the rise of these economic committees, there also arose the

first systematic attempts at physical planning as a method of controlling labour

and the rate and allocation of surplus value extracted from it. The social process

of cost accountancy is vital to the viability of both forms of planning. In this

respect it is no accident that the institutions of accountancy should assimilate

themselves into the class structure in a more marked fashion from WW1 onward.

In fact some have noted how the sudden incorporation of cost accounting

methods by productive capital, represented a move by capitalists to ensure that

accountants could adopt the role of fmancial guardians within production in and

against any line management's resistance to the strict management of short term

valorisation strategies258

258 See P. Armstrong (1984) who identifies the crucial role of the development of cost accounting after
this period as a systematic devise used by the state and capitalists.
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The mobilisation for war; the threat of scarcity of labour and capital; and the

inherent instability of a capitalism without a universal equivalent base in gold,

were all factors advancing the management ofmoney capital in Britain. As was

observed in the last chapter however, the working class were far to militant and

threatening for capital to countenance managing money capital to reflate the

economy long term. One would not have expected finance capital to choose this

period for a Keynesian experiment, and indeed they did not. Once the war ended

so too did finance capital's commitment to fiscal and physical planning, whilst

the threat from labour was still strong, along with the possibilities of an

international role for sterling once again.259 As Howson & Winch note,

The origins of the case for an economic general staff...

can be traced back to the reconstruction movement

(Labourism in statu nascendi) which flourished briefly

toward the end of the war: and its fate during the first

half of the 1920s follows that of the movement generally.

the mood of optimism concerning the possibilities of

economic planning & natural cooperation which prevailed

at the end of the war soon evaporated in the

face of pressures for dismantling war time controls.260

This mood of optimism referred to by Howson & Winch belonged to Labourist

forces. Generated in large part by the practical proof provided by the war

economy that mechanisms of 'planning' existed, which could administer a boom

and, potentially, control labour via institutionalised collective bargaining.

However finance capitalist forces remained unconvinced of Labourism's ability

259 See previous chapter where this is discussed in more detail.
260 S. Howson & D. Winch (1977) op-cit, p7. The bracketed words are mine.
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to contain labour. Their resolve in this matter was also weakened by their

unwillingness to suffer the restrictions on capital flows whilst even the remotest

of chances remained for a re-establishment of international finance markets.

Thus the the First World War may have forced the classes together, however,

once it was at an end, fmance capital felt compelled to call off all movements

towards Labourism. Whittleyism, the heart of the national industrial relations

system, became still born. Whilst the movement towards expansionary fiscal

management was axed.

To be more specific, fiscal planning agencies had proved their worth to capital

and so were to a degree continued. However, continued in order to plot a

deflationary move back to gold. Economic committees, professional

economists and statisticians were welcome at Government level, so long as they

were willing to act as bureaucratic policemen, endorsing balanced budgets and

the discipline of money capital. In this respect one can point to the Geddes

Committee on National Expenditure as in essence the guardians of fmance

capital. Geddes 'axe' was directed at both the working class and an ascendant

Labourist solution to the problem of how to contain the working class. Once the

working class had been politically defeated in 1926 and once British capital

could no longer resist the inevitable fall from gold for the last time in 1931, the

necessary economic and political vacuum had been created and pressures for

expansionary fiscal and physical planning, again began to resound through the

archaic state structures of British capitalism once more (Tomlinson 1990, Booth

& Pack 1986, Howson & Winch 1977).

Finance capital had, by the 1930s, become circumscribed by international

depression and debt, restrictions on capital movements, the mounting pressure at

home from the Labourist forces and the inability to maintain confidence in

sterling as an international depository of abstract labour. Its long term survival
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lay in a new accumulation strategy within the orbit of its ex colonies and

dominions. The new accumulation strategy required finance capital to itself

align with key dominant productive capital's in Britain to create a sterling bloc

which both factions of capital could benefit from.

However such an alignment weakened their hegemonic grip on State policy and

propelled the forces of Labourist intervention domestically too far and too

quickly. It did so for two reasons. Firstly, because one of the bedrocks of

Labourism from the right had been those very same old large and dominant

industries who were now so crucial to the establishment of the sterling era. Too

much of an alignment with this faction would lead to the possible imposition of

strong corporatist policies, advocated by Mond (an industrial leader of

Labourism from the right). This would take Labourism's advance out of the orbit

of finance capitalists control. The danger was that such a move may lead to the

effective negation of the unique institutions British finance capital had erected to

purify its rule through the money form. Secondly, because the potential

regeneration and restructuring of the economy which would result from such an

alignment, implied the movement towards full employment and the possible re­

politicisation of labour. Such a possibility was fraught with danger because it

could lead to the re-politicisation of labour. Therefore, despite all such logical

reasons for finance capital to accept the Labourist compromise in the 1930s, it

stubbornly refused to do so. One result was that the potential value accruing

benefits of the sterling era were never fully actualised until after the post war

settlement (Coakely & Harris, 1983). Another result was the Mond-Turner

conference,261 the Liberal Party dash towards economic intervention between

the classes, and the move by 'left wing' Labourites such as Mosley to steer the

261 National Conference in 1927 set up by the TUC and employers associations such as the FBI. Its
project was to establish the basis of a future Labourist compromise after the neutralisation of syndicalism.



269

Labour Party towards corporatism, all failed. The context of their failure being

the latent, but as yet unrealised, acquiescence of finance capital.

Understanding the above contradictions, then, helps one to illuminate the real

importance of Keynesianism. Long misinterpreted by Marxists, and long since a

central feature in the adulteration of Marxist theory, Keynesianism developed on

the basis of the new alignment of use and exchange and extended the tendency

towards the management of money, to its logical conclusion within capitalism.

Many have, quite correctly, argued that textbook Keynesianism was never

applied to the British economy in any systematic fashio~62 . Indeed still others

have argued persuasively, that even the ad-hoc Keynesianism which was

eventually put into practice after 1940 was never a fundamental causal factor in

the eventual post war economic boom. The boom was, to a large extent,

sustained by private investment; public investment did play a part, but not nearly

as great a part as the commonsense view suggests. One does not have to look

too far to fmd the major impetus for private capital investment after 1945: the

reduction of the organic composition of capital, coupled with a favourable

international export market. If this is the case, and there is little reason to doubt

it, then one can conclude that the importance of Keynesianism has little to do

with any practical ability to resolve the contradictions of capital. Rather its

central importance was two-fold; on the one hand, it had immense ideological

importance (pilling, 1986), offering the appearance of a coherent 'rational'

economic alternative to 'sound money and free markets'. One the other hand, in

emphasising the importance of monetary and fiscal policy in moves to regulate

the failing law of value, it offered finance capital ideal (monetary) instruments

through which it could continue to chart the pace, scope and nature of its own

necessary containment. For example, the inevitable constraints on money

262 See, form example, A Caimcross, in R. F10ud& D. McCloskey (edt) (1981), The Economic History of
Britain Since 1700, vol2, CUP
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capital movements; political control of interest and exchange rates; creation of

state credit through the distribution of surplus value; and the use of credit for

social needs largely unrelated to valorisation for capital, could at least be

controlled, monitored or even blocked by fmance capitalists interests via the

institutional triad of Treasury-Bank of England-City of London.

The epoch was one of conflict between planning and the decline of the law of

value, therefore the issue of planning could not be ignored by fmance capital.

They were compelled by events to adopt some stance to Labourism. In this

sense, they naturally turned to Keynesianism. If any planning was envisaged in

Britain, no matter how undemocratic and apparently strong on safeguards against

the working class, it was in fmance capital's interests to ensure the eventual

development of a 'planning' through the manipulation of national money

(Keynesianism), over and above any notions of physical planning. It is in this

sense that the demand management project through fiscal planning at the heart of

Keynesianism held some potential to cement the ground of the realignment

between capital and labour in such a way as to allow finance capital to continue

its hegemony.

Keynes and Keynesianism were the policy broker between the right wing

elements of Labourism and finance capital. In this sense it is simply misplaced

loyalty, expressed by the Labour movement, to see Keynes and his fellow

travellers do battle for the unemployed. His task was to see capitalism survive

without giving to much ground to labour in the inevitable realignment between

use and exchange value. In his General Theory of Interest & Money (1936)

Keynes made it clear that the sphere of valorisation should be impinged upon as

little as possible. The States job was to facilitate the process of exchange value

expansion, whilst taking care of the provision of use value and social needs. For

Keynesians, individualism is the basis of the capitalist market system, for
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Marxists it is abstract labour, the expansion of the value form and so capital that

forms the basis of capitalism. In this sense Keynes had a soothing message for

capitalists:

..the traditional advantages of individualism will still

hold good.....individualism, if it can be purged of its defects

and its abuses, is the safeguard of personal liberty in the sense

that, compared with any other system, it greatly widens the

field for the exercise of personal choice. It is also the best

safeguard of the variety of life, which emerges precisely

from this field of extended choice, and the loss of which is

the greatest of all the losses of the homogeneous or totalitarian

state....Whilst, therefore, the enlargement of the functions of

government...would seem to a nineteenth-century publicist

or to a contemporary American financier to be a terrific

encroachment on individualism, I defend it, on the contrary,

both as the only practical means of avoiding the destruction

of the existing economic forms in their entirety and as the

condition of the successful functioning of individual

initiative.OZeynes, 1936,p380)

This statement and others made by Keynes in the General Theory, which suggest

the need to 'liquidate the rentier', have long since become infamous. They

allowed forces on the left and on the right the convenience of a 'principled

divide'. However the divide is only apparent. Keynes's digressions about

'liquidating the rentier class' were little more than rhetoric. They never

developed much further than another piece of related rhetoric, the 'socialisation

of investment'; which again sounded radical, but remained frrmly within the

realms of ideological propaganda. In practice his words eventually manifested as
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a simple commitment to adjust fiscal and monetary instruments according to the

logic of national class collaboration and against the imperative of international

valorisation. Such phrases are also rhetoric because they were completely at

odds with Keynes's own class interests, which manifested themselves clearly

over the fight for the sterling area during the Bretton Woods Conference in 1944.

Salvaging a role for sterling was hardly the practice of someone committed to the

destruction of circulation biased capital. Eliminating rentier capital sunk to the

same illogical depths as Proudon's declaration that one can have socialism and

retain money capital. Skidelsky's claim that the emergence of Keynesianism

meant 'henceforth the producers state would be the goal; and fmance the enemy',

overstated the divide and, arguably, said more about the needs of social

democracy to create a sharp divide within capital between 'industrial and 'rentier'

around which the working class could be divided. This had the effect of

disguising the essential contradiction between capital and labour and so laying

further social barriers to block the development of a working class for itself. The

most one could say about Keynes and Keynesianism, is that he/it wished to

create instruments in and through which the State could, frrstly, ensure

circulation capital met the minimum requirements of production capital; and

secondly, encouraged more money capital to become converted into fixed capital

formation than otherwise would have occurred.263 All this, of course, meant

certain restrictions on money capital, but certainly not the liquidation of its long

established institutional representatives in the City. Keynesianism, therefore,

although an implicit danger to fmance capital in the 1930s (because the

Keynesian institutions, once erected, could well be operated in favour of labour),

was also a necessary condition for its long term survival.

263 Of course by the 1970s it had become obvious to many that this had become untenable to finance
capital, due to the fact that it had lead to increased labour militancy and the breakdown ofvalue regulation
implied by spiralling inflation. In this decade Keynesianism really was 'swinging the tiger by the tail' .
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Keynes was quite blunt about the reactionary clamour for a re-alignment of

sterling to gold: it was a 'barbarous relic' of the the century, bringing deflation

and ruin to British capitalism (pilling, 1986, p54). As Keynes observed in the

General Theory;

under the system of domestic laissez-faire and an international

gold standard...there was no means open to a government

whereby to mitigate economic distress at home except through

the competitive struggle for markets. For all measures helpful

to a state of chronic or intermittent under-employment were

ruled out, except measures to improve the balance of trade

on income account.

The problem, as Keynes was quick to point out, was that the latter option usually

meant deflation, unemployment and reduced fixed capital formation, as a result

of the two classes coming to loggerheads over who was to pay the price of

British capital's inability to exploit British labour power efficiently. Keynes

pointed out two important manifestations of the problem confronting capital

which Labourism must address if it was to seize the political initiative: firstly,

capitalists did not have the confidence in profit rates to invest nor the ability to

do the next obvious thing - reduce the absolute wage bill by tackling the working

class head on; secondly, his theory of liquidity preference, revealed that

speculative transactions motives (primarily finance capital's) hindered previously

accumulated idle capital from being converted into future investment capital. As

a result, the system was in danger of sinking into chronic stagnation. The stand

off between capital and labour, meant that savings no longer equated with

investment, no matter what the interest rate. Finance capital ensured that capital

savings were increasingly re-routed towards speculation or else hoarded. The

Keynesian solution was to reroute this capital and use it to underwrite use value
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provisions and capital subsidies. Keynesianism placed emphasis on increasing

consumption regardless of the extent of short term valorisation patterns. Thus

Keynes embraced the concept of managing national money. The State, then,

had to take responsibility for the injection of a fiscal stimulus to the economy.

The State could control and administer a decommodified sterling to generate

national economic activity on the basis of the direct provision of use value needs.

Additionally, the inflationary bias implied, would boost nominal wages, whilst

depressing real wages; boost capital investment by stimulating demand; and

(most importantly for finance capital) allow, via the Treasury's control of fiscal

and monetary planning, finance capital to maintain overall control of the

declining capitalist system.

Such was the promise of Keynesianism. The essence of control lay in the

potential to manipulate the relationship between use and exchange value; if the

State erred on the side of use value and need (due to working class pressure),

then the discipline of exchange value could be used. Thus there were many

ways this control could be applied. For example, if full employment tipped the

balance of class forces in favour of labour, who, on the basis of this, successfully

advanced commitments to the public provision of health, education, greater

levels of social welfare..etc, then fiscal spending reductions could be imposed to

reduce demand and so employment. This could, then, diffuse the strength of

labour and alter the balance of class forces in favour of capital once again. The

outcome is that use value is brought back under the controlling orbit of exchange

value. Likewise, if Governments, particularly those fronted by the Labour Party,

became reluctant to deflate and hence slow the rate of growth down, due to the

pressure exerted by their organic link with the working class, then a financial

'strike', or a run on sterling, would soon bring discipline back to the Labourist

system. Whether Keynes envisaged his General Theory would be manipulated

in such a way is beside the point, what is the point is that Keynesianism only
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makes sense if used this way. In point of fact, Keynes was very sensitive to the

need for deflationary policy when unemployment went below as much as

5%.264

Newton has a point when arguing that much of the extensive research on the

Treasury/Keynesian debate has degenerated into 'what one clerk said to another'

and informs one of very little beyond 'the unsurprising fact that some Treasury

officials were Keynesian whilst others may not have been'. Of real importance,

he correctly reflects, is the answer to questions such as, why Keynesianism was

eventually accepted as the principles of sound government? An answer which

can only be found, he contends, by unearthing the social forces underlying the

surface debate. The argument here has been that the underlying social forces

are the breakdown of commodity production which left a seizure between

exchange and use value, reflecting a seizure between the classes, which in turn,

had retarded the development of productive forces, causing mass unemployment

and stagnation. On the one side, the 'Treasury view' (finance capitalist in

essence) initially sought the discipline of exchange value and unemployment as a

method of controlling labour, whilst the Keynesian view sought are-alignment

of exchange value and use value, with the latter bureaucratically dominant.

The eventual conversion of the Treasury to Keynesianism reflects a compromise

- the realignment could be controlled by the money form via capital's control of

fiscal planning. Looked at in these terms one can read the contemporary

Treasury debates with Keynes and his followers in fascination. The traditional

view that Keynes remained an outcast until a rapid conversion of the Treasury

view during war time, is now cast in some doubt. The more realistic appraisal

264 According to one source, in 1937, Keynes advised the Treasury to cut back on public spending to
reduce aggregate demand in order to counteract inflation, at a time when unemployment was still at 10%. ­
hardly the sign of 'socialist' leanings, by anyones description - see Peter Clarke, (1988), The Keynesian
Revoltion in the Making -1924-26, p316, Clarendon Press Oxford.
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appears to suggest one of gradual acceptance by the Treasury, throughout the

1930s, as to the rationality of what Keynes had to say for capital. As Clarke

observes, 'There is now a fair measure of agreement that the Treasury had

become more open minded in what it was prepared to consider'.265

The Treasury, for its part, began to realise very quickly both the advantages in

Keynesianism and its dangers. The latter resolved itself to this: fmance capital

remained unconfident about the prospects of controlling a working class fully

employed and in a strong economic position (implied by a Keynesian

regeneration of the economy). The danger was that the struggle over any

deflation, which may, under given circumstances, be thought appropriate by

capital, would erupt into open class warfare, as it had done in 1918-19. The

split within Conservative Party ranks over the issue of 'planning or the market',

gives one some insight into how seriously the era was for capital. It seems

logical that they should remain suspicious of Keynesianism, believing, as they

must have, that for all its potential, it would lead to physical planning, which

could lead to notions of communism. The exchange between Keynes and the

Treasury during the 1930s suggests that, on the point of fiscal planning, the

latter had increasingly acceded ground. What was still required was some form

of institutional containment of labour, upon which Keynesian monetary controls

could be effectively overlaid.

The stumbling block, then, so far as fmance capital was concerned, was that

Keynesian fiscal planning was a necessary but not a sufficient condition for

securing their continued control over a declining social relationship. This was

the major divide in the Conservative ranks between the 'planners' and the 'free

marketeers. Finance capital is the abstract form of capital. The persona

involved are capitalists in general and not of any particular location. They

265 Peter Clarke (1988), ibid, p318.
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become the conscious regulators of the system in general and, hence, are that

much more aware than most capitalists of the real contradictions within the

system during anyone period or epoch.266 Keynes had little understanding of

the profound aspect of capitalism in decline. He may have thought capitalism

merely to have 'stalled due to engine trouble'. However, the more observant

members of fmance capital, were aware that its 'combustion chamber' had

cracked beyond repair and would suffer chronic overheating without a more

comprehensive form of control over the working class. It is this stark and

important fact which held them back from implementing Keynesianism in a

systematic and strategic form during the 1930s.

In retrospect by the late 1930s and early 1940s we know that the Keynesian

orthodoxy had won over Labourist forces and the Treasury. This victory was to

such an extent that continued talk of balanced budgets was looked on as the

eccentric utterances of nineteenth century idealogues trapped in the modem

world. All pro capitalist forces (in public at least) were committed to demand

management, deficit budgeting, full employment and a new upswing in capital

accumulation. One must conclude, given this sudden acceptance of a

Keynesianism strategy and programme, that an additional mechanism for

controlling labour had gained the favour of capitalists. The White Paper on

Employment Policy (1944), embodies the spirit of the conversion to

Keynesianism.

The Government accepts as one of their primary aims

and responsibilities the maintenance of a high and stable

level of employment after the war..Total expenditure on

goods and services must be prevented from falling to a

266 See Hillel Ticktin's analysis of abstract capital's potential for conscious action across the system of
capitalism as a whole, in Critique No 16-17.
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level where general unemployment appears.267

As Pilling observes:

Not only did post war Governments in this and other

declarations publicly pledge themselves to a policy of

full employment, but they now had available a state

budget which was much larger than before the war.268

As mentioned in the introduction to this chapter, the influence of Stalinism in

forging a hegemonic bloc between left and right Labourists and fmance capital,

is arguably the crucial extra control mechanism spoken of. This claim will be

taken up and exlained in the final section. Before doing so we complete the

investigation into the movement from tendency to actuality of the central tenets

of Labourism, by observing the evolutionary trend towards the

decommodification of labour.

6.5 The De-Commodification ofLabour: from Tendency to Actuality

The unwillingness to advance towards the strategic implementation of

Keynesianism, which characterised the 1930s, blocked the development toward

the decommodification of labour supply which is inherent in the principles of

national social insurance provision, social welfarism and policies of full

employment. This era has been characterised as schitzophrenic with regard to

movements toward the development of the social wage - national social benefit

267 Extract taken from Pilling (1986), p48, op-cit.
268 G. Pilling (1986), ibid, p48.
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and welfare - which decommodified labour, in the sense that it guaranteed to

labour basic needs, outwith the necessity that it first valorises for capital in order

to socially reproduce itself. The stalemate within pro capitalist forces over the

issue of adopting fiscal and physical planning is essentially the reason why

related parts to Labourism such as a national social insurance scheme and full

employment policy (national decommodification of labour supply) never

emerged in the 1930s.

For example, unemployment rose to a peak of 3 million by 1933 only dipping

slightly in 1937, before once more rising just before the sudden drive toward

rearmament in 1938.269 Labourist forces had persistently revealed themselves,

throughout the better part of the thirties, unable to advance a policy of anything

near full employment provision. In fact, as regards this Labourist tendency,

little had changed from the days of the post World War One capitalist offensive

against the working class. Even though the political battle with labour had been

won by finance capitalists by the late 1920s, unemployment remained at just as

high a level in the thirties as it had been in the twenties, in fact even higher:

approximately 17.5% as opposed to approximately 14% of the insured

population respectively.

Obviously there is the late nineteen twenties/early nineteen thirties world

recession on unemployment, reducing domestic demand and foreign exports, to

take into account. Yet the recession cannot explain fully why high structural

levels of unemployment remained a fact of life throughout the thirties, even

when world trade had improved. Of course, its structural nature implies the

persistent unwillingness to invest capital on a sufficient scale, despite the policy

of cheap available loans established after the fall from gold. The cause of this

unwillingness lay in the fact that capitalism was losing the power of its own

269 D Winch (1983), op-cit, p49.
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control mechanism over labour power - commodity fetishism - and had not yet

forged another. During the stalemate the obdurant rule of finance capital ensured

that capital in general had to rely on systemic unemployment to control labour

and keep it politically atomised. Thus an overarching emphasis on the formal

subsumption of labour relative to real subsumption, coupled with a large reserve

army, became crucial to class containment in the post universal equivalent world

of the 1930s. However, pressure from Labourists mounted during this time did

secure a social wage under the administration of capital - born out of a fear of

labour not philanthropic concern. This, then, is the background to the

developments in the decommodification of labour supply which will be

concidered from a more theoretical point of view below.

The stagnation and hence high unemployment orchestrated by finance capitalists

throughout most of the thirties, was both bolstered and endorsed by the States

policy towards the status of the unemployed. Social insurance provision found

increasing acceptance into the system, as the amended Poor Law (1834) became

increasingly outmoded. Outmoded on the basis that the poor law operated for a

capitalism in its prime, with a functioning labour market complete with frictional

unemployed and little structural unemployment. In this situation the amended

Poor Law served a capitalism at the peak of its exploitative powers very well;

disciplining the reserve army of labour, and those in work, with the choice of

valorising for capital or the workhouse. In an era when capitalism was in visible

stagnation; when even the labour movements demands to be exploited fell on

deaf ears (involuntary unemployment), the poor law's threat of the workhouse

and its minuscule provision of sustenance, became an outmoded abhorrence.

Not surprisingly, the Poor Law was the subject of persistent attacks from the

working class. As Campbell (1981, p103) explains;

Reliance on the poor Law as the sole means used by the state
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to deal with the unemployed came under challenge in the 1880s.

In February 1886, major rioting broke out as a result of the

severe unemployment in London...In March of the same year

the President of the Local Government Board allowed local

authorities to provide relief work for the 'exceptional' unemployed

outside of the Poor Law administration. This policy was later

formalised in the Unemployed Workman's Act 1905,

which allowed local authorities to set up 'Distress Committees'

to provide relief work, but not financial assistance alone.

Following hard on the heals of these reforms, pressure mounted for capital to

compromise itself by instigating the provision of a national social wage. 270

From Beveridge's 1909 Report to the 1934 Unemployment Act, this urgency can

be clearly detected. It is a social wage in the sense that it is the slow guarantor

of material existence and reproduction outwith the confmes of first valorising for

capital. The stronger that the forces of Labourism exert themselves, the more a

clear distinction between wages for valorisation and the social wage develops.

When it is in decline, capitalism cannot do without this development. Yet it must

also resist it because it decommodifies labour supply and creates the potential

for greater working class collective resistence to capital. This is why, before the

1940s, the commitment to commodity fetishism, not to Labourism, still

provided, for the most part, capital's rationale. For example, even the supposedly

more radical proposals of the Fabian inspired 'Minority Report' of the 1905

Royal Commission on unemployment, was careful not to transgress the

commodity status of labour. They may well have noted the fact that the Poor

Law was 'intellectually bankrupt' in its handling of the unemployed. However,

the Minority Reports pleading for a Ministry of Labour with a remit to provide

270 See P. Gregg (1967), The Welfare State, (George G Harrap & Co ltd), for a concise history of social
insurance provision before and after the 1930s.
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little more than the national organisation of retraining (workfare) and State

assistance for trade union subscribed insurance, was far removed from the

eventual decommodification of labour, sanctioned by the Social Insurance Act of

1943. If any proof were still required of the reactionary anti-working class

nature of Fabian socialism, one need look no further than the Webb's

pronouncement to the Royal Commission that, to provide labour with

unconditional unemployment benefit and social provision, would 'constitute a

grave error,.271 In the context of working class hostilities towards capital which

reached their culmination in the mid 1920s, British rulers required little

encouragement on this score from their left wing lieutenants. However, the

political defeat of labour in the late 1920s, provided the British ruling class with

some breathing space to implement some of the demand for a gradual deepening

of unemployment relief, which had been proggressively forced on them by

Labourist's. The demand became unassailable after sterlings demise from the

universal equivalent. Thus the years between 1932-38 witnessed an overall rise

in social insurance payments to the unemployed and more widespread

entitlement to a social wage.

In addition to this, the tendency to allow the insurance fund to accrue a deficit

became a permanent fixture. Nevertheless, inspite of capitalisms stagnation and

despite the advances made along the path of decommodifying labour supply and

substantiating the national provision of a social wage, Britain's National

Government continued to treat unemployment as necessary, that is, as a 'healthy'

reserve army of labour. For example, the Beveridge philosophy (by all accounts

the architect of capital's pragmatic response to the impulses towards labour

decommodification) throughout the 1930s, remained unambiguous on the matter:

271 Specifically, see Maurice Bruce, (1968), The Coming ofthe Welfare State, p206-207. This book
provides a thorough chronology of the development of the welfare state. Unfortunately it suffers from being
ahistoric - misunderstanding the relationship between the development of welfare and the genesis of capital
through its peak and decline.



283

labour was a commodity the same as any other and the unemployed were a

natural reserve army. Beveridge adhered strictly to the view that unemployment

benefit in its essence should not steer too far from its role as a fund derived from

wages and used to collectivise the risk of frictional, cyclical and structural

unemployment of the commodity labour power.

Obviously such an ideology went only so far in its description of the reality of a

declining capitalism. The stand off situation between capital and labour, meant

that (as referred to earlier), fmance capital had orchestrated a policy of

controlling labour over and above long term fixed capital investment (witness the

superficial Bank of England 'governance' of strategic investment during the early

to mid 1930s). The stand off meant structural long term unemployment. Because

of this the Treasury was forced to succumb to labour and acquire debt to keep

the growing social insurance fund afloat. The grudging acquisition of such a debt

was not so much a product of the philanthropic concerns of Fabians or

Beveridge, or even finance capital, but a product of the need to offset the

militancy of the unemployed and to keep them atomised from the employed.

Testimony to the potential power of disruption the organised unemployed were

capable of generating was 1934 Unemployment Act, the punitive effects of

which were weakened by the combined resistance of employed and unemployed.

The Act created the Unemployment Assistance Board (DAB) which instigated a

transformation of the standard of insurance payments. Broadly, the old

regionally based payments, which in many areas had experienced real gains in

benefit during the depression due to worker militancy, were to be replaced by a

single nation wide scale of payments. It was hoped the move would lower the

total level of insurance, by forcing down those rates that had drifted higher in

some regions to the lower averages of other regions. However, 'when it became

apparent that this would involve cuts in many areas, the anger of both



284

unemployed and employed workers was intense and demonstrative'. Workers,

joined by a popular front of MPs, Clerics, local authorities and the CPGB (who,

unfortunately, were able to police the militancy) won a largely defensive victory.

'Within a month the Government backed down, suspending the implementation

of the new scales for two years'. 272

Labourist forces were of course keen to establish and control unemployment

benefit and other manifestations of the developing social wage (eg, State

provision of housing, education, health care..etc) because they served the interest

of a stagnant productive capital too. Apart from keeping capital's wage bill

down, the emerging social wage also weakened still further the organic

connection between the rank and file worker and their trade unions, which had

already received irreparable damage after the sell out by trade union leaders

during the General Strike (Trotsky, 1973; Bevan, 1952). Originally unions had

been the sole providers of welfare for the working class. A portion of members

subscriptions were given over toward an unemployment wage fund. A tradition

which had the effect of ensuring a more wage militant workforce and a union

more directly responsive to its members. The gradual provision of state welfare

undermined this militancy and pulled union bureaucracies away from the organic

influence of workers and towards the corruptive influence of Labourist forces,

the state and its capitalist paymasters.273

This last point provides a measure of the degree of importance disinvestment and

structural unemployment had been as a ruling class containment strategy.

Despite the benefits of a national insurance scheme in weakening the organic link

between labour and unions and taking the wage strain from productive capital,

272 See J. Hinton (1983), op-cit, p151-2.
273 On this point and others concerned with the dynamic between worker union and the emergence of

social welfare provision, the reader is refered to Noel Whiteside, Social Welfare & Industrial Relations, in, C.
J. Wrigley (1987),A History ofBritish Industrial Relations, vo12, 1914-39, Harvester Press.
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the slow evolution towards national provision of a social wage was fiercely

resisted by the ruling class. The 1920s and 30s provided a choice between

breaking decisively the organic link between worker and union, which leads

inexorably to the decommodification of labour; or unemployment of capital and

labour. As the lived experience of 'the decade of depression' testifies, frnance

dominated British capital steadfastly resisted the decommodification of labour

inherent in the move to place on a national footing universal unemployment

benefit and social welfarism. Stagnation and unemployment, in the context of

social insecurity, was to remain the safety net for declining capitalism.

The resistance to the mounting Labourist cry for a social welfare system was to

last 10 years after coming off the gold standard. That is 10 years after the

material circumstances for its realisation came into existence. As above

argued, frnance capital could not countenance a move of this nature because

unemployment on the scale witnessed during the 1930s was their only method of

controlling those in work. To decommodify labour in this situation would

undermine control. This is yet another confirmation of the character of an era

which sacrifices profit for control over labour.

The reason why unemployment became the primary strategy number one was, in

turn, due to the fact that capital could not countenance a move towards

Keynesian inspired fiscal planning, which is at the heart of social welfarism and

was also making its impact felt on the State as the ultimate guardian of frnance

capital's interests. Again, the reason for resistance to Keynesianism (which in

essence is the political economy of managing corrupted forms of national money

capital in the era of capital's decline) is predicated upon the fact that it may

further in pushing for physical planning. The danger of this is that it may in turn

lead to the inevitable calls from the labour movement itself for physical planning

to become worker self management. Thus social welfarism furthered capital's
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control over labour, but the pnce was decommodifying labour supply and

potentially laying the door open to aspirations for workers control. Hence the

profound hesitation characteristic of the era.

Despite such hesitations there remained no real long term future in control of the

working class through stagnation and slump economics. Therefore the move

towards some form of welfare state was a necessary one, but one the ruling class

felt unable to meet without a more substantive control over labour. Social

welfarism (decommodification of labour) combined with Keynesianism

(nationalisation of the money form) were powerful forces in the promotion of use

value and need and demotion of strict adherence to exchange value. This was a

move which would undoubtably repoliticise the labour movement; at a time when

international accumulation (the traditional escape route) had been effectively cut

off from British finance capitalists - the dangers of this were obvious. In such

circumstances finance capital was truly boxed in to a comer throughout the

1930s, having no desire to take on the working class in anything approaching full

employment conditions, which the movement to social welfarism implied.

As a result most of the 1930s remained an era of stalemate: finance capital

allowing just enough investment capital to filter through the City-Treasury-Bank

of England network to fend off a complete regression in the forces of production.

Labourist forces may have had much to do with forcing these institutions to set

up closer ties with industrial capital (eg, the Securities Management Trust, SMT;

the Bankers Industrial Development Company, BIDCo, both of which where

established by the Bank of England). Nevertheless the fusion remained guarded

and weak, lacking in any real commitment to the massive increases in fixed

capital investment required to end the slump. As one specialist on the subject

explains, with the introduction of the SMT and BIDCo;
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..it looked as though the City might be on the brink of a new

era in the finance of British industry. In the event these

agencies proved not to be the engines of rationalisation

through a great array of industries; their principle task

was rather to oversee the unwinding of commitments into

which the Bank had ventured, or into which it was about to

be driven by political pressures. There were ..many appeals

for help, much advice was given, and much education of

industrialists was attempted by a paternalistic Bank, but

little emerged in the way of firm schemes of substance.274

The vascilations of finance capital were matched by those of the National

Government. The National Government administered just enough social welfare

to maintain the divide between employed and unemployed and manipulate/foster

the growing bureaucratisation of trade unions.

This stalemate became a fixture of the 1930s and to contemporaries involved at

State level, it was to prove to be a fixture for many decades to come ( Howson

1977; Clarke, 1990). With the benefit of hindsight the period has been analysed

uncritically as that 'period of transition' towards the new enlightenment of

Keynesianism, guided by the moral suasion of the 'New Jerusalemers', post 1940.

To historians enjoying the vantage of such hindsight, the transitory appearance

(if not the nature) of the epoch may be clearly discerned. However for many of

those actually embroiled in the class struggle of the 1930s, a long term stagnation

of social relations and forces of production in order to arrest capitalisms decline

seemed the only real option. Of course we now know that within a matter of

years, during the early part of the 1940s, there occurred a dramatic vault face.

274
Bank of England biography, p546-547.
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Capitalism eventually committing itself to full employment; Keynesian fiscal

planning; Labourite physical planning; and a social welfare network.

This about turn of capital is perhaps, never more starkly revealed than in

Beveridge's philosophical reversal concerning social welfare reform. In 1909

Beveridge275 the Liberal deemed with 'inventing' the social welfare state, was

adamant that, although unemployment was a mounting problem which capitalists

denied the existence of only at their peril, it was still in large part a natural

function of the market system that one could, therefore, do little to remedy

beyond some minimal State social insurance provision which should never

transgress the laws of the labour market. As William & Williams (1987) point

out, in this period, and for much of the 1920s and 30s, Beveridge held to a

classical commodity view of labour power; ie, it was either being valorised

and/or held in 'stock' as a 'reserve army'. The only problem Beveridge was

willing to publically recognise, lay in the fact that the forces of supply and

demand in the labour market were more often than not in need of stimulation - if '

it was to keep the 'reserve' at a minimum:

In the Marxist concept of the 'reserve army of labour', the

reserve was seen as a necessary and irremediable feature

of capitalism. In Beveridge's concept of the 'reserve army'

it was argued that the size of the reserve could be very

much reduced to an 'irreducible minimum' through

improvements in industrial organisation.276

To facilitate better industrial organisation, Beveridge envisaged the wide

dispersal of 'labour exchanges'. Their systematic use by capital and labour

275 See his Unemployment A Problem ofIndustry,
276 Karel Williams & John Williams (1987),A Beveridge Reader, p104, Allen & Unwin.
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would, apprantly, cut down frictional unemployment

demand in the 'labour market' adjust more efficiently.

insurance benefit would be administered.

and allow supply and

Alongside this, limited

However by 1943, as the introduction of the Social Insurance Act bears witness,

there had been a transformation in Beveridge's conceptualisation of employment

and welfare, which reflected the changing attitudes of his class towards

Labourism. For example, in Beveridge's work, Full Employment in a Free

Society (1944), the decommodification of labour supply, given the statute of law

in the 1943 Act, was bolstered by the belief that the social need to be employed

should take precedent over profitability. Definite confirmation, if any were

needed that the coming 'post war settlement' was to be founded upon a

realignment between use and exchange value.

As Beveridge, the new convert to Labourism, explains, society must guarantee

that demand for labour is always greater than supply, due to the fact that:

A person who has difficulty in buying the labour that he wants

suffers inconvenience or reduction in profits. (Whereas) a person

who cannot sell his labour is in effect told that he is of no use.

The first causes annoyance or loss. The other is a personal

catastrophe.277

So the expansion of capital takes secondary place to the right to work; anything

less is nothing short of a personal catastrophe. What was before seen as an iron

law of nature, now becomes a social misdemeanour capitalism is now willing to

reform out of existence. But why this sudden transformation? The reason for

277 W. Beveridge (1944), Full Employment in a Free Society, p18-19 (bracketed word and words
emphaisised are mine).
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the vault-face must be a profound one, because alongside this commitment to

labour, the sanctity of money capital was to be sacrificed on the alter of demand

management, state intervention and a commitment to full employment. As

Beveridge again explains, three rules of national finance were to be recognised

and inscribed in the new settlement:

The first rule is that total outlay at all times must be sufficient

for full employment. This is a categorical imperative taking

precedence over all other rules, and overriding them if they

are in conflict with it. The second rule is that...outlay should

be directed by regard to social priorities. The third rule is that,

subject to the first and second rule, it is better to provide the

means of outlay by taxing not borrowing.278

For Beveridge, then, the important issues were full employment and social

welfare. Profitability, markets and balanced budgets were very much secondary

considerations. As Beveridge goes on to stress, the third criteria (balanced

budgets) 'is of an altogether minor order of importance'. In fact the 'transition

period' after the war required Governments to plan a national debt for the

foreseeable future - at least 'twenty years', to ensure provision of education,

health..etc. Beveridge's procrastinations on social welfarism reflected impulses

from the same phenomenal force from which caim the simultaneous acceptance

after 1940 of Keynesian orthodoxy and (within the site of valorisation) industrial

welfarism; namely, a willingness to realign use and exchange value in favour of

the former.

So why the dramatic about turn? Put more precisely concretely, what conditions

or guarantees had been met regarding the containment and political atomisation

278 W. Beveridge (1944), ibid, p147 (my emphasis).
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of the working class? For clearly such a transformation would not have taken

place unless finance capitalists were convinced that a viable form of containment

had been established. As argued in the introduction to this present chapter, such

an about turn, especially the extent and deepness of it, cannot be answered solely

by the spirit of the so called 'New Jerusalem', which had swept over a Nation

embroiled in imperialist world war. Up until this point it had been intimated that

the vital key to the transformation, was the forging of a political hegemony

around the ideology of 'planning' by Labourist forces.

The ideological and practical effects of Stalinism in controlling the working

class, was fundamental in shaping a Labourist political hegemony. A hegemony

which gained the acceptance (if grudgingly and fleetingly) by finance capital. In

conjunction with the fiscal instruments of Keynesianism, which allowed finance

capital to direct national money in the interests of self preservation (see above),

the practical and ideological influence of Stalinism proved to be potent, if

ultimately contradictory, as the all important additional method of control over

labour. Taken together, Keynesianism and Stalinism allowed the realignment

between exchange and use value, so vital to renewed accumulation (see above),

to occur without too great a fear of re-politicising labour. The battle for a

Labourist political hegemony to initiate the planning of capital's decline, raged

throughout the late 1920s and 30s. The politcal battle intertwined with the

tendencies of Labourism outlined here: accelerating them and/or retarding their

development as the balance of class forces changed. The key issue around

which hegemonic battle manifested became, as mentioned, the problem of

'planning' declining capitalism. To this end the problem of the logic of

'planning' per-se initially takes central place in the thoughts of capitalists. This is

soon followed by the problem of an appropriate ideology to endorse 'planning'

and contain the classes (primarily labour). To this end first the strategy of

Fascism was pursued and then eventually rejected, before Stalinism became
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accepted as the natural gelling agent for a fragmenting capitalist system in need

of regeneration.

Taken as a whole, therefore, (and this point will form the basis of the next

section) the eventual post war compromise which actualised the tendencies of

Labourism into a system of containment of labour, is predicated upon the

existence of Stalinism. In this respect the post war settlement is in no way shape

or form evidence of the advancement of the working class. Rather it is settled

firmly on the basis contructed out of the political defeat of the working class. A

culmination of the defeat, not just of the 1926 General Strike, but, more

fundamentally, the defeat inflicted by the degeneration of the Russian revolution

which had occurred so rapidly after October 1917. It was also predicated on the

failure of other European revolutionary movements which followed in the wake

of the Bolshevik Revolution. Stalinism was the price of that failure, to be paid

for in full by the global working class. The form that this 'payback' took in

Britain, it will be argued below, was capital's search to secure a politcal

hegemony around the issue of 'planning'.

6.6 Planning for Labourism: The Role OfFascism and Stalinism

The realisation of systemic Labourism is crucially dependent on a viable

ideology of 'planning' the decline in the law of value. Specifically, 'planning' had

to be politically contextualised in such a way as to ensure that little democratic

rights in, or over, production would/could trickle down to the working class. It

is the contradiction surrounding the movement towards planning declining

capitalism without it being a simultaneous movement towards socialist planning

- which informs the character of movement and debate within capita1. It also
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forms the basis for the growing acceptance of Stalinistplanning ideology and the

ultimate failure/rejection of Fascist/Corporatist planning ideology. The fall

from gold and the role Stalinism played in depoliticising planning, became the

fulcrum around which the other dimensions of Labourism actualised (eg,

decommodification of labour supply, management versus labour relations, the

management of national money). The drift from a universal equivalent and the

institutions of Stalinism, together, not only allowed the decommodification of

labour, but also labour's bureaucratic atomisation; and not only the

decommodification of money capital, but also its bureaucratic regulation. These

acts of decommodificationset the basis of the Labourist era.

Finance capital had a choice between two broadly based movements towards

'planning', each reflecting the preferences of right and left wing elements of

labourism: one driven by Fascism; the other by Stalinism respectively. As both

these social phenomena have an intimate connection - to crush labour

collectivities and atomise working class forces - there were inevitably

movements of individuals and groups of right and left wing Labourists who

moved from one of these modes of worker oppression and exploitation to the

other. Indeed this was certainly the case in so far as a conversion from Fascism

to the endorsements ( if indirect) of 'socialist planning' was concerned. For

example, an influential minority in the Tory Party during the 1930's, which

included Harold MacMillan, John Buchan and Oliver Stanley amongst others,

were favourably disposed to the Fascist extra-parliamentary alternative

advocated by Mosley. The lack of faith in Fascism lead to their sudden

conversion to Keynesianism and a detectable softening towards the notion of

'socialist planning', as endorsed by the middle ground of the Labour Party. It was

a planning which increasingly bore the hallmarks of Stalinism. Likewise, Bevan

and Strachey amongst others in the Labour Party ranks, endorsed the essence of
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Mosley's Nationalist/Commonwealth economic programme. whilst giving it that

vital 'socialist' twist to aid proletarian consumption.279

Nevertheless, despite this cross fertilisation, and the essential unity of Fascism

and Stalinism over the issue of controlling labour, there remained distinct

solutions and ideological banners around which right wing Labourists and left

wing Labourists could rally (below I address firstly, how the right wing (namely

Liberals and Tories) grappled with the problem of planning and why the Fascist

alternative failed. After which analysis shifts to how and why Stalinism provided

the basis for left Labourism's eventual political hegemonic victory).

6.7 Right Wing Labourism & The Problem ofPlanning

The first substantial initiative in the planning movement was The Liberal

reformist document - The Yellow Book (1928). The political programme

contained in the book was the outcome of long debate between a cross sections

of liberal reformists from Keynes, to Lloyd George. In the classless language of

the reformist liberal, the choice confronting a declining capitalism was no longer

simply reducible to the choice between 'Individualism' and 'Socialism' (ie labour

versus capitalism). In the 'modern age', the argument ran, this represented a

distorted, and indeed an obsolete, image of the issue, based on a picture of the

financial and industrial world of England as it was fifty or more years ago. For

the Liberals 'Change has been going on at a great rate...it is only the ideas of the

Conservatives and Socialists which remain where they where'. According to

279 See, for example, R. Skidelsky's account of the intermingling of support between Tory, Labour and
Liberal politicians and spokesmen for Mosely's political and economic programme; Oswald Mosely, (1975),
p22l-262, Papermac. Essentially it was the same programme before and after Mosley entered the political
fray publicly as a Fascist with his creation - the British Union of Fascists.
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Liberal (wishfull) thinking, class struggle between capital and labour had

brought society to a state of stagnation, but was no longer the central issue.

Class warfare was now a thing of the past. A new task lay before society; 'one

of guiding existing tendencies into (the) right direction and getting the best of all

worlds, harmonising individual liberty with the general good, and personal

initiativewith a common plan,.280

In class parlance, the Liberal reformers felt themselves to be free from the fear of

a politically organised working class. Also their political acumen had been

sharpened by the battle Labourist forces, of which they were a part, had had to

wage with finance capital over the gold standard and economic orthodoxy

throughout the 1920s. Finally, they sensed a political vacuum within the stagnant

capitalist social relations of Britain. They were swept along by the full force of

the air of legitimacy fast gaining ground for a re-alignment of class forces that the

breakdown of commodity relations brought forth. The boldness of the 'common

plan', which they set out in the Yellow Book, expressed the full force of a

Labourist containment strategy over labour and capital, and reflected a new

found confidence that capitalism was ripe for change.

This right wing 'blue print' sought to remove many of the shackles exchange

value had exerted over the provision of use values and need. The bureaucratic

regulation of exchange value was to be the basis of their rule over society.

Proposals were made concerning market regulation. The essence of which was

to implement the rule of the plan over the rule of value relations in the interests

of preserving the overall rule of capital. The Liberal gambit was large,

addressing every sphere of society. for example, with respect to the

organisation of the large joint stock companies, which dominated surplus value

extraction in Britain, these were to be subject to greater public regulation, a wide

280 Britains Industrial Future, the Yellow Book, (1928), p63.
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ranging public scrutiny of their auditing and accounting procedures, and rigorous

control of their monopoly practices This was a direct assault on the dominance of

finance capital on two counts. Firstly, the control they exerted within the large

productive capital ( their stringent control auditing via fmancial management)

would be undermined. Secondly, the control fmance capital exerted outside the

productive capital, within the City, for example, would be seriously undermined,

mainly because control of monopoly practices meant blocking high price/low

quantity strategies and the culture of short termism with regard to investment.

To compound this attack on finance capital direct control of capital markets were

envisaged. Specifically, investment was to be orchestrated by state sponsored

public bodies which would have the power to issue bonds and take control of

fmance capital expenditure deemed to be of 'national importance'. Finally, a

rationalisation programme to dispel the problems of over-capacity, over­

production and lack of mass production technique, would be effected.

In total these measures, if enacted, would deal a serious blow to fmance capital.

The Liberals had not of course forgotten the main agenda of the day: controlling

the working class. Therefore, in the field of 'industrial relations', a new worker

management compromise and the creation of institutional structures appropriate

to the compromise, was deemed absolutely vital in order to suppress any

occurence of the massive waves of discontent that had been common practice

during the 1920s. To this end the extension of the Whitley Committees and

Trade Boards, which had lain dormant since 1919, were to be revamped in order

to oversee the regulation of the 'wage contract'. These institutions were to be

buttressed by compulsory Works Councils at the point of valorisation, and a

Council of Industry at the national level, answerable to a more powerful

Ministry ofLabour and, ultimately, Parliament. This institutional network was

to serve as an effective bureaucratic atomisation of labour, suppressing any

collective threat from workers. Worker compliance with the new rules of
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valorisation, on the other hand, was to be encouraged by securing a larger share

from the potential spoils born of the intensification of their own exploitation. A

share in surplus value (profit sharing schemes) was to be developed ill

conjunction with a commitment that labour power would not systematically fall

below its value (the guarantee of fixed floor wage rates).

As for the problem of unemployment, this was to be drastically reduced through

the implementation of a massive public expenditure campaign on road and

housing construction; in combination with a public reorganisation and partial

nationalisation of areas of the economy such as the mines. All of this was to be

orchestrated by a Committee ofNational Development. Finally, there was to be

the provision of more substantial pensions and social insurance arrangements.

The latter was an important element in decommodifying workers and

recollectivising them on the basis of abstract collective 'consumer groups'. All

in all, then, the Liberal programme represented the first systematic political

expression of the new realignment of use and exchange value, amidst the

breakdown of the commodityform of production and exchange.

Right wing Labourists within the Tory ranks were never far behind this lead

given to bolster ailing capitalism and so join the ranks of an ascending

hegemonic bloc to contain labour and finance capital. The Conservative

document Industry and the State which appeared in 1927, penned by Harold

MacMillan and Robert Boothby et al, was yet another outline of a strategy which

strove to contain finance capital and labour. Their stated task, as with the

Liberals, was to 'plead for a middle course between socialism and laissez-faire in

an attempt to define a 'national interest' ,281

281 Booth & Pack, (1985), op-cit, p56. Skidelsky (1975), op-cit, p224.
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Tory Labourists, had ideas essentially similar to the Liberals: to effect an orderly

retreat of the weakening rule of value relations and take control of use value and

need provision. The one major difference was that unlike Liberals they were

more concerned with colluding with the requirements of fmance capital. In this

respect the right wing Labourist, closer to the hegemonic power of fmance

capital, had a more circumspect and cautious attitude to the realignment of use

and exchange value. As a result the Tory faction were compelled to intiailly plot

a course wherein equal ontological status was to be given to use and exchange

value motives of production. Effectively, their early commitment to 'balancing

the budget' determined that massive public investment schemes were out of the

question.

Because the use of the public sector to stimulate accumulation was deemed to be

out of the question, Tory Labourists were more explicit in their adoption of the

ideology of 'industrial self management' to achieve the same goal. It was of

course made clear that 'self-management' was to be restricted to 'capitalist self

management' and, therefore, to the right of leading capitalists in each industry to

fix cartel arrangements, liquidate inefficient plants, rationalise commodity

production and administer the rate of output and prices to be charged. In effect it

was a kind of capitalist version of guild socialism. Booth & Pack comment that

the 'progressive Conservative opinion had great faith in the ability of business

men to conduct their own affairs and, by extension, the industrial life of the

whole nation'.282

Why the Conservatives should have this apparent confidence in business, when

clearly the reason for their document in the first place was to arrest the

degeneration wrought by business, is passed over in silence by Booth and Pack.

In the context of the argument here, however, it is little wonder that 'industrial

282 Booth & Pack, (1985), op-cit, p57.
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self management' of this kind should gain voice in the Tory ranks. Not least

because it fitted in very well with the parasitic manoeuvrings of fmance capital

within industry. The ideology of self-management could be used as a smoke

screen beyond which the very real process of monopoly price fixing, asset

stripping and under investment, could continue unabridged. Indeed, during this

period, in the environment created by the Bank of England's failed

'rationalisation' programme and supposed forging of greater relations between

'fmance and industry',283 fmance capital was able to do just this.

Macmillan personifies the attempt by Tory Labourists to persuade finance capital

of right wing Labourists ability to administer the decline of capitalism in Britain

successfully. He was favourably disposed to the views of Keynes ( a member

of the Liberal Summer School which produced the Liberal Yellow Book). He

was also prime orchestrator of Tory reform movements heading in the direction

of the Labourist settlement. The onset of the economic slump in 1929 and the

eventual fall from gold in 1931, propelled the issue of planning to centre stage.

With the substantive ground of capital set adrift, rapid movements in the political

sphere pulled the right wing of Labourism (mostly Tories) towards the

Corporatism of Mosley and weakened their commitment to Parliamentary

democracy. Thus there was a movement away from the orbit of fmance capital

as reflected in the 'Treasury view' (sound money, free markets and balanced

budgets) Macmillan, for example, was heavily influenced by Mosley's Fascist

doctrine, which emphasised the establishment of economic and political planning

institutions outwith Parliament to oversee a reorientation of industry towards the

home market and the Commonwealth and away from other foreign trade (Booth

& Pack, 1986). On the other hand, and this is why he is such a good

personification of the transitionary and pragmatic nature of the era, he draws

back from Mosley's emphasis on underconsumption as the major reason for

283 See the MacMillan Report., 1931. See also S Tolliday in Elbaum and Lazonick (1986), op-cit.
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stagnation. The re-distributive implications for his class meant that such an

endorsement would isolate him from any influence upon 'Treasury orthodoxy'.

No doubt with an eye to orthodoxy, Macmillan was careful to stress that over

production was the problem to be solved, hence rationalisation, output restriction

and price fixing was to be the remedy, not redistribution of surplus value. A

conclusion which fmance capital would be happy to endorse.

During the early to mid 1930s, with the recognition that the demise of the

universal equivalent was to be a permanent fixture, the 'planners' of the

Labourist movement became ever more forceful. The view that the stagnation

of capitalism was more than a temporary aberration and in fact signalled the need

for a 'transition' towards another mode of 'economic regulation', became an ever

more common sentiment amongst Labourists. Harold Macmillan expresses the

general sentiments of the right wing Labourist faction. In 1933 he came to this

conclusion:

Ifwe can assume that Britain will escape the catastrophe of

war or civil disturbance, then it is probable that when the

history of the present period comes to be written, it will be

seen as a hiatus between the old economic system and the

new. It is a period which cannot yet be dignified by the

name transition. For to visualise a transition it is necessary

to see more or less clearly both the beginning and the end of

the process. The history of events has made us familiar

with the framework of the system which we are leaving

behind. Unfortunately there is no such clarity about our

destination....The great need of the moment is not only for

a policy of action to deal with a pressing situation, but for

a new theory of social and economic organisation which will
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facilitate the evolution towards a new economic system

suitable to change the circumstances of the modem world.284

Breaking this down into class language, the anxiety of the capitalist class is clear.

Firstly, one notes how internal civil disorder (against capital) is viewed of equal

importance to the catastrophe of world war. Macmillan puts the matter bluntly

for capitalism: if capitalism cannot arrest its decay by securing some other means

of control over labour (in 'political speak', 'a new theory of social and economic

organisation'), then civil unrest will result. As Macmillan later warns,

'Revolutionary movements can only grow with the development of a

revolutionary situation'. As yet, he argued, this did not exist, due to the 'buffers

which have wisely been created between the worker and destitution' (the

tendency towards systemic Labourism). As MacMillan was at pains to point

out, however, unless capitalism in Britain could overcome its short sighted

pragmatism and evolve towards a new system, a revolution might well have to be

faced.

Macmillan, although he misses the essence of the problem, is well aware of its

presence and at least profers a tentative solution. In this he is representative of

productive capital rather than finance capital, who betray a greater recognition of

the essence of the problem and so are very reluctant to endorse interventions of

any kind. MacMillan, amplifying the interests of productive capitalists)need to

generate surplus value, exemplifies the central tenets of their argument. The free

market system had past its sell by date: the productive powers it had unleashed

had eventually lead to world over production and national rivalry based on tariffs

quotas and subsidies. These factors had set in motion a world deflationary

trend, which in tum had forced capitalists to attack the working classes of the

284H. MacMillan (1931), Reconstruction: A Plea For National Policy, pl.



302

industrialised nations. The inability (especially pronounced in Britain) to

successfully reduce labour costs and assert control over labour, had lead capital's

disengagement with labour and subsequently, falling investment, unemployment

and output - in a word, stagnation. The 'solution', echoed faithfully by

MacMillan, was a transition to a 'planned economy', and not yet more doses of

the same poison - 'free market'.

In this respect the 1932 World Economic Conference - arranged expressly to

rehabilitate a 'free market system' around a new world universal equivalent - as

far as MacMillan was concerned, simply ignored the essential problem and dealt

only with the effects. The conference was positive, argued MacMillan, in only

one thing: its clear demonstration of the impossibility of 'putting back the clock'.

MacMillan might well have been addressing the finance capitalist operating out

of the major boardrooms of industry and finance and determining the bulk of

policy adopted in the Treasury-Bank of England-City nexus, when proclaiming;

The conference is now ended. It has failed in its purpose.

And it is vitally necessary that the failure should be

recognised and proclaimed. For while there remains a

lingering hope that everything will come right of its own

accord, or any basis for the belief that a return to the old

system is possible, as a result of the passing of resolutions

or the signing of conventions, no definite, determined and

realistic plan of action will be adopted....(p 11, ibid)

.....The reply which must be made to those who dream of a

return to the old days and rebel against any suggestion of

organisation - of controL.. is simply that the world has

changed, and that such a return is technically, politically

and economically impossible (p16, ibid).
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Macmillan, appeared to be informing finance capitalists, in no uncertain terms,

that there was no international escape clause and no way of putting off, for very

much longer, a realignment of classes in Britain. As far as Macmillan was

concerned, tariff reductions, price policies and debt modifications, were merely

policies which dealt with the effects of a deeper malaise which could only be

resolved by a concerted movement towards 'economic and social planning' on a

national scale. The failure of the World Economic Conference simply

confirmed that the abolishment of a substantive ground for a universal

equivalent form of abstract labour in September 1931 was no short term flash in

the pan, but rather the beginning of a new epoch. A new epoch in the sense that

the real decline of commodity fetishism and the subsequent emergence of

Labourist tendencies of control, which began in the late nineteenth century, now

received, with the movement away from gold, their substantive confirmation.

For in essence, as has been emphasised above, Labourism's substantive ground

can only come into being by abolishing capital's substantive ground. It is only

then that a new alignment of use and exchange value can be attempted. It is this

new alignment which is at the heart of Macmillan's and his supporters urge to

'plan' the capitalist system.

Planning, for the Tory Labourist required 'central direction' capable of

determining the supply needed to satisfy an aggregate demand. The method of

achieving this was in essence, if not form, very similar to the undemocratic mode

of administration known as 'planning' in the Soviet Union. This is hardly a

surprise, as the goal is the same: bureaucratic control of use values and social

needs. MacMillan explains,

The method of achieving it (the 'plan') over the whole range

of the commodities is through the integration of industry
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and the intelligent (read - non-working class) direction of

production by a central authority for each industry guaranteed

against redundancy, duplication and disorderly competition

by the grant of monopoly powers in return for the acceptance

of certain social responsibilities. (P24).

One should not preoccupy ourselves with the idea that this was a blue print for

'capitalist syndicalism'. Clearly, for the centralised authorities in each industry

to maintain and regulate the flow of capital, labour and materials, would require

that they in turn form a central authority at the level of the State. In

fundamentals they were at one with left Labourists on this issue. The difference

between the two was one of form not content. Left Labourism, drawing more

heavily on Stalinist ideological forms, the right drawing more on Fascist

ideology. The content however, was the same: top down bureaucratic control

over labour power, production, distribution and exchange. The main problem

was that both Stalinism and Fascism were, intially, repugnant to finance capital.

Both forms of control over labour would necessitate not only serious restriction

on the circulation of money capital, but would take the comption of money

capital too far. As argued earlier however, conditions were not of fmance

capital's choosing. They may have been repulsed by ideologies of 'planning', but

in practice they knew that some form of it must come into being.

Initially they sided with the right wing of Labourism. Its emphasis on over

production as opposed to underconsumption, and the subsequent need for

'rationalisation' were acceptable to financial interests. Mainly because they

offered the type of accumulation with the most potential benefits: stable profits

and a slump to contain the threat of labour. In so far as this was emphasised by

right wing Labourism, finance capitalists were naturally drawn to their solution.

However, as a long term solution it had no credit without a supporting ideology.
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Fascism could, perhaps, have provided the political hegemony for this long term

solution, yet its political economy rested upon economic regeneration and an

emphasis on the problem of underconsumption, which, if acted upon, would lead

to more redistribution of surplus value than was safe to be granted.

Hence the situation became compromised; right Labourists had a workable

political economy, but no political hegemonic ideology, through which it could

placate left Labourism (who had to sell the political economy to the working

class). Fascism, on the other hand, could provide a potential political hegemonic

ideology. However one problem was that Fascism was irrevocably tied to a

political economy of large scale long term reinvestment, linked to a radical

redistribution of surplus value. A series of links finance capital was very

reluctant to consider. There was another more fundamental reason why finance

capital had to reject Fascist ideology: the British labour movement was still

strong enough not to submit to it, while the middle class, possibly due to this

fact, was too weakly organised to foster Fascism's growth. Therefore, while the

rights political economy could be grudgingly accepted by the ruling class of

Britain, its flirtation with Fascism could not. Under the banner of Fascism a

political economy of planning capitalism set left Labourism against the system

and possibly lead to the reinvigoration of the working class. Finance capital in

its rejection of Fascism gave the clearest of indications that Fascism would not

contain the working class movement in Britain, but would prove highly restrictive

to the movement of capital. Fascism, then, was no solution, it was simply a

double bind. The reality of the period was that if finance capital was to be

contained of necessity to ensure long term survival, then Labourism must

guarantee control of the working class. Fascism could never achieve this in

Britain and so finance capital remained aloof from it during the 1930s.



306

This is the one important reason why Mosley and his co-partners attracted only

the fringes of the finance capitalist class and had to be content with a ground

swell of lower middle class and lumpen proletarian support. As Benewick

declared, the British Union of Fascist (BUF) I presence was marginal to the

mainstream of British politics,285.

Fascism was virtually ignored by the organised labour movement and received

only very weak endorsement amongst its more traditional supporters in the ranks

of the middle class. Most of the little support it was able to muster, came from

the lower middle class, clerical workers, shop keepers, small traders..etc.286

Membership peaked at around 50,000 in 1934 and plummeted to 5,000 a year

later, before making a slight recovery in 1936-7 to around 16,000. Electorally it

was a complete failure (ibid, p234). The BUF received no financial support from

the ruling class. It had to be content with internal subscriptions such as they

were, and donations from William Morris the industrialist and Mussolini.287

The fact that the Mosleyites had latched on to Hobson's theory of

underconsumptionism sealed Fascisms fate on British soil, so far as an alliance

with finance capital was concerned. As mentioned, from underconsumptionism

spring the politics of redistributing ruling class profits to workers and the

nationalisation of 'sacred' financial institutions. Fascism also meant the

movement away from British Parliamentary democracy, the very capitalist

institution which had, for more than two centuries, served to enshrine the

Treasury-Bank of England-City nexus of financial capital control ever more

deeply into the social fabric. For paramount reasons such as these, Fascists

proved incapable of securing the faith of finance capital.

285 R. Benewick, Direct Action And Democratic Politics, in Benewick & Smith (edt) (1972), pSI. Also
A. Thorpe (1992), Britain in the 1930s, p50-58.
286J. Stevenson & C. Cook (1994, 2nd edt), Britain in the Depression, p236-7, Longman.
287J. Stevenson & C Cook, ibid, p217-240; also see Skide1sky, (1975), op-cit.
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The national Governments success in holding together for a decade, is testimony,

amongst other things, to the centrist position fiancne capital had been forced to

adopt as it manoeuvered from one faction of Labourism to another. This fact

also has some bearing as to why Fascism did not gain ground in Britain. The

National Government, for its survival, had to act as a constraining conservative

force on the polarisation and eventual splintering of the main political Party's

during this era of transition. The main effect of such a conservative force was to

reinforce traditional voting patterns and alliances amongst workers and the

middle class. The result was that 'The National Government provided a bulwark

for (the middle class) against communism and in doing so condemned the BUF

to a relatively minor role' (Stevenson & Cook, op-cit, p238-239).

Right wing Labourists who had flirted with Fascism had to move fast in

distancing themselves from it. Macmillan's credentials as the personification of

right wing Labourism are further enhanced when one notes how rapid his

response was in distancing himself and Tory/Liberal reformers from the Moseley

faction. The Mosley phenomenon had alienated both fmance capital and left

elements of Labourism whom the right were attempting to co-opt. Macmillan's

movement away from Fascist influence, was very much guided by the need to

offer something for both fmance capital and left Labourism. In this respect

Macmillan's 1935 document - The Middle Way - was a significant breakthrough

in the goal to unite both Labourist factions and fmance capitalists in pursuit of a

long term solution to capitalist decline.

In the Middle Way MacMillan stresses a recommitment to Parliament as a

sovereign dictator of any future advance towards Labourism. Such a

commitment was a positive move so far as the interests of fmance capital were

concerned. Parliament was a crucial linchpin in securing finance capitalist

hegemony. Through it, fmance capital enhanced its control over fiscal and
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monetary policy. It also acted as the forum through which the overall direction

and scope of a Labourist system could be developed and controlled. The

reconversion to the sovereignty of Parliament made MacMillan's subsequent

volte face on the subject of the economic problem -conversion from over

production to underconsumption - easier for finance capital to accept. The

acceptability of the underconsumption argument was further enhanced, when

right wing Labourism rejected Hobson's version of underconsumptionist

problems and accepted Keynes's version of the underconsumption doctrine. It

was a version characteristically weak on physical planning and strong on fiscal

planning solutions. The emphasis on fiscal planning was, to recap, more

favourable because it could provide finance capital with the tools to control the

economy and weaken any resolve to over embelish any controls on the flow of

capital.

The ground for compromise, then, appeared to be solidifying. Simultaneously

the acceptance of underconsumptionism, and therefore the need for capital

investment, was effective in building a bridge with left Labourism; particularly

the group revolving around Atlee, Durbin and Gaitskill. Nevertheless, despite

the progress made towards creating a political economy around which finance

capital and left Labourites could unite, the essential problem - the lack of a

political ideology to cement it - still remained. So long as this problem

remained, it would block any re-accumulation strategy from developing.

Devoid of the necessary political ideology, fmance capital could see only the

advance of the working class and the degeneration of the law of value. A

degeneration it may, or may not, have been able to control using Keynesianism.

Therefore, despite its potential for allowing some form of control of use value

and needs, through money forms of control, right wing Labourism's middle way,

failed to gain full acceptance. Any middle way under the given conditions was

treated with much suspicion, by those within the inner circle of fmance
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capitalists, who held court within the Bank of England, the Treasury and the City

(Booth & Pack, 1985). Something was missing for finance capital and that

'something' was a guarantee that the working class would remain depoliticised

under the rubric of 'planning'. Left Labourism provided such a guarantee via its

insidious relationship with Stalinism.

6.8 The Role ofLeft Labourism

While the battle from the right wing of Labourism was slowly gaining ground,

left wing Labourism was pushing its own brand of 'planning': one which had

more than an echo of ;state socialism from above'. For inspiration it drew

heavily upon Stalinism in the Soviet Union. Of course left wing Labourism,

represented organisationally by the Labour Party and TUC, were never slow to

castigate the USSR for its blatant repression. For example, the TUC under the

leadership of Walter Citrine and Ernest Bevin were particularly vitriolic in their

denunciations of the Stalinist systems excesses during the purges (Jones 1984).

The Labour Party for its part, adamantly refused affiliation rights to the CPGB

(Evan Durbin, 1985; Mark Jenkins, 1979). Nevertheless, as many have

indicated,288 one cannot equate the Labour Party's and the TUC's denunciation

of communists operating in Britain and specific practices of Stalinism in the

Soviet Union with rejection carte blanche of all things Stalinist. Nothing in

point of fact could be further from the truth. Stalinismwas an inspiration to left

Labourites throughout the 1930s. In fact if one thing united a disparate official

Labour movement in the 1930s it was an adherence and commitment to defend

what Earnest Bevin called, despite his earlier reservations, 'that superhuman

288
For example, B. Jones (1977).
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effort to rebuild a state on socialist lines,289 which Stalinism supposedly

represented.

By any criteria of measurement, the Communist Party of Great Britain (CPGB)

remained on the periphery of political power, in fact the organisation was almost

as isolated as the Fascist Party. In what way, then, can it be argued that Stalinist

influence was the vital factor in Labourism's rise to political power after 1940?

Putting the question another way; on what basis does the influence of Stalinism

rest? The argument below suggests that the resting point was so deeply

embedded that even the Stalin-Hitler Pact could do little fundamental to disturb

it. Stalinism's often implicit, but, nevertheless, all pervading influence, originates

from two sources, which the left of Labourism (and eventually the right) found

irresistible. Firstly, Stalinism had rejected (reluctantly) the law of value (and so

markets) as controller of labour and regulator of production. Secondly, Stalinism

was living proof of the ability to maintain control over labour, whilst projecting

an image of socialist progress through notions of a common 'plan'.

It is this promise of Stalinism that gave hope to the belief that a realignment of

use and exchange value in the context of a declining capitalism, could be

successfully implemented. Labourism, particularly its left wing, with their

traditional gloss of democratic socialism from 'above', was intimately related

with Stalinist ideology and practice. Despite denunciations of Stalin, the Soviet

Union and the CPGB, which on occasion mayor may not have been principled,

the rational core of Stalinism became a natural ally to left Labourism. It was an

ally in the Labourist quest to rule the labour movement on the basis of the

bureaucratic regulation of use value and need in the public sector; and,

simultaneously, an ally in bolstering the rule of capital in the ailing value creating

sector, via state subsidies and regulation.

289 A. Bullock, ( ), The Life and Times ofErnest Bevin, p507.
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Most of the denunciation directed at Stalinism was centred on the systematically

overt use of repression. The repression was absolutely necessary to the Soviet

system, aiding and abetting its political economy of atomisation of the working

class in an attempt to control the surplus product in the interests of the continued

rule of an elite. As Ticktin reveals, atomisation exudes from the core of the

Soviet system. The elimination of the law of value with the dissolution of the

NEP, without at the same time evolving democratic institutions, meant the

system lacked any organic social link between individuals: it had no effective

mode of production. However, this omission becomes the essence of its rule

over labour, due to the fact that all units in this bureaucratised 'community' ­

individuals, enterprises, regional planning agencies - become isolated by the

requirements of their own self preservation. The negative disruptive effect on

the division of labour and production, however, also enforced a direct

dependency on individuals. This contradiction between essential atomisation,

but the need for community which can only be given expression through direct

dependency, becomes the basis on which the laws of motion of the soviet system

evolve. The ruling elite who live off the surplus, attemped to control the

contradiction set in motion by the above and thus maintain their privileges. The

KGB enforced and consolidated the rule of the elite through terror and

repression. The political atomisation which followed prevented challenges to the

system. It also added to the contradictions of the system, in the sense that the

more atomisation occured, the deeper the fragmentation of the division of labour,

production and distribution became. Although able to control political revolts, in

effect the system did not control the economy and labour power, so much as rest

upon its fault lines. The end result was a system out of control with a growing

divide between actual use values produced and consumed and potential use

values (Ticktin, ibid, p130_164).290

290 See H. Ticktin (1992), Origins ofthe Crisis in the USSR, particularlyp130-164, Sharpe.
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Labourism did not require anywhere near the level of repression meted out in the

USSR to control the working class of Britain - which, crucially, is one reason

why left Labourism could be quite free with its condemnation of the USSR on

this issue. Repression of the Soviet order was not required because, although

weak, the commodity fetishism of the market place was still adequate enough, to

control labour, if supplemented by bueaucratic atomisation. Labourism, then, is

not entranced by Stalinism in total, but only certain essential elements of its

'rational core'. Of primarily interest surrounds the legitimacy the Soviet political

economy granted, by its very existence, to the project of bureaucratically

controlling use values and need and selling this to the working class as 'socialism

in one country'. Left Labourism was so much under the sway of Stalinism over

this issue, that those who would critique the waste and destruction wrought by

the sham of 'planning' in the USSR, and bemoan 'too much' the misery of the

oppressive conditions, were almost completely ignored by the left in Britain.291

Political requirements compelled the left to accept the official figures of 'growth

and efficiency' at face value, as 'proof of the success of 'socialist planning in one

country'.292

Despite the overall explicit and implicit attraction towards the USSR, left

Labourism was, it is important to stress, unevenly balanced in the depth of its

commitment to promoting a hybrid of Stalinism on British capital's soil.

Theisunevenness originated fromformal differences between factions within left

Labourism over the lessons to be drawn and direction to be taken concerning the

291 For example, Rakovsky, as early as the first year of the first five year plan, produced a devastating
enditment of so called 'planning'. The undemocratic administarion from above had produced chaos not order
in the economy. Quantitative figures of growth, he argued, were an illusion behind which the qualitative
waste and destruction of human productive potential masceraded. I refer the reader to his artical produced in
full in Critique 13.

292 Political expediency meant they were more likely to take at face value the heroic reports of 'planning
successes' meted out by the likes of Voznesensky (leading economist within the bureaucracy), who in 1941
could inform the world that 'The Soviet Union had increased the output of 'socialist' industry by 430%',
between 1929-40 (cited in A. Rothstein (1943), The USSR Speaks For Itself, p22.



313

relationship between 'planning' and the market. The left can be divided very

broadly along two (ultimately parallel) political tracks. Along the first track ran

a belief that planning and the market should compliment each other. Leftists

taking this track included some influential members of the Parliamentary Labour

Party and TUC. For example, Gaitskall and Durbin from the Labour ranks,

endorsed such a belief; as did Bevin and Citrine in the TUC. Most of the

contemporary and latter day discussion of this project has been hamstrung by

methodology. It is hard to make sense of the class nature of the thought of

individual left Labourists, as, for the most part, when they do formulate their

thoughts, they reify society, reducing it and the classes within it, to an abstract

unity called the 'National interest'. They also, invariably, employ an empiricist

based rational choice paradigm, which restricts analysis of the issues to formal

logic. Thus for Durbin, 'there is no formal or logical contradiction between

planning and pricing', therefore, on this basis, we are lead to believe, it should be

applied.293 The message for public consumption is that it is all a matter of

rational action and correct application of technique. Given a liberal portion of

rationality and technique, the economy is deemed susceptible to the central

planning of investment and the willing distribution of capital and labour. State

control of the surplus and wage rates, is another rational choice decision which

will, apparently, go uncontested by labour and capital. Not only this, but the

supply and demand for consumer commodities will be unaffected. Thus

capitalist 'ethics' of 'consumer sovereignty' can still reign, uninhibited by 'socialist

planning,.294

When one drops the assumption of an abstract national interest of course, the

irrelevance of the latter to the practical realities of the class conflict become

clear. The methodological approach adopted here, allows one to view the debate

293 E.F.M. Durbin (1949), Problems ofEconomic Planning, p48.
294 Examples of this deep and unabiding fetishism within the Labour Party can be garnered liberally from

Durbin, op-cit; D. Jay (1947), The Socialist Case; B. Wooton (1934), Plan or No Plan.
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about 'planning' and 'markets', as the battle between two antagonistic social

relations; the laws of motion of which become compromised and complicated in

the context of a declining capitalism. The problem is that in the contemporaneous

debate (and indeed debates today), the dialectical methodology is largely

unrecognised.

One can understand why social democrats should ignore the social relations

pervading 'plan' and 'market': forcing the square peg of planning into the round

hole of markets, after all, provides their political and economic life line. They

therefore have a vested interest in obfuscation. It is harder (but by no means

impossible) to understand why many Marxist have been seduced into uncritical

acceptance of the infallibility of the 'law of value' and an uncritical acceptance of

the apparent progressiveness of anything labelled 'planning'. On this basis they

then misunderstand the implications of combining 'plan' and 'market'. Possibly it

indicates the fact that many Marxists have been compromised either theoretically

and/or practically by left LabourismlStalinism? Central aspects of the latter

issue were discussed in the first chapter, the point to be made here is that

because of the methodological restrictions placed on the debates of the era, there

can be little gained from a regurgitation of the contemporary literature on the

issue. The real underlying issue was far more direct and straightforward: who

should control the surplus produced by labour? As far as the faction of Left

Labourites were concerned, it should not devolve to worker control. Nor should

capital accrue it all. The state, and its Labourist agents were to have their share,

through an enlarged state function and in the form of secure and well paid

salaries. These were the real practical ramifications of attempting to 'balance

markets and plan'. One can also see the practical ramiftcations for the TUC. For

them, balancing 'plan' and 'market' translates in reality as the desire for a strong

centralised state to guarantee the coordination of long term fixed capital

formation on the one hand; and the continuation of voluntary 'free market'
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collective bargaining on the other. Such a 'balance' provided the ruc
bureaucrats in particular, the best of all their possible worlds: control over

labour and control over capital.

On the other 'track' ran the belief that the 'plan' must suppress the 'market',

without of course devolving any real power to workers. Thus the State must

coordinate and allocate the majority of socioeconomic resources, with the help of

decentralised institutions representing management, labour and community

groups. This track is represented by Aneurin Bevan, G.D. Cole, Stafford

Cripps..etc, although their views change considerably over time and in relation to

each other. This option is bolder than the first track. Its adherents wished to

make more use of the potential given to Labourism out of the loss of capital's

substantive basis. For Cole the source of the contradiction between plan and

market is ethical; the existence of one denying the ethics of the other. As

'socialist planning' has superior ethics, then, for Cole, the choice is clear: the

market must go. 'Socialist planning' and the market mechanism arrive at

decisions concerning 'efficiency' and 'distribution' in very different ways: the one

concerned with need, the other with profit. Cole's conclusion, unfortunately, is

not to call for the revolutionary overthrow of capitalism and substantiation of

freely associated production, but rather to celebrate regression back to the kind

of control over use value expressed by the feudal guild system. As a project

within the modem era it has more in common with Corporatist trends to control

labour through direct dependency and rather less to do with the communist

objective of attaining the free association of individuals. Hence Cole is drawn,

inevitably, down the path of the Labourist compromise.

If one can claim this against Cole, it is even more applicable to most of the other

left Labourists. Of course Cole sits uneasily amongst the more overtly Statist

members of left Labourism. Fundamentally, however, there is little to distinguish
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either of the two opinions mentioned above. They both lead to the containment

of the working class. This is why many of the persona located on each track can

jump from one to the other without loss of real credibility. Their ability to do so

is, ultimately, vital, as it enables them to weave a tight knit community of

interests. For example, two very important 'think tanks'; the Society for Socialist

Inquiry and Propaganda (SSIP) and New Fabian Research Bureau (NFRB),

became the institutions through which Bevin, Gaitskill, Durbin, Dobbs, the

Cole's, Morrison, Dalton, Atlee, Cripps, Foot..etc, could air their grievances and,

more importantly, forge a hegemonic commitment to the 'rational kernel' within

stalinism: the goal of 'socialismin one country'.

Their is evidence of the gradual acceptance of this hegemonic project amongst

wider sections of the middle class and bourgeoise, for example, the so called

XYZ Club. Founded by Labour sympathisers in the City, the club established

institutional links between left Labourism and finance capital representatives.

These representatives were mainly interested in fostering belief within the

Labour Party as to the importance of markets and of sound fmance. Club

members included, James Lawrie (Lloyds Bank), Douglas Jay (The Economist),

Francis Williams (City editor Daily Herald). According to one prominent

member the XYZ Club could lay claim.. 'to have exercised in a quiet sort of way

more influence on future government policy than any other group of the time and

to have done so in the most private manner without attracting publicity to

itself .295 There seems little doubt that high on the agenda would be issues

regarding the extent of capital controls that Labourism would require; the

possible extent of surplus value redistribution it would take for Labourism to

operate; and the prior assignment of 'appropriate' volunteers from the City, for

manning the corporate heads of future nationalised industries.

295 Francis Williams, cited in, E, Durbin, (1985), p83, Routledge & Kegan Paul.
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Another, deeper, more vociferous and lasting influence eminating from left

Labourism, has been that of Fabianism. This creed within the Labour movement

was undoubtably the most influential in assisting the rise of Stalinist influence.

There can be little contention from any quarter as to the profound influence of

Fabianism on Left Labourism. Fabianism has been at the heart of Labour Party

philosophy since its inception (E. Durbin, 1985; L. Radice, 1984). For example,

Pimlott credits Fabians of the 1940s and 50s with bringing Keynesianism into the

mainstream of the Labour Party and trade union policy. There cannot be much

doubt as to the immense influence Fabianism exerted on the philosophy and

practice of left Labourism.

The Webb's, in every sense the guiding mentors of Fabianism before 1940,

epitomise best, perhaps, the pernicious links between the left of Labourism and

Stalinism. Any irony is only apparent in the fact that, in the 1920s, when Soviet

democracy could still be described as latent, the Webb's were anti-Bolshevik,

while in the 1930s, amidst open acts of terror, repression and the show trials,

they proselytised about the virtues of Soviet democracy. For the Webbs, freely

associated production and the wave of revolutionary movements commencing in

1917 which sought to bring this to fruition, spelt anarchy, chaos and lack of

moral discipline. According to the Webbs (and in this they personified

Fabianism) the masses could not rule, they had to be ruled (in their own ultimate

interests of course). This need for a benevolent authority, a 'socialism from

above', was the essence of the 'socialism' which had always been a part of left

Labourism. Thus one can understand why the Webbs gazed longingly at the

Stalinist system, either ignoring completely or else making light of the acts of

atrocity the system piled up, one on top of the other.
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So far as Beatrice Webb was concerned, Stalinism had, 'revolutionised..the

purpose of government, which was to 'transform the motives of men,296 from

that of the market to that of adaptation to centralised command. The lessons of

Stalinism were those of order and control. Not only would production and

consumption be harmonised, but so too (apparently) would human faculty and

desire.297 The Webbs spearheaded the movement which carried the theoretical

arguments and practical justifications for support of and advocacy for Stalinism

within the ranks of the Labour establishment. As Jones has commented, 'These

voices helped generate the crescendo of Labour Party administration and support

for the Soviet Union in the early part of the 1930s,.298 The penetration of

Stalinist ideology into the ranks of the Labour establishment, was, of course,

given ultimate impetus by the stagnation of capitalism in Britain; its failing ability

to control labour; and its lack of any credible future programme of reform to

establish order. The Stalinist promise of full employment was enough to blind

those to the gross inhuman excesses of the Soviet system.

Left Labourism was also supported by the wider British intelligentsia, who were

infatuated with Stalinism for much the same reasons. To quote Jones,

The early 1930s witnessed an eruption of radical

feeling in British Universities ...the alignment

with a force (Stalinism) which claimed to be inexorably on the

side of 'good' was a haven of refuge to many bemused

Liberal faced with the reality of fascism abroad and

poverty at home.299

296 L. Radice (1984), The Purpose ofGovemment, p300, MacMillan.
297 L. Radice (1984), op-cit, p300.
298 B. Jones (1977), op-cit, pl0.
299 B. Jones (1977), ibid, p13. (the word in brackets is myadition).
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George Orwell was a little more forthcoming about the depth of sycophancy he

observed amongst his peers concerning Stalinism. Orwell (The Lion and the

Unicorn) reveals in no uncertain terms the extent of the infatuation and

intellectual bankruptcy of a whole generation of intellectuals. Faced with

Fascism abroad and decadent capitalism at home, the intelligentsia, placed their

faith in Stalinist forms of control over workers, rather than in genuine socialism.

Orwell expressed contempt and dismay at the depth of unthinking loyalty to

Stalinist 'socialism' given by a generation of 'left' intellectuals. For Orwell they

were little more than 'publicity agents posing as international Socialists', the

followers of 'unquestioned dogma,.300

The Labour left, then, had absorbed the negative programmatic consequences of

Stalinsim. One major problem which the left Labourist had to contend with (a

problem which would produce serious resistance from finance capital if it was

not dealt with) was that, along with Stalinism came the verbiage of Marxism.

Although the language of Marxism had often had its uses, particularly when

faced with labour militancy, it was, nevertheless an obstacle, as far as winning

the confidence of finance capital and Right wing Labourism was concerned.

Leftists such as Bevan and those who later rallied round the banner of Bevanism,

may have been Labourists to the core, however, their radical posture offered a

potential rallying point for the re-politicisation of labour. It was dangerous

enough for finance capital to be endorsing the advance of use value and need,

without leaving the link between need and Marxism in some sort of close

approximation politically. Stalinised 'Marxism', even though ideologically

incoherent on most occasions, had to be separated from the link with revolution.

Accident in this case advanced the forces of necessity. During the 1930s, the

Popular Front movement and its eventual rupture by the Hitler Stalin Pact,

300 Cited from a forthcoming article by John. Newsinger, Destroying the Myth: George Orwell and Soviet
Communism, in Critique Journal of Socialist theory, issue No 27, 1995.
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became of vital importance in breaking the link. It succeeded in separating the

influence of Stalinisms 'rational core' from any further notions of 'revolution'.

From this moment on revolution was ruled out - the way forward was to be the

evolutionary progression towards 'socialism from above'.

The influence of Stalinism and the popular front on the left of the Labour Party

was considerable. Tribune the major think tank of the Left, became, in fact, a

non independent 'tribune' given over to chronicling the 'wonders' of Stalinism.

Jones captures the sycophantic mood well in the following quote;

It published an article by Harry Politt on the need for

working class unity, it offered Palme Dutt review space to

eulogise the published letters of Lenin, and it commissioned the

communist Pat Sloan to demolish Trotsky's The Revolution

Betrayed. ..J.R. Cambell's apology for the Moscow Trials Soviet

Politics and its Critiques was favourably reviewed, Trotsky

was incessantly denounced, and Stalin's unscrupulous

redrafting of recent history The History ofthe CPSU was

praised in lavish terms. Both in Tribune and elsewhere the

British fellow travellers campaigned vigorously for a popular

front and for Communist Party membership to the Labour Party.301

The Popular front against Fascism, established by the Comintem in the mid

1930s across Europe, proved to be one of the high points of CPGB popularity.

Under the guise of anti-fascism, it became a vehicle for subordinating the

working class to social democracy in Britain and Europe, in the overall interests

of securing the Moscow line of appeasement and 'peaceful coexistence' with

capitalism. In other words, the Stalinist system wished to preserve itself by

301 B. Jones (1977), The Russian Complex, op-cit, p36.
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sacrificing the international working class to capitalism. In Britain, the CPGB,

as the quotion above indicates, had strongly infiltrated the Labour left. For many

Marxists (mainly Trotskyists) the CPGB were pushing at an open door. The

Tribune and Bevanite left had succumbed easily to Stalinist propaganda, but they

were not alone on the left. The New Statesman & Nation too were solidly behind

Stalinism; defending Stalinist atrocities and anti-working class politics in Spain

concretely by refusing to print anything which placed Stalinism in a negative

light. Orwell was refused space in its pages to provide his account of the events

in Spain. In fact, Homage To Catalonia was rejected by The Left Book

Club.302

Clearly the integration of the Labour left with Stalinism was a deep and long

lasting one. An intergration cemented, further still, by the popular front

campaign orchestrated by the CPGB. Of course, this sycophantic loyalty to

Stalinism weakened considerably after the volte face of the Stalin-Hitler Pact.

For example, Stalinist show trials suddenly became important news again.

However one must be careful to separate this vilification of the USSR and Stalin,

from the still strong commitment to its 'rational core'. At no time did the left,

despite the betrayals, denunciations and repressions, reject Stalinist 'planning'.

This rational core' proved irresistible. As Jones explains;

The latter years of the decade saw influential intellectuals

reassessing their attitude to Russia ...The initial idealism of the

revolution had been choked by the extension of authoritarian

control and the elevation of its chief manipulator, Stalin.

Trotsky's claim that Stalin had betrayed the revolution began

to receive consideration in the West. .Max Eastman..pronounced

the end of socialism in Russia.

302See J. Newsinger (1995), Critique 27.
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However;

Despite its recent tarnished domestic image the Soviet Union

was, after all, the pioneer of a planned social economy, the

historic friend of the Labour Party, and the recipient of its

benign partisan protection.303

The Daily Herald in its publication of December 1st 1939 may well have

'suddenly' discovered that 'the USSR was dead' and that 'Stalin's new imperialist

Russia' had taken its place. However, this did not shake the belief that, warts

and all, the USSR system of planning was the way forward.

The objective here is not to look deeply into the intricacies of the Popular Front

movement and its demise at the behest of the Stalin-Hitler Pact, but to consider

the effects this had upon Left Labourism. Indeed the effects were profound. The

Left wing groupings around the Labour Party had constituted a block to

Labourist advance in general, in the sense that they weakened the political

impact of the Right wing factions within the Labour Party and TUC. Stated

simply, finance capital would not be drawn into the web of Labourism as long as

sections of the Left Labourist movement could not be disciplined. In a word,

while they continually spoke the radical language of 'revolution' and Marxism

was still spoken, systemic Labourism would remain an idea who's time may

never come. Stalin's sudden pact with Fascism changed all this. The Tribunite

left and their fellow travellers were cowed into submission by the Labour Party

and TUC right wing over the issue. As Jenkins explains;

The Tribune left...found that, in separating themselves from

303 B. Jones, op-cit, p29.
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the Kremlin turn, they had, ironically, smoothed the path of

Morrison and Attlee..304

In effect the right in the Labour Party were able to use the stick of Stalinisms

Fascist links, not to undermine the link with Stalinism, but to undermine the link

between the left and any notions of revolution. They were able to claim that

Marxism, leads to Stalin, leads to political dictatorship; a dictatorship with very

little difference substantially from Hitler's. Right wing forces were able to

dominate the ideology of the Labour Party and TUC more decisively from this

point and, therefore, were able to ensure that gradualism and reformism and the

mixed economy became the key watch words of Left Labourism. The rational

core of Stalinism was still accepted, of course. What had changed was that now

it could be linked to gradual reforms and separated from any notion of revolution

which the left of the Labour Party may have had illusions in. Thus, Left

Labourism, after the Stalin-Hitler Pact, finally became 'fit to govern' and so able

to take up their position alongside the Right. The rational core of Stalinism had

been separated and neutralised to the benefit of a declining capitalism in Britain.

Socialism 'from above' and 'in one country' could now be envisaged. As one

commentator notes,

It was no coincidence.. that the left wing monopoly of

progressive socialist thinking should now be broken,

books by such right wingers as Hugh Dalton and Evan Durbin

began to attract attention, helping to form the basis of the

programme which Labour would enact after 1945.305

304 Mark Jenkins, (1984), Bevanism, p36.
305 B. Jones, op-cit, p54.
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The extent of the collapse of the Labourist Left can be gauged by the sudden

conversion to Keynesianism, by those previously committed to physical

planning. John Strachey is an example of such a conversion. The immense

ideological barrage from the Right had converted him to the belief that the fiscal

controls of Keynesianism could provide a 'third approach to socialism,306, when,

for most of his intelectuallife, he had worked for the supression of the market.

Once the Right of the Labour Party had gained ascendancy, and Stalin had parted

company with Hitler's Fascism, the way was clear for a reorientation of relations

with the USSR. The pact with Hitler could now be seen, for convenience, as

simply an isolated mistaken policy. Cole exemplified the apologetic nature of

Labour's 'new approach', when stating that 'a country does not cease to be

socialist because it follows for a time a radically mistaken policy'. One

implication of such a pronouncement is that Stalinst 'planning' (socialist) can be

separated from policy (the inadequacies of the USSR and Stalin). Once

separated, they can be united with more rational policies, based on Labourism of

course. Thus, the basis of the hegemonic pact between Left Labourism, right

Labourism and finance capital was eventually forged in 1940. The war effort

merely focused this pact, it did not create it, as orthodox theory suggests.

The manner in which the 'rational core' of Stalinismcould 'create social order'

was not lost on Right wing Labourists. Macmillan, for example, had come back

from a visit to the Soviet Union in the early 1930s admiring its disciplinary

effects if not its efficiencies. Whilst Beveridge had to agree with his Fabian

friends the Webbs that this type of planning may hold a rational kernel for British

capitalism (Booth & Pack, 1986). The rational kernel, as explained, lay in

Stalinisms ability to appear ideologically favourable to workers while, in

306 B. Jones, op-cit, p54.
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practice, subjecting workers to the oppressions of bureaucratic physical

planning to add insult to their exploitation. Thus, the Right and Left wing of

Labourism had fostered enough common ground to convince finance capital they

could secure a new accumulation strategy and maintain controls over the labour

movement. What they united around was the ideology of Social economic

planning, overseen by Keynesian fiscal controls, within the framework of

Parliamentary democracy. Keynesian fiscal 'planning' secured the dominance of

the instrument of money, which was crucial in winning the acquiescence of

finance capital to the project of Labourism after 1940. Stalinism provided the

context wherein the physical planning of capital would lead, not to the re­

politicisation of labour, but its further depoliticisation. More specifically,

Keynesian tools of fiscal/monetary planning, provided Labourist forces the

ground upon which to build a material compromise between the classes and

provided finance capital with the means to dilute and control the pace of the

developing dominance of use value over exchange value. With the political

hegemony of Labourism secure the Labourist tendencies - management of

national money, social welfare state, welfare management/national industrial

relations strategy - developed together as a system of working class containment.

Left and Right Labourists had secured a material basis of rule for themselves

alongside finance capital. In the next chapter analysis turns to an understanding

of the deeply undemocratic nature of Labourism and its inherent irresolvable

contradictions, contradictions which would eventually lead to its dissolution, and

which, consequently, gave rise to 'Thatcherism'.
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CH 7 LABOURISM: ITS CONTRADICTION & COLLAPSE.

The task of this fmal chapter will be to explain the contradictions of systemic

Labourism once this phenomena had come into being. As the Nationalisation

programme, set in motion after the second world war, epitomises the Labourist

compromise, the chapter opens with an explanation of how fmance capital use

this as a vehicle to control labour and continue its accumulation. Another task of

the chapter is to emphasise the highly unstable nature of systemic Labourism, to

make clear why Labourism had inevitably to collapse and uncoil due to internal

contradictions. Finally, it is argued that the collapse of Labourism becomes the

foundation for explaining the rise of so called 'Thatcherism'. It, therefore, lays

the basis of an understanding of the present epoch. The chapter opens by

situating Labourism within the wider international crisis of the early post war

period, thus setting out the contextual basis for understanding the inner

contradictions of Labourism. Labourism was very much predicated on certain

international conditions too, conditions which presented a 'window of

opportunity' for the balance of class forces in Britain to be cast in favour of the

Labourist compromise. Following this an examination of the undemocratic

nature of Labourism, specifically within the Nationalised industries, is

undertaken. Finally, on this basis, the discussion moves to an identification and

understanding of the inner contradications within Labourism responsible for its

demise.
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7.1 Labourism and the International Crisis

International pressures were increasing the urgency of the ruling class to

actualise the Labourist settlement. Exports by 1945 had fallen to 30% of their

19391evel. Carr summarieses British capital's weak international position;

It had been estimated that the war cost a quarter of Britain's

wealth, £7, 300 million. Debt to other countries had grown

from £476 million to £3, 555 million in 1945. Much of the

debt was to sterling area countries. Britain faced major

difficulties in resolving this situation because of the physical

damage to its productive capacity and merchant marine.

Obsolete plant, lack of investment, manpower shortages and the

dislocation caused by war, all contained exports. Invisible

earnings had been cut by war time sales of foreign assets

valued at £4, 200 million. Imports of food and foreign raw

materials were vital but foreign earnings scarcely paid half

the costs.

Of course this parlous state was not solely or even primarily to do with the costs

ofwar, but more to do with the failure in the decades before the war to develop a

new accumulation strategy on the basis of class compromise. The cost of war

added significantly to this grave situation. The deliberation as to primary cause

notwithstanding, the blunt uncontentious fact was that British capital's

international position, was in a chronic state at the very time it was most needed

to cement the Labourist compromise. A positive balance of payment is

necessary because Labourism, based on a re-alignment of use and exchange

value, had to be paid for out of present and future surplus value, a surplus value

in large part, 'earned' internationally.
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A related issue of concern to the new Labourist system, was that prolonged

deficits on the balalnce of payments would bring forward the day when holders

of sterling would clamour for converability and speculate out of sterling. Again,

this would pose serious repercussions for the Labourist compromise internally.

The immediate post war international situation was indeed dire. The shortage of

sterling had reached the most critical levels, at the very same time that American

lend leasing to Britain had been cut. As Savage notes, sterling balances, mainly

with India and Egypt, were in the red and Treasury forecasts pointed to a current

account deficit for some years to come.307 The British ruling classes

commitment to a finance and resource absorbing imperialist foreign policy,

exacerbated the balance of payments problem. As a result the need to control

consumption, at a time when it should have formed one of the foundations of

Labourism, became a necessity. In the immediate post war period the ruling class

was committed to putting down revolts within Indo-China and Greece and to a

general longer term policy of controlling and administering its influence within

and around the sterling area (Savage, 1993; Callaghan, 1993). The massive

deficits on both capital and current accounts appeared to be in inverse relation to

commitments to expansionist imperial policy centred around the sterling area.

The drastic domestic deflationary pressures implied by the above, at a time when

the labour movement expected the realisation of the Labourist promise

concerning full employment and rising living standards, generated a surge of

militancy in the working class. This gave greater impetus towards establishing

and consolidationg Labourism ideologically, at a time when its material basis

was deteriorating.

307 J. Savage, in his Introduction to J. Fyrth (edt) Labours High Noon (1993), p xxiv.
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The balance of payments problem, caused by the war debt, continuing

commitment to the sterling area and domestic commitment to Labourism, could

of course be relieved in the short term by more American aid, as it was with the

Marshall Aid Plan. It could also be relieved by securing the parameters of the

sterling area against American imperialism and reversing the dollar losses of the

sterling area. The problem with the latter option was that American capital at the

close of the war, would only provide aid, on the level of the Marshall Aid Plan, if

British capital relinquished its grip on the sterling area and allow American

capital into the lucrative markets. As British capital was not about to relinquish

their hold on the sterling area, such an aid package, at that particular time, was

ruled out. British capital looked to other solutions. The solution would require,

as a prerequisite of its adoption, enough control over the working class to shift

investments to exports and away from satisfying working class demand for

consumption goods. Such a shift necessarily required the policing role of the

trade union bureaucracy to restrain national incomes - a task which could only

be successfully policed by a TUe officially endorsed by the state as national

representatives of labour, holding positions of power within the state. And then

only within an overall social environment where workers had been compromised

with promises of full employment and a social welfare system. Thus the

Labourist settlement is given impetus and its defining characteristics are amde

clearer, by the problems of balancing international payments and ongoing

imperialist commitments. It was the need to acquire massive aid while

maintaining the sterling area, and the need to meet the financial burden imposed

by Labourism, which determined the post war Labour Governments slide into

cold war foreign policy. It is worth explaining under what circumstances these

needs were eventually met, because it brings into relief, amongst other things, the

precarious foundations upon which Labourism was erected.
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7.2 Labourism and the USSR connection in International Context

In 1945 the newly established Labour Government viewed the USSR as an ally

that had suffered greatly during the war against Fascism. However this position,

while of value in creating socialist unity within the Labour ranks in the build up

to election victory, was in ultimate conflict to Labourism's success. Success

depended on the compliant mobilisation of the Labour Party and TUC towards

the goal of the political containment of the working class domestically to the

needs of a declining capitalism. This containment, as argued, necessitated all the

strands of Labourism to become actualised in order to realign use and exchange

value. For this to occur a new export led foreign trading policy was crucial. The

latter in turn required that some form of international trading compromise with

the USA be struck. Hence by 1946 a more hostile Soviet line and increasingly

pro American line was adopted by the Labour administration in the Foreign

Office, which was, at the time, headed by the 'socialist' and ex leader of the

TUC, Bevin. The newly emerging international policy line was to find its

logical conclusion in the Cold War split.

There were two reasons why the about turn on the USSR could help fulfil the

Labourist pretensions of the Labour government. Firstly, hostility to the USSR

on the basis of the perceived threat of expansionism, served to discipline the left

of the Labour Party and trade union movement and so inculcate further the social

democratic brand of 'socialism from above'. Despite the emergence of a Keep

Left movement lead by Bevanite factions (Jenkins, 1979; Carr, 1993), which

attempted to resist the pull to the right, the anti-USSR stance eventually

succeeded in uniting the bulk of Labourists to the task of implementing

Labourism not some variant of Stalinism. Their isolation and disorientation was

complete. The lefts call for a 'third way' between Moscow and Washington for
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British socialism, for example, amounted to little more than what Labourism was

to provide anyway, that is, physical planning (Sate downwards), overseen by

Keynesian fiscal controls. Thus the left of left Labourism had no distinct

political programme. The anti-USSR stance proved a success in uniting the left

to the project of Labourism, as indicated by acquiescence of Tribune, Socialist

Commentary and The Fabian Colonial Bureau to the Labour rights hard nosed

imperialist adventures, under the ruhbric of a more 'progressive colonial policy'

(Carr, 1993; see also Callaghan, 1993).

The second reason for the Labour Governments hostile stance to the USSR again

had more to do with pragmatism than principle. Opposition to the USSR

general, and playing up the threat of Soviet invasions in particular, had become

an effective bargaining chip with American capital, over the realignment of

imperialist rule and the balance of costs and benefits to be meeted out to

international capital as a result. For example, it was on the basis of the

perceived Soviet threat, that British capital was able to win a very favourable

deal with American capital; one which reduced its sterling area dollar debt.

Callaghan illustrates the potential lucrative results. Malaya's tin and rubber

trades(owned by British capital) accounted for a substantial amount of the

sterling areas dollar earning exports. The double threat of communist

insurrection in Malaya (June 1948) and an American economic recession (1948­

49), jeopardised the profits and ultimate ownership rights of British capital.

Enter the new cold war stance taken by the Labour Government, which proved

very successful in reversing this crisis.

Fortunately for the Governments policy, the cold war was well

under way when the communist uprising began, and so it was

possible for British policy makers to alert the American Govt

to the nature of their Malayan problem and elicit a sympathetic
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response. With France at war with the Vietnamese Communists

and China on the brink of a communist revolution, it was all

the easier for British policy to be seen in a favourable light

in Washington. The USA was thus prepared to increase its

stockpiles of Malayan rubber and tin, and to accept strict

limits on its dollar imports, in order to help the British economy.

(Callaghan, p127, 1993)

Just over a year later Malaya had a trade surplus with America of $185.7 million,

the largest within the sterling area; while the total sterling area dollar deficit had

been reduced from a third quarter 1949 figure of $539 million to a fourth quarter

figure of $31 million ( ibid, p127-8).

The anti-USSR stance taken by the Labour government post 1945 was

instrumental, not just in securing more favourable sterling balances and boosting

the current accounts in the short term, but also in securing the medium term

future of the sterling area itself. American capital had initially attached

imposing strings to the provision of dollar aid worth $3, 750 million; calling for

British capital to relinquish the sterling area, interest to be paid on the loan and

the convertibility of sterling within the year. However, the new 'cold war'

conditions and Britain's crucial anti-communist credentials, became instrumental

factors in a new deal. American capital, in order to allow British capitalism to be

the bulwark against communism abroad and communism at home, would allow

Britain to receive Marshall Aid and keep the lucrative sterling area. Even the

failed reconvertibility of sterling for a short period in 1949 and the eventual

devaluation of sterling and move back to unconvertibility, was allowed to go

largely unredressed by American capital. Of course British capital could no

longer secure their ideal of completely closing the sterling area to world

penetration, nevertheless important tariffs remained and, more importantly, so
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did the arrangements concerning the use of sterling and trade links imposed on

the colonies of British Imperialism. In effect the arrangements concerning

sterling and trade links between British capital and its colonial powers, was the

basis upon which a fusion of interests between large industrial capital and

fmance capital was grounded. The super profits generated also provided one of

the vital pillars upholding the Labourist system.

7.3 The Sterling Area and Bretton Woods

The sterling area was, then, of vital importance. The sterling area and the

provision of Marshall Aid, became vital international lifelines which went some

way to securing sufficiently healthy balalnce of payment to consolidate the new

Labourist system domestically. The Bretton Woods agreement was the fmal

consolidating factor, internationally, to the underwriting of Labourism

domestically. The agreement allowed western capitalist currencies to be pegged

to the dollar at a fixed parity which allowed vital adjustments to national money.

Essentially the adjustments, and Bretton Woods exchange rate regime in general,

were recognitions of the fact that each western capitalist nation had to make its

own compromises with its working class. Thus the ability to devalue sterling, if

and when required by the changing balance of class struggle, provided the

necessary international vacuum within which the management of national money

could work, via the adaptation of Keynesianism. As Bonefeld (p70, 1993) put it,

'The Keynesian mode of integration of labour was underpinned by international

agreement of currency exchange relations, based on the Bretton Woods

agreement of 1944 and the reconstruction of capitalism in Europe through the

Marshall Plan,.308

308 What Bonefeld does not reflect on is the criucial role Stalinism played in this, or , rather, the way in
which Stalinism was used by capitalist rulers to weld the labour left and the working class to the containment
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The Bretton Woods agreement was a hybrid relation completely befitting the

transitional nature of the epoch. On the one hand, its sought to constrain the

floating national currencies of the 1930s, itself a reflection that circulation capital

had set adrift from productive capital to escape the 'problem of labour'. On the

other hand, it sought to offer a realignment of circulation capital with fixed

capital on a more flexible basis. The ability to change the value of national

currencies offered considerable scope for any necessary adjustments to the

underlying conflict of interests between finance and industrial capital, in the

overall interest of continuance of the exploitation of labour. One important

manifestation of this was the so called 'stop-go' deflationary/reflationary policies

forced on Britain capital. At one and the same time it weakened Labourism and

extended its unstable life. Once the sterling area began to weaken under the

weight of sterling convertibility in 1958 and the declining competitiveness of

industrial capital, the buffer effect of 'stop-go' accumulation on the basis of

control of national money, became of crucial importance in the containment of

labour, but also in its resolve to become more militant.. By the same token, once

the Bretton Wood agreement had been tom up in 1972, the 'stop-go' phenomenon

became more pronounced, and less effective in controlling labour. The

immediate, initial, effect of the Bretton Woods agreement, Marshall Aid and the

sterling area accumulation regime, was to institutionalise the management of a

debased money capital, towards the goal of reuniting (however shakily)

circulating capital and fixed capital. Empirically it allowed the state to filter

credit from the private sector and/or print its own money, in order to achieve two

goals; enhance the use value creating sector tied to the welfare state, and to prop

up large productive capital's with lucrative sales to the state and/or state

subsidisation.

strategy implied by the success of Bretton Woods. Bonefe1d is not alone, see for example, Pilling (1986);
Burnham (1990); Armstrong et al (1984).
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The sterling area, supplemented by Marshall Aid and Bretton Woods, effected a

compromise between large industrial capital and finance capital in a number of

specific ways. It allowed a fusion of interests: finance capital supplying

industrial capital with investment capital re-routed from the commonwealth,

whilst at the same time earning interests on the re-routed capital. The investment

capital was then used by industrial capitalists to expand its sales into the captive

imperial markets of the commonwealth. These markets were secured by finance

capital's grip on foreign exchanges, which stemmed from the 'agreement' imposed

on colonies that all colonial profits should be held in sterling. As sterling was

unconvertible until 1958, this meant colonial countries either had to leave their

sterling deposits idle, in which case finance capital would make parasitic use of

them, or use them to purchase commodities denominated in sterling (ie, British

commodities), in which case the deal underwrote industrial capitalists profits.

Such a captured market allowed the large industrial capital's in Britain to comply

with the surplus value restricting confines of the new Labourist environment ­

personnel management/national industrial relations system (which

bureaucratically atomised workers and restricted relative surplus value

extraction); government intervention on wage floors and health and safety; the

greater taxation implied by demand management; the greater economic strength

of workers due to full employment. The sterling area was vital to maintaining all

these commitments, while still maintaining profit rates. It is also on the above

basis that circulation capital continued to dominate fixed capital, in the sense that

super profits from the captive imperial markets did not require new technique

and new investments. In effect the sterling area allowed socially unnecessary

labour and inferior standard commodities to go 'unpunished' by the world market.

Thus, short termism and the financial dominance within and without the firm of
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fmance capital (by this time orchestrated by institutional investors) (Coakley &

Harris, 1983), could still be maintained under the rule of Labourism. The point

about the dominance of circulation capital over fixed capital is crucial to an

understanding of the later contradictions met by Labourism and will be given

more detailed consideration here after discussing the way in which finance

capital and industrial capital forged a parasitic relationship with the nationalised

industries. Basically this involved a resolution that policy surrounding

nationalised industry should keep capital as fluid and unfixed as possible, in the

contex of the Labourist compromise.

7.4 Labourism and the Promise ofNationalisation.

Full employment; a massive nse m employment in the public sector; the

implementation of wage councils; and legislation protecting workers from hire

and fire motives, all went a long way in substantiating the de-commodification of

labour power. These actions and the general shortage of labour power and the

anti-profit pro 'socialist planning' atmosphere, generated a rise in strikes.

Between 1944 to 45, for example, the incidence of strikes rose by 65% (from

1491 to 2293). Most of the disputes occurred in mining (60%) and transport,

engineering and shipbuilding (25%). Although only of short duration the

disputes signalled a potential disaster for the Labourist project of controlling the

level of income and consumption in the interests of mobilising capital for the

export drive. Fundamentally, then, to the Labourist project was the incorporation

of trade union structures within the Labourist state. Given the de­

commodification of labour power, strikes against the strict adherence to market

forces would be inevitable. To combat this and to force compliance with

restrictions on provision of needs emanating from the social welfare system, it
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was important that the working class were effectively atomised. Whilst the

Stalinisation of the left ensured workers would remain politically atomised or

depoliticised, economically they had enormous potential collective strength at the

point of valorisation, which, if allowed to advance unheeded, would sooner or

later threaten the system. Hence the reason for successive post war Labour and

Tory governments commitment to incorporate the structures of the trade union

movement into the state. To this end the National Joint Advisory Committee

established in 1939 and the Joint Production Committees and Essential Works

Order Acts (1941), were further consolidated by the Production Efficiency Board

and other government non elected boards designed to institutionalise the

compromise between the representatives of capital and labour. This

institutionalisation of trade unionism, was of course the logical development of

the trade union bureaucracies break from labour - its original source of power.

Under the Labourist system of containment, the trade union bureaucracy had a

crucial role to play. That role was to bureaucratically police the working class

and so prevent their potential to act as a class for themselves. To this end the

new institutions of so called 'tripartitism', had to regulate national collective

bargaining; channel and dissipate any wider class grievances into reforms the

system could live with; and, in combination with the growing personnel

management function, atomise workers at the point of valorisation, via strict

adherence to numerous job classifications, demarcation lines and acceptance of

hierarchical management control..etc. The costs this imposed on capital in terms

of restricted relative surplus value extraction, was, apparantly, to be outweighed

by the benefits of increasing control over the working class. The costs were not

an immediate problem when an adequate return of profits could be had via the

sterling area and a world market, which exerted little competitive pressures on

British capital in the first decade after the war. The reward for the trade union

bureaucracy was their recognition as an essential national institution and the
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corresponding political influence at governmental level over the future direction

of the economy, that went with it. As Hyman explains;

Their representation on tripartite consultative and

administrative bodies, already highly developed during war

should be sustained and extended; direct consultation with Tue

leaders should precede government initiatives; intervention in

industrial relations without TUe agreement was taboo. These

demands were accepted by the Government in principle, even

ifnot always satisfied in practice.

The Government, of course, could not be ruled by principle because

substantively the TUC's role was to contain and police the working class. For

example, the TUe were committed by member trade unions under pressure from

the rank and file, to adopt collective bargaining in the market place. It was felt

by workers that in a time of labour power shortage, their interests would best be

served by using national collective bargaining power to wrest higher wages and

better conditions from capital. The TUe acquiesced on the matter mindful of

the real task - to control consumption growth in the interests of investment lead

exports; absolutely vital in underwriting Labourism. Hence when a national

incomes policy, subordinating the rank and files economic strength, was

introduced between the years 1947-8, 'the TUe made all the concessions, a

reflection of its almost complete uncritical acceptance of the Government's main

policy'.309

Between 1945-51 the number of strikes was at a record high, although disputes

were often minor and relatively short lived. Any major disputes that did occur

309 R Hyman in J. Fyrth (edt) (1993), pI8? Hyman is part quoting from J. Tomlinson, The Labour
Government and the Trade Unions: 1945-51, in N. Tiratsoo (edt) (1991).
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took place in the mines prior to nationalisation. This strike wave suggests that

the promise to decommodify labour, inherent in full employment and social

welfarism, had increased workers confidence and economic muscle. However,

while Labourism provided the basis of this new found confidence (later a

powerful shop stewards movement would develop on this basis), it also provided

the basis of the working classes de-politicisation. The national state socialist

movement, given ideological and practical impetus by Stalinism, dominated the

political head of the working class. The hegemony of left Labourism, which held

that 'socialism' was to be an evolutionary process, dictated by Parliament and

handed down from above, had in thralled most of the leading elements of the

working class. Therefore, labour's 'economic body' might prove resistant,

recalcitrant and militant as the decades lapsed after the post war settlement, but

its collective 'political head' would prove a decisive factor in the channelling of

discontent into reformism. The bait being that reformist compromise was

identified as a kind of down payments on the goal of state socialism.

This de-politicisation of workers was not unique to the British working class, of

course. Alongside the rest of the international working class, British workers

had to suffer the massive political retrenchments caused by the defeated

revolution of 1917, the subsequent rise of Stalinsm and the subtifuges of the cold

war. The de-politicisation was, hence, profound and epochal. 310 Given the

extent of this de-politicisation, it is little surprise that the working class offered

no resistance to the Labour Party and TUC's manoeuvres to reject any notion of

worker representations in the 'socialist' industries after nationalisation (Savage,

1993; Saville, 1993). The same holds for the newly created institutions of the

social welfare state.

31
0

For a deeper understanding of the epochal significance of Stalinist influence on the working class, the
reader is refered to the Journal Critique, which has devoted much of its 22 year existence to its explanation.
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The nationalised industries in many ways epitomise the way Labourism works to

contain labour, while allowing the vested interests of capital to reign. Workers

were given no say in the control of nationalised industries at their conception.

The sale of nationalised industries to the state was not the outcome of worker

appropraition, but a fmancial bonanza for capital, who were busy running them

down anyway. The nationalised industries were run and controlled by fmanciers

and prominent industrialists who payed themselves vast salaries. They were run

with the interest of subsidising the market sector with under priced supplies of

commodities. Emanuel Shinwell ( Minister for the Coal Industry) vetoed the

idea of workers control. Instead an ex Director of the Bank of England and a

number of senior military figures staffed the Board of the National Coal Board.

As one source explains, the 'myriad trade and advisory committees which

surrounded the nationalised industries, and the industries themselves were

controlled and run by fmancier, industrialists and civil servants'.311 Likewise,

the Ministry for Food was effectively run and controlled by ninety of Unilevers

management staff. The Capital Issues Committee, which coordinated capital

investment decisions for the network of nationalised industries, were controlled

by 'seven bankers, stockbrokers and industrialists'.312 A combination of senior

military, bankers, stockbrokers, industrialist and civil servants, manned the

Boards of other nationalised industries too; including Electricity, Gas, Cable &

Wireless, BOAC andBEA.313

The transference of ownership and control may have been largely illusory, but

the magnitude of the transference of capital, as compensation for the sale of

nationalised industries and payment for fmancial 'consultation and underwriting',

most certainly was not. 'The Government excelled itself in compensation paid to

311J. Saville, cited in J. Fyrth (1993), op-cit, p45.
312J. Saville (1993), op-cit, p46.

313 For a more extensive description of the controllers and their background, see A.A. Rogow (1955), The
Labour Government and British Industry 1945-51, Oxford.
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the railways, the London Passenger Transport Board, and inland waterways',314

as well as Coal, Electricity and Gas. The valuation of these industries did not

take account of the dilapidated extent of the fixed capital assets and placed a

value in accordance with their present share value, which had remained high,

needless to say, due to fmance capital's expectations of the favourable terms of

sale. For example, even though the Ministry of Fuel had warned that old stock

and assets in the Coal industry would have to be replaced to the tune of $200

million 'under fierce lobby from mineowners' the Government ignored this and

valued the stock as if there had been little depreciation relative to socially

average technological advances in the market sector.315 Finance capital, having

blocked any move to place workers on the Boards; having earned windfall gains

from nationalisation; and having taken control of the running of the Boards (with

the high salary rewards that go with it), then proceeded to ensure that the

nationalised industries ran in the interests of sustaining the law of value.

The dominant view, forced through against some resistance from rationalisers,

was that the industries should operate on the basis of ensuring that average costs

equalled average prices. This had the benefit of keeping prices artificially low

thus keeping wasteful labour consuming sectors open, in the overall interests of

ensuring that the market sector had a sure source of low cost supplies of energy

to produce their commodities. The result of this was that nationalised industries

did not have enough retained surplus to re-invest in fixed capital and research

and development and were dependent upon state funding. Rather than enhance

use and needs, the nationalised industries became the giant low cost suppliers of

private capitalist industry.

314J. Saville (1993), op-cit, p48-9.
315J. Saville 1993), op-cit, p48-9.
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In subsidising industrial capital, fmance capital could continue with its political

economy of maintaining the dominance of circulation capital in and against fixed

capital formation. The subsidation joined forces with the guaranteed colonial

markets, to ensure enough space for industrial capital to keep up its profit rate

without unnecessarily raising the organic composition of capital. Thus,

Labourism had provided, in the form of nationalisation, the basis for the

continued rule of finance capital and continued accumulation of capital in

general.

The problem it still faced, however, was keeping labour at arms length politically

and hence ensuring that their innate economic strength did not translate to

challenges to the compromise and!or to too much pressure to expand use value

and need provision. As will be explained later, this problem did come back to

haunt capital. The essence of the policy, then, surrounding the nationalisation

programme, was to maintain the circulation capital bias. The policy, as indicated

earlier, derived from and bolstered the same bias characterising the surplus value

creating sectors of British capitalism. An issue taken up in more detail below.

7.5 Labourism and Circulation Capital

The policies generated by Labourism of full employment; the direct provision of

substantial needs via the social welfare state; national commitment to collective

bargaining and demand management, went allong way towards de-commidifying

labour power. The economic strength which accrued to the working class, due

to these policies, represented a significant capitalist concession. Of course the

de-politicisation of workers reduced the danger to capital that such concessions

which valued use value and need, rather than strictly the maximisation of



343

profitability, would form the basis of a political programme against capital.

However, given the precarious nature of Labourism, to further neutralise this

danger, capital retained its circulatory capital bias within the economy and

especially within the enterprise. The emphasis on circulation, by implication,

meant a down playing of commitments to long term fixed capital formation and

lack of commitment to reorganising the use of labour power along Taylorist

lines. This is why the personnel management function and a new commitment to

national collective bargaining becomes so vital to the Labourist system. Their

task is to bureaucratically atomise the underlying social integration of labour

power (see chapter six).

If successful the bureaucratic atomisation blocks the advancement of labour

acting as a class. It also allows the further (pragmatic) development of the

abstraction of labour power in production. The tendency towards abstraction

had been held back by capital during the depression years, specifically to counter

working class collectivity and impose atomisation through unemployment (the

basis of the slow down in accumulation suffered at that time). Under the new

Labourist containment, finance capital will only commit itself to valorising labour

power if it can maintain its circulatory bias across the large productive capital's.

The potential loss of relative surplus value extraction that the rejection of

Taylorism and long term fixed capital formation implies, could be largely

overcome only if Britain remained within the sterling area, which allow positive

rates of profit to be maintained and bolstered. Another key factor to this

compromise was the continued expansion of world market share of traded

commodities, or at least sustaining the percentage share acquired during the

1950s. These are the pillars of Labourism so far as capital is concerned. Added

to these are the less essential subsidies from the state and the implicit

subsidisationthe nationalised industries provide the private sector.
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The slow crumbling of the sterling area and loss of world markets from the mid

1950s onward, undermined these pillars placing immense pressure on the

circulation capital bias within the economy. The latter was essential to fmance

capital's continued endorsement of Labourism, hence as the sterling area

crumbled so to did the class compromise at the heart of Labourism. The rate of

profit went on a decline and fmance capital, struggled to manoeuvre itself out of

Labourism in an effort to continue its commitment to circulation capital. The

subsequent drives for 'modernisation' (Wilson's 'white hot technical revolution'),

was evidence of left Labourism's commitment to Labourism, especially in the

face of a growing tide of working class unrest. Their miserable failure at every

turn to impose 'modernisation' is testimony to the deep hostility fmance capital

began to express against Labourism.

As previously explained (chapter five), an emphasis on circulation capital has

become 'second nature' to finance capital as the means to its survival. One

example, of the extent of finance capital's circulatory capital bias is provided by

the fact that in Britain, unlike America, the 'H'-form (holding company form) of

capitalist organisation predominated right up until the mid 1970s.316 In essence

under the 'H'-form, productive capital becomes a loose ensemble of plants and

enterprises (fixed capital), all with independent management structures and

commodity lines. Sometimes the commodity is the same (horizontal integration),

sometimes a sub part of others within the holding capital (vertical integration)

and some times they are different (diversified integration). The main point is

this: the holding company places a premium on money capital and so remains

largely unconcerned about how the fixed capital it sublates do what they do, so

long as short term profit rates remain relatively satisfactory. If profits decline,

then the loose arrangement makes it that much easier to sell off unprofitable

316 See T. Nichols (1986), for a concise outline of the deficiencies of the Britsh industrial organisational
structure, due to the predominance of the 'H'-form, For a more detailed account see D.F. Channon (1973), The
Strategy and Structure ofBritish Enterprise, MacMillan.
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enterprises and to buy others that are more willing to achieve the goals set by

circulation capital's needs. When this becomes the driving force of an entire

economy, then the productive capital's, which constitute most of the dominant

industrial capital's, usually remains small and under capitalised. As a result

economies of scale are limited and the ability, or will, for long term investment

becomes systematically reduced. The latter represents the result of fmance

capital's quest to impart a circulationary bias, to create maximum flexibility in its

manoeuvrings to contain labour, while maintaining a distance from labour.

It is no accident, therefore, that, as Nichols points out, British capitalism has at

one and the same time the most centralised forms of capital scattered around

some of the smallest enterprises, as measured by number of employees (Nichols,

1986). The centralisation of capital and atomisation of labour is thus combined

in the 'H'-form. American enterprises had long ago (by the 1920s) adopted the

'M'-form (multi-divisional form) and rejected the 'H'-form. The 'M'-form

describes rigid corporate hierarchical controls at the centre of productive capital,

over clearly defined functional and/or regional units. It is premised on long term

investment strategies and Taylorist hierarchies of management control. It also

implies the intense abstraction of labour via the commitment to maximising

relative surplus value extraction (see chapter six for an extended explanation).

The 'M'-form, given the peculiar nature of the class compromise at the heart of

Labourism, contradicts the Labourist containment strategy. As a result it fmds it

hard to flourish in Britain. Thus the 'H'-form becomes a necessity for capital in

Britain, and not, as many have claimed, an eccentric vice.

The influence of this style of accumulation strategy on the entire British economy

is all embracing. For example, between 1949-70, the 100 largest industrial firms

portion of manufacturing output grew from 23% to 41%; the figures for

employment roughly shadow this. If we take into account also the large frrms
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overwhelming dominance of small to medium firms, many of which are

suppliers to large capital, then one begins to grasp the true extent of influence

enjoyed by the largest 100 units of productive capital. Thus the fact that virtually

all of the top 100 applied the 'H'-form structure (the likes of ICI being the

exception that proves the rule), is no small confrrmation that finance capital's

circulatory capital bias has manifested its influence on accumulation throughout

the economy during the period of sytemic Labourism. One has only to note, by

way of example, the ad-hoc finance driven mergers which created British

Leyland Motor Company (BLMC) and latterly Rover, and created GEC from

English Electric.

Another related factor of the circulatory capital bias, is the particular

preeminence of personnel management and collective bargaining framework to

British capitalism, mentioned in the previous chapter. The personnel function

liaises with a formal bureaucratic network of class containment - the national

collective bargaining organ of the trade union movement. However, due to,

firstly, the circulation bias of finance capital and, secondly, the economic

strength imparted to labour by full employment status, an informal collective

bargaining arrangement develops. The personnel management / formal

bureaucratic collective bargaining procedures are designed to contain and

atomise workers within productive capital and throughout the rest of the

economy. However, the informal collective bargaining between rank and file

workers/shop stewards and individual productive capital gains strength from

capital's necessary short termist outlook. That is to say, the more formal

arrangements which attempt to atomise workers via bureaucratic rules

procedures and regulation, imply a longer time horizon of investment by capital

to sustain it. Because this is not forthcoming, then the working class escape the

full implications of bureaucratic atomisation. As a result, their economic

resistance to capital is provided with a renewed impetus (one which the Donovan
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Commission would pick up on in the 1960s). The resistence means that labour

was much more prone to breaking out of the orbit of control of Labourism and its

realignment of use and exchange value. For labour, as the 1960s and 1970s

bears witness to, use value and need came to be the sole criteria of demands

placed on capital.

Burawoy picked up on this informal resistence and its devastating effects on both

the ability for the formal bureaucracy to contain labour and relative surplus value

extraction. Describing the results of a sociological study conducted in the early

1950s on a small engineering subsidiary of Vickers, he points out how the

bureaucratic containment of labour is significantly weaker compared to an

American counterpart of the same size and industry. He goes on to show how

the informal bargaining of the workplace overrides much of the formal

atomisation imposed on workers. As a result, workers are able to significantly

resist time and motion study and work speed ups. In fact, through a process

described as 'gold bricking', Burawoy reveals the extent of restrictions on relative

surplus value extraction. That this was allowed to continue within Vickers as a

natural product of daily working life is testimony to the systematic nature of the

informal resistence. Evidence that this was systematic to the economy as a

whole, is revealed by the late 1960s findings of the 'Commission on Industrial

Relations' (Fox, 1985). For it to have been allowed to continue for so many

decades is further testament to its centrality in the structure of accumulation

imposed by fmance capital after the war, as a pivotal part of the Labourist

containment package (later I analyse how this informal and formal tension

develops and how the circulatory bias of fmance capital is eventually

challenged).

Labour, given strength and renewed militancy by full employment conditions,

begins to encroach upon the state and demand the further suppression of
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valorisation to use and need. This issue became a critical one when fmance

capital lost one of the central pillars of its accumulation strategy as the sterling

area crumbled. Labour pushed for use and needs to be met, but due to its own

crisis, fmance capital had to begin to rest itself free from commitments to

industrial capital and to the Labourist project orchestrated at state level. The

state, pulled first one way and then another by labour and capital over the

contradictory motives of use and exchange value, attempts first to intervene

(moves towards greater state intervention in the 1960s); or attempts to halt

Labourism in its tracks (Heath government 1971-74); or reverts once more to

Labourism (Labour government of 1974-76); before fmally ending the Labourist

compromise (Labour and Tory governments from 1976 to the present). Such is

the essence of the post war era of systemic Labourism. The details need to be

unearthed, however, of how, why and under what specific conditions the brief

ascendency and slow decline of Labourism manifested. One needs to consider,

in other words, the manner in which central pillars of Labourism were destroyed

by class struggle.

7.6 The Destruction ofthe Central Pillars ofLabourism

The fact that the incomes policy of 1948-51 were a success in controlling wage

settlements and so inflation, is testimony to the initial strength of the Labourist

system in compromising workers to the Labourist project and containing them to

the needs of a declining capitalism.

So long as the system could maintain steady growth in living standards which

were not subsequently retrenched by inflation, then the project of labour

containmentwould be relatively successful. Because labour containmentwas the
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substantive ground upon which finance capital's containment to the project of

systemic Labourism rested, the same conditions of success also held for them

too. Yet, as argued earlier, the foundations of this dual containment were

necessarily short term - the sterling area and a growing share of world trade

outwith the sterling area. These international pillars of Labourism were

eventually to be detonated around the late 1950s. Firstly, Germany, France,

Japan..etc, had quickly caught up and overtook British capital in the export

market. Secondly, sterling became convertible in 1958.

Due to the specific social relations established between capital and labour within

the labour process in Britain, namely the overarching desire to control workers

and maintain the dominance of circulating capital, the efficient valorisation of

labour power in the export led sector of productive capital had been

sacrificed.317 This led to the persistent poor productivity growth which

plagued the economy throughout the 1950s. A fact that many commentators

have noted, but provide little essential understanding of.318 Because the

dominance of circulation capital was inscribed in the Labourist compromise itself

- the escape route for capital, given the imposition of use value and need - little

could be done to arrest and reverse the poor productivity, investment and output

growth rates The shrinking of export markets was thus both inevitable and rapid

during the 1950s and became sustained throughout the 60s and 70s. The

shrinking share of exports presented itself as a permanent underlying crisis in the

balance of payments. The potential repercussions for Labourism were immense:

aggregate demand management, which had become the main vehicle through

317 An example of the circulation capital bias over fixed capital is provided by the fact that fixed capital
investment in the Steel industry amounted to only one third of the average invested in european steel, see D.L.
Burn (1961) The Steel Industry: 1939-59, CUP. AJ;, Oberbeek (1990, p123) points out, the steel industry was
no anomaly, but representative of the general trend in British industrial capitals.

318 I refer the reader back to my initial critique of de-industrialisation theory in chapter one for a full
acount of this.
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which the push for needs over profits had become manifest, would have to be

more stringentlypoliced than ever before.

Under the cover of full employment and a burgeoning shop stewards

organisation, this attack on the re-alignment of use and exchange value, would

have to be mounted with capital in a weakened position. The TUC's ability to

control the working class was by no means guaranteed and at any rate the TUC

had vested interests in maintaining Labourism. In these circumstances the

immense pressure from finance capital for the re-introduction of sterling

convertibility, proved overwhelming. The development of the Buro-dollar

market was also a related avenue of escape for finance capital. In 1958 sterling

again became an international currency. However, the contradictions merely

heightened. British finance capital became home to the euro-dollar market and

home to sterling balances which could be lost in a moment of sustained

speculation. In a word the City of London had again become the focus of

international capital exchanges. As such, it became hyper-sensitive to domestic

class conditions, which had more and more to fit in with international exchange

requirements and not Labourism (Ingham, 1984).

The inherent weakness of the British economy had been shielded by the sterling

area and, more precisely, by the fact that the trade imbalance would not translate

into the movement out of sterling by lender nations. Convertibility changed all

this. From that moment, to offset a run on sterling, the value of sterling had to be

maintained in order for it to remain attractive to holders. This gave capital two

choices. Firstly, it could commit itself to maintain the value of sterling, no matter

the domestic requirements of labour, or, indeed, industrial capital. Secondly, it

could commit itself to resisting any further lowering of interest rates and hiking

them up when required. Both of these conditions necessarily damage fixed

capital investment and the ability to export. In this respect the choices were of
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the poison chalice kind. The high value of sterling strategy to save the sterling

area, meant worsening balance of payment crises and hence the inevitable run on

sterling, which again could lead to higher interest rates to keep sterlings value

from falling further. The sterling area was lucrative while it lasted, but ultimately

a lost cause ofr finance capital and became effectively useless, as a pillar for

Labourism, from the late 1960s onward.

This was not the end of the problem facing Labourism. As the sterling area

weakened so the importance of facing the far superior competitive forces of the

EEC nations strengthened. When one combined this with the already chronic

valorisation problem, the defining limits of Labourism become clear. by the late

1950s a clear choice offered itself to finance capital: either the working class be

more stringently contained, or massive deflation and so de-industrialisation must

inevitably set in. In the ensuing two decades the opposing natures of use and

exchange value creation were never in greater contradiction as the objective

struggle of capital and labour to realise the dominance of either one or the other

over the economy as a whole gained pace within the context of all the conditions

and contradictions so far defined.

Labourism and the Modernisation Movement

The first initiative in response to the contradictions mentioned, adopted by

successive Governments, was to resecure the foundations of Labourism. Hence

the Conservative Government's moves to establish the National Economic

Development Council (NEDC) in 1962. The NEDC was to be the central hub in

a network of institutional arrangements between the TUC, government and, what
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was later established as, the CBI. Initially the idea was that the NEDC would

create the missing institutional links required by Labourists to generate the

necessary administrative mechanisms throughout the economy and State, which

would help secure capital and labour's commitment to Labourism. Agreements

would be struck on the rate and scope of investment; rate of wage increases

nationally and also the rate of growth of the social wage embodied in the welfare

state. There was nothing revolutionary about the NEDC, no side was compelled

to comply, initially. It was in fact a basic necessity of any Labourist, or

Labourist type, system. Nevertheless, the stronger institutional role was soon

abandoned and its real function as a method of containing wage inflation, by

adopting incomes policies, quickly emerged. Through the Treasury and Bank of

England, the influence of the City of London and finance capital was being

clearly expressed. Finance capital need only threaten a run on sterling, in order

to bring to heel any notions of a further supression of value relations (Leys,

1986; Gamble, 1980; Longstreth, 1979; Ingham, 1984; Overbeek, 1990).

The second strategy was to intensify the containment of the working class via a

series of national incomes policies. The 1960s were witness to five different

incomes policies, ranging from the initial 'voluntary' agreement to the 'statutory'

enforcement and on to the more direct 'freeze' on wages. The deepening

restrictive nature of each were indicative, once again, of the Governments pro

finance capital stance. As has been recorded, each incomes policy ultimately

failed to contain working class demand. In fact they simply lead to the

beginnings of a re-politicisation of the working class. The large public sector

workforce were the only ones who suffered as a result of incomes policies. A

large proportion of public sector workers sold their labour power outside of the

law of value. A process which meant that any control over wages was invariably

perceived as a political act. By the same token the public sector workforce feel

the pressure from finance capital's fetishistic requirements to establish stringent
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money controls, not as a natural law of the markets, but as a political act by the

Labour Government of the day (Hyman, 1975) to reduce the standard of living

and renege on the their commitment to extending the social wage. Thus the

political struggle over wages soon becomes a wider class struggle over the social

wage. The knock on effect to the market sector, proved to be a major issue of

concern, during the 1960s and 1970s. Leapfrogging wage rises and the offensive

too them taken by capital and the Govrnment, merely fueled the latent militancy

and extended the politicisation of workers. The underlying process was to make

the choice between needs and profits that much starker and uncompromising.

The sterling crisis of 1966, exaserbated the polar opposition emerging between

use and exchange value. The inability to control the economic militancy of

labour, eventually forced the Labour Government to expand the public sector and

go for growth, by tackling finance capital head on with an enforced devaluation

of sterling in the teeth of strong oppositional forces in the Treasury. Commodity

fetishism was weakening even more and labour was moving from a class in itself

some way towards a class in itself. Thus, although still policed by the Stalinised

left and the TUC bureaucrats, a chain reaction of sit-ins, work to rules and

takeovers by workers was set off by the late 1960s. As Spencer points out, from

the abortive worker takeover of GEC factories on Merseyside, to the successful

occupation of the Upper Clyde Shipbuilders, developed a succession of

strategies struggling to break free from the control of the TUC and Labour Party.

'Work-ens, work-ins, sit-ins, occupations, etc,' all became methods of industrial

action which, 'strikes at the heart of the ownership question',319 and, one should

add, the question of who should control the surplus.

That the incomes policies had backfired in such a drastic way for Labourism, can

be of little surprise, in view of the fact that the policies had driven a wider wedge

into the commodity form of production. Labourism, as, perhaps, finance capital

319 B. Spenser (1989), Remaking the Working Class: Shop Stewards Experience, p22, Russel Press ltd.
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had always feared it would, was being gradually transformed from the

containment of the working class into the working classes bridge head to the

State. They may not have physically entered the 'corridors of power', but the

immanent power of their class power were beginning to dictate the terms and

conditions of Labourism. Primarily this transpired as the dictation of use value

and need over exchange value and profit. The problem for capital was diagnosed

by The Donovan Commission, a Royal Commission of academics, industrialists,

finance capitalists and trade union bureaucrats, established to discuss the

'problem of labour'. Despite the usual reification of the central issue, they struck

at the heart of the problem for capital. The Labourist system, the report

concluded, had brought into being an industrial relations system, which exhibited

two opposing tendencies; a formal collective bargaining arena and an informal

one. The conflict between the two had caused (so the Donovan Commission

argued) the poor productivity, poor investment rates and the creeping inflation

which had retarded British capitalist accumulation since the war. The essence of

their argument can be summarised as follows: on the one hand, the formal

mechanisms, controlled by the TUC and trade union bureaucracy in general,

policed the setting of national wages and re-routed class conflict into harmless

reform. On the other hand, there had developed an informal collective

determination over the sale of labour power; one controlled by the rank and file

and their shop stewards committees. The latter persistently broke through most

national agreements and used the full employment conditions to exact wages

without apparant regard to profitability. What is more, they resisted a significant

number of attempts, at the point of valorisation, to restructure the labour process

in an effort to increase relative surplus value extraction. The policing role of the

trade unions and management had failed to curb this by impose even more

rigorous formal bargaining procedures. As a result capitalists were forced to

raise prices to cover the wage demands and the 'restrictions' imposed by workers

on the rate of exploitation. This conflict, in turn, lead to further balance of
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payments problems and inevitable economic decline. If this persisted,

Labourism would come to an end. The Donovan Commission was a bulwark for

Labourism and suggested the only remedy open to it: more bureaucratic policing

of the working class. To this end, successive Governments were encouraged to

set new agenda for industrial relations. Specifically, no strike 'cooling off

periods and the formalisation of rank and file shop stewards and their

committees. It was thought that by tightening up control within the labour

process, increased authority to determine the sale and use of labour power would

shift to national and economy level, and so shift further into the sphere of

influence of the Labourists. In effect the tighter bureacratisation of labour was to

be the basis upon which the polar oppositonal trends of use and exchange value

were to be anchored. If the anchor held, then class compromise could be

effected. ANy weakness or fault lines and the polar opposition would produce

ever more militant responses from capital and labour. Particualrly so as the

inflationary spiral implied by the opposition, would weaken even further the hold

of the value relation. If labourism failed, in other words, finance capital would

put immense pressure on the system to eradicate all restrictions on capital

movement and the inflationary excesses of the State; while labour would push for

further devaluations of money capital, greater rises in living standards and

workers democracy to ensure these claims were carried through.

Initially, the balance of class forces went against fmance capital, as the

subsequent devaluations of 1967 and 1972 testify. The 1967 devaluation,

coupled with the Wilson Government drive for modernisation, made it appear

that a regroupment of capitalist forces within industry, in reaction against fmance

capital, was to be significant. The rationalising mergers of the 60s320 and the

rapid move towards more 'efficient' organisational structures (the 'M'-Fonn)

320 An indicator of merger rationalisation is suggested by the fact that by 1970 the top 100 manufacturing
Companies accounted for 41% of manufacturing output, double the share enjoyed by the top 100 Companies in
1949, see Prais (1976) The Evolution ofGiant Firms, 1909-1970, CUP.
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(Nichols, 1986, p148-9); combined with the anti-labour policies of the Labour

Party embodied in their document In Place Of Strife (1970) and Tory Party

Industrial Relations Act (1971), was evidence of a concerted effort by Labourist

forces to bring both labour and finance capital to heel.

The Labour Party and Tory Party commitment to taming the economic strength

of the working class cannot be doubted. Neither can their commitment to

bolstering the ailing bureaucratic atomisation imposed on the working class by

the twin forces of trade union bureaucracy and personnel management. It is

estimated that between 1963 and 1979 the personnel management function grew

steadily from a figure of between 10, 000-15, 000 to 50, 000. As Pimblott

suggests, 'it appears likely that representatives of personnel managers and

industrial relations specialists on the governing bodies of organisations is

strongly associated with the centralisation of pay bargaining' (1990, p294). In

Place ofStrife (1969) the Labour Party response to the findings of the Donovan

Report, aimed at cutting the basis of working class resistance to the new

rationalisation measures in industry. It proposed to give government direct

powers to settle inter-union disputes; to impose a compulsory 28 day 'cooling off

period in the case of 'unconstitutional' strikes; to set up an Industrial Board to

oversee the imposition of fines; to restructure informal bargaining, by

incorporating the shop steward movement into the bureaucracy of their trade

unions. Finally, in exchange for a greater effort by the trade union bureaucracy,

to quell revolt from below, the government would enforce closed shop

agreements, and provide greater protection over issues such as 'unfair dismissal'.

This left Labourist strategy was stillborn, due to the failure of the Labour Party to

get re-elected in 1970.321 Taken as a whole - rationalisation through mergers;

321 Blackburn argues that Labour would have failed anyway due to its 'sentimental attachment both to
bourgeois society...an to the osolete Atlantic formula'. I think it more fundementally correct to argue, as I have
done above, that the Labour Party would have failed because the poor productivity..etc, and circulation
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reorganisation of the large scale Company structures along 'M'-form lines; the

development towards personnel management and centralised collective

bargaining - the period was the peak of a trend in British capitalist society

towards what has been referred to as 'Corporatism,322 A project quite different

than Labourism which, as argued is the outcome of the containment of class

conflict within a declining capitalism which imparted, not a productivist or fixed

capital bias, but the maintenance of circulation capital bias alongside

bureaucratic atomisation of the working class. The election of a Tory

Government in 1970, marked a definite movement away from anything like the

ideal model of 'corporatism' and especially the haunting reality of the Labourist

compromise. The move away was eventually to find its logical outcome in the

election of the Thatcher Government in 1979. A mixture of right Labourist and

finance capitalist motives are evident in the political strategy adopted by the

Tory Government of 1970-74 to contain the threat of the working class.

7.7 The beginning ofthe Endfor Labourism

The main representatives of industrial capital, the CBI, favoured state regulation

of industrial relations implied by the Labour document, but were most certainly

against any notion of its other aspects such as state control of industry and

'worker representation on the board'. They were, therefore, resistant to any

capital/short termism mentality, was structural to the 'success' (not in some abstract 'efficiency' sense) in
controlling and containing the threat of the working class.

322 Technically, 'Corporatism' is defined as a system of interest mediation..on a non-voluntaristic basis.
The full implications of the social process are that markets are heavily circumscribed in a society where the
state cordinates the actions of major institutional groups (labour and capital), through a rigid hierarchy of
bueaucratic controls. It mplies the possibility ofthe termination of class struggle (hence 'corporatism' remains
an unrealisab1e goal). However, protagonists of the theory suggest societies are capable of drawing near to the
ideal, for example, Fascist Germany. Proponents of the theory in practice, for example, Labourists in Britain,
claim the Corporatist body can be interlocked with social democratic politics. The reality, however, as the
1960s and 1970s have revealed, is rather different - class conflict cannot be institutionalised out of existence!.
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further movement to corporatism, despite the oft cited claims to the contrary

made by large paternal capitalists such as Weinstock. If nothing else the

dominance within the large industrial capital's of the institutional shareholders,

through their ability to exact changes to the value of shares, not to mention their

ability to exert minority control (see earlier chapter on finance capital), blocked

any paternalistic desires to consolidate corporatist relations with labour.

In this respect the Tory Industrial Relations Act (IRA) (1971) appears to have

gotten things just about right for large industrial capital and the interests of

fmance capital. Firstly, it advocated legal sanctions against trade unions and the

working class, while rejecting any notion of an incomes policy. The lesson had

been learned: incomes policies politicise the working class and are instrumental

in weakening the bureaucratic containment imposed by Labourism. Secondly,

the Tory Government adopted two (ultimately interrelated) strategies. A Neo­

Liberal strategy for the wider economy and an industrial relations strategy

specific to the re-commodification of labour power. The Neo-Liberal economic

strategies aim was to rehabilitate and extend the sphere of influence of

commodity relations. the regulatory powers of the NEDC were to be reversed

and a market lead revival of the economy was to be introduced. Subsidies to so

called 'ailing duck' industries would end, while stringent control of the money

supply would again become the orthodoxy (the end of Keynesianism). The

hoped for result would be deflation, an easing of the balance of payments

problem, increased competition between firms, unemployment and a reduction in

the collective power of labour. The Industrial Relations Act was designed to

work in tangent with the above. As the discipline of the commodity form of

production took affect, labour's own commodity status was to be re-invigorated

and collective power weakened. The closed shop facility was to be weakened;

the rights of individuals within trade unions were to be strengthened in such a

way as to legally undermine collective decisions; a 60 day 'cooling off period
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before industrial action was to be introduced, as well as individual ballots before

strike action.

These strategies of the 1970-74 Heath Government were not simply an attempt

to deal with the ailing exports industry, spiralling inflation and the chronic

balance of payments problem, crucial as these were. Nor was it simply the

outcome of a sudden realisation of the Government that British capital's

international accumulation strategy had to be re-orientated from an 'Atlantic' to a

European one (Blackburn, 1971; Overbeek, 1990). Although this too has some

truth. In a more profound sense, the Heath Governments strategies were an

attempt to break with the Labourist containment of the working class.323 The

balance of payments and inflation problem had been driven to crisis proportions

by the prospect of the break up of imperial preference and the pressure of having

to adjust British average socially necessary labour output to EEC standards. Yet

the adjustment was an impossible one, given that one of the main pillars of

Labourism, the site of valorisation (in particular the large industrial capital's

which dominated the economy such as GEC, ICI, British Leyland, British Steel

etc), had been structurated in such a way as to give finance capital maximum

flexibility through the dominance of circulating capital. As explained earlier,

informal pragmatic collective bargaining, overlain with the formal structures of

worker atomisation provided by personnel management and trade union

bureaucracies, on the one hand and short term circulation capital bias within the

large productive capital on the other hand, were a crucial manifestation of

Labourism. As were its empirical results: poor productivity, low rates of growth

and investment. Thus the problem was not so much one of an international re-

323 Much has been written about the cohesions and breakdowns of 'international capital' vis-a-vis nations
in the age of imperialism. While helpful in setting some crucial aspects of the context of the class conflict
between capital and labour and some of the courses of action open or closed to capitals; it should not be used
as a substitute for such an analysis, yet this has been by and large the case within Marxist 1itrature (eg, see R.
Blackburn, 1971; Oberbeek, 1990). One must insist that the underlying contradiction betwen capital and
labour, not capital and capital, via some abstract 'imperialism', is the real ground upon which an
understanding of the aims, concessions and contradictory policies capitalist governments are forced into.
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orientation, or peicemeal reform, but one of the beginning of the end of an epoch

of the Labourist containment of labour. Commodity fetishism had failed, now

Labourism was failing. A fact inherited by the Thatcher administration.

In as much as this was the real underlying issue to be resolved by capital, then

the two strategies unfolded by the Tory Party in 1971 were indicative of the fact

that, far from driving harder to maintain Labourism, most sectors of capital

wished an end to Labourism. None more so than either the smaller capital's or

the financial institutions of the City. Small capital's because they had been

emasculated by economy wide incomes policies, the collective strength of labour

and taxation claims which bore little relation to their rate of accumulation or

specific market conditions. Institutional share holders and financiers wished an

end to Labourism because they had been hemmed into a declining domestic

economy where valorisation was proving ever more difficult, due to the

politicisation of the working class, which had increased each passing year of

Labourism. Trapped within the British economy, buying and selling shares in a

vane effort to boost short term dividend profitability, against a backdrop of

escalating worker discontent, could only ever be a short term response. One

fraught with increasing danger, as the economy slowed and the working class

breached the barriers of their bureaucratic atomisation, to defend what they

perceived to be a social contract between themselves and left Labourists to

provide needs regardless of profit. The CBI may have voiced reservations about

the IRA (Leys, 1986; Coates, 1989), but, caught in a vice between the TUC's

inability to control the working class adequately and embroiled in

disenchantment amongst capitalist with Labourism, the CBI could bring no

strategy of its own to the bargaining table.
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7.8 The Final Collapse.

The historic defeat of the Tory Government has been well documented, both in

its ability to enforce deflationary policies and to control the collective power of

the labour movement.324 By 1972 the IRA had been shelved, laid to ruin by

the working class.325 In the same year a complete reversal of economic policy

had occurred. The infamous 'Barber Boom', set in motion a massive reflation of

the economy. The Tory government had backed down and recommitted itself to

Keynesian demand management. The Tory Government made some noises in the

direction of corporatism, but the commitment was only half hearted as the TUC

terms were too demanding.326 Finance capital were being made to pay for the

Governments failed attempt to remove Labourism and now had to bide its time

before making its next move to attempt to dissolve the Labourist compromise.

The majority of commentators, quite correctly, point to the political ineptitude of

the Heath Government over its handling of the two strategies, as well as its

misfortune in carrying through the attack on the labour movement just when the

world economic crisis and OPEC oil embargo hit Britain. While it is quite right

to say that the Government were inept in using civil law (a tactic which made

'martyrs' of the working class, around which they could collectivise their threat to

capital); and correct to point out that they attempted too much industrial relations

reform too soon (a fact which gelled further still the collective response of

324
For example C. Crouch (1979); A. Barnett (1986), Class Struggle and the Heath Government, NLR,

No 77. D. Coates (1989).
325 The TUC had also felt the pinch of government policy to bring an end to Labourism. This had the

effect of weakening the TUC's desire to control worker militancy; in fact the opposite was the case. The TUC
eventually backed the call for a General Strike to bring down the IRA. The gaoling of the 'Pentinville Five'
(Dock workers gaoled for breaching the IRA), brought the whole process to a head, leaving the Government
no option, but to either take on the working class at a time when the TUC were unwilling/unable to stop them,
or backdown; the latter was of course prefered at this particular moment in the balance of class forces.

326 The Government brought the TUC and CBl together for talks about the formulation of economic
policy based on the NEDC. However, according to Fox (1985, p402), 'The union proposals which ncluded
repeal of the IRA and the Housing Finance Act, were deemed to be too high a political price and the
government backed off.
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labour). However, such diagnosis continue to miss the main point of why the

response from the working class was so explosive, so immediate and so damning

for capital. To explain this one must refer to what the elimination of Labourism

meant in terms of the commodityform of production relations.

It has been argued in this thesis that, commodity fetishism, as the capitalist

labour control mechanism has gone into decline. The source of that decline lay

in capital's incessant need to abstract labour in production and exchange in order

to increase the efficiency of relative and absolute surplus value extraction. Yet

the abstraction of labour transforms itself into working class socialisation in

production. The subsequent collective organisation of its leading sections

against capitalism limit capital's ability or desire to further the abstraction of

labour. Due to this limit, fixed capital investment declines, as does the capitalist

mode of production. The decline issued forth capital's primary response: the

development of finance capital and its dominance over the economy and labour.

Finance capital initially used parasitism, de-industrialisation, slump and the

resulting high, sustained levels of unemployment, in their attempt to regain

control over labour. Although surplus value extraction suffered, finance capital's

profits did not necessarily do so, due to monopoly pricing and more importantly

the export of capital.

However, this was only ever a short term strategy of labour containment and, as

explained, a new strategy had to be institutionalised; one which supported ailing

commodity fetishism and allowed the continued development of the abstraction

of labour in production and exchange. Thus the Labourist system came into

being in order to re-establish control over labour. The essential task was to

allow the further abstraction of labour in production to continue, while resisting

the negative effects it has on increasing the social integration of labour power

and the effects this subsequently has in developing class wide action and
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consciousness against the system. For this, Labourism has to penetrate the

whole of society - the state, the economy and the site of valorisation itself. As

argued, The Labourism which slowly emerged to actuality after WW11,

attempted to gain this level of penetration. The sum total of social welfarism, full

employment, Keynesian management of money, national collective bargaining

system, and the combination of personnel management and trade union control at

the workplace, sought to penetrate every pore of society and in so doing contain

the working class in a bureaucratic straitjacket. The purpose was to politically

atomise collective labour and chanel labour inot abstract collectives, limited to

reforming the fundemental condition of alienation.

The inherent contradiction between capital and labour in the face of a declining

capitalist system, proved to be far too strong a force for labourism to resolve.

Labourism brought control, but at the price of poor productivity, poor investment

in fixed capital and output growth rates vis-a-vis competitors. Nevertheless,

Labourism, for a period, resting upon the pillar of Stalinism (see earlier

explanation), did contain the potent force of socially intergrated labour. The

containment strategy was weakened considerably, however, when the institutions

of the sterling area, as a central material support pillar of Labourism, eventually

crumbled. The 1960s bore witness to the fact that, as Labourism grew weaker,

its institutions became accessories to the re-politicisation of the working class.

The class had gained entry to the State and Government policy. It began to use,

as a kind of 'battering ram', the very institutions (collective bargaining, full

employment, social welfare commitment to the meeting of needs) which before

had served to emasculated labour. Thus, when the Tory Government decided to

dissolve their commitment to Labourism, they were effectively dissolving the

control mechanism over labour at the very same time as labour had become

politicised into defending them. The outcome served only to strengthen the

inherent socialisation of labour and intensify its political will to resist capital.



364

As history reveals, the TUC were way behind the working class and finding it

increasingly difficult to head off their political confrontations with the state. The

mineworkers victory in 1972 and more infamous one of 1974, which had ushered

in the three day weeks and blackouts, were merely the head of steam generated

out of the wider social unrest, guiding, focusing and radicalising it. As Kessler

puts it the three day week and the blackouts thrust 'industrial relations into

peoples homes - their lights went out - and that raised the significance of

industrial action in pursuit of wage claims to a new political level' (p23, 1992).

The effects of the Stalinist influence over labour, however, were reinforced. The

doctrinaire belief in and uncritical acceptance of a national state socialist project,

was always to be the reef upon which the working classes militancy would

flounder. It is around such a project that the Labour Party and trade union left

(then called the Bennites) could fulfil their historic role for capitalism; welding

the working class to Labourism once more. The fact that the revolutionary left

was either seduced by the Labour Party and/or were wedded to the view that

something inherently progressive and socialist was at work in the USSR, left the

working class with little direction to channel its discontent, accept into electing a

Labour Government once more. The left of the Labour Party, in winning the

political head of the working class to Labourism once again, had won the right to

at least call the manifesto shots of the incoming Labour Government of 1974.

The result was that Labourism was provided with the all too necessary radical

twist in order to dispel the militancy of workers and draw them back into

reformism. The new twist was that use value would be given even higher

prominence as a telos for social relations than Labourism had endorsed hitherto.

Exchange value and its criteria was to be a poor second. Empirically, this

revealed itself in the Labour Party manifesto as a massive expansion of social

welfare; firmer commitment to full employment; stronger emphasis on demand

management; and the extension of the nationalisation programme into industry
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and the financial institutions of the City. As Hawkins points out, 'The idea

behind the contract..was that workers might be induced to moderate their claims

for higher money wages if their 'social wage' was improved. In return the TUC

undertook to persuade affiliated unions not to push for increases in the real

incomes of their members' (Hawkins, 1978, p72-3).

Against the backdrop of world recession and the OPEC oil embargo, the further

re-alignment in the commodity form of production relations, which the

commitment to a 'social wage' on the scale envisaged in 1974 implied, only

intensified the antagonism between capital and labour. The result in 1974-75

was an effective strike in fixed capital formation leading to a 'three fold increase

in unemployment,327 to 1.5 million and 25% inflation. Known empirically as

'stagflation', its historically specific significance lay in its revelation that the unity

of exchange and use value, which held commodity relations together, was

beginning to stand in outright opposition, tearing apart commodity production

relations. One estimate has it that profits as a percentage of GDP fell between

1972-76 from 14% to 9%.328 As measured by the effective sterling exchange

rate, the value of sterling had fallen by 29% between 1971-5.

Keith Joseph, one of the leaders of the new Neo-Liberal faction within the Tory

Party, was adamant that British capitalism was heading towards destruction and

eventual 'socialism'; propelled by the institutions of the Labour Party and trade

unions, who had little control over the workers they 'represented' (see Coates,

1989). His worries for the negative destruction of capitalism were well placed,

which is more than one can say for his views that the Labour Party were leading

workers to socialism. The social contract entered into by workers and the

Government, which was suppose to enhance needs over exchange value (the

327 P. Ormerod (1992), Government Policy and Profitability, cited in J. Mitchie (edt), The Economic

LegaG,fg p294, Academic Press.
3 P. Ormerod (1992), ibid, p294. This calculation excludes oil and is net of stock appreciation.



366

'social wage'), in return for observance of an incomes policy, was more than a

little one sided. Faced by world recession, runs and threatened runs on sterling

and inflation (which appeared to be getting out of control), the Labour

Government implemented its incomes policy, but refused to carry out most of its

promises to labour. A case of a 'contract' on the basis of all exchange value no

use value. As Glyn & Harrison observed, 'Neither Benn nor the Tribunites

fought effectively against this line'. Any talk of an 'alternative economic

strategy', was confmed very much to the corridors of Parliament and viewed as

the usual 'Top down' socialism, through legislative slight of hand (1980, p110­

11). With little political organisation to back up it economic muscle, the working

class would remain entangled in the machinations of Stalinst influenced left

politics. The TUC were brought into central frame to face down pressure from

the rank and file and impose the incomes restraint on member unions.

In the context of this there was a run engineered on sterling which forced the

Labour Government into acceptance of another IMP loan. The loan came with

conditions not surprisingly beneficial to finance capital. The Public Sector

Borrowing Requirement had to be cut by £3 billion and control of the money

supply was to be the focus of policy, not commitment to full employment. The

Labour Government faced down wage rises in the public sector with renewed

vigour, while the TUC done likewise in the private sector. The government then

proceed to uncoil its commitment to Labourism at the behest of the City and

IMP. One after the other, it ended its commitment to Keynesianism, to any

notion of physical planning and ushered in monetarism. As a result, alongside

wage restraint, the working class were now asked to accept a total re-alignment

in commodity relations. Cutbacks in social welfare commitments, the

deflationary control of money supply in the overall interests of value

accumulation and the introduction of a viable reserve army of labour. The

Labour left remained silent.
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Once the promise of 'socialism from above' had collapsed, the working class

mobilised to smash Labourism, the so called 'winter of discontent' being the

empirical manifestation of this. However, with no political guidance, except the

negativeness of 'state socialism', the smashing of Labourism proved to be a

wholly negative affair. The Labour movement collectivised in a negative show

of strength to smash Labourism, then disbanded to leave 'Thatcherism' to emerge

out of the ashes. The 'Alternative Economic Strategy' of the left appearing

ludicrous in a situation where capital was running away from, not embracing,

further mutatations of Labourism.

With full recognition of the the failures of the 1971 IRA, the new Thatcher

faction sought to squeeze out the last vestiges of Labourism which had enmeshed

capital and labour. The trade unions, useless in their ability to control labour had

to be by-passed. A series of 'Employment Acts' throughout the 1980s and 90s

were deployed. They were designed, not so much to control 'union power', (the

real problem was that unions lacked any real power), but to de-collectivise the

working class, as a preemptive strike before attempting to recommodify labour

power. While this route was taken, and in an effort to speed up

recommodification of labour power, fmance capital was set free to ravage the

domestic and world economy in its parasitic craving for profit over and above

surplus value extraction. The results of the past 15 years of political atomation,

structrual unemployment and slump economics, in an economy in rapture to

parasitism from the City of London, in the form of deregulation, privatisation and

recommodification, is evidence of the fact that Labourism, as a strategy of labour

containment and the containment of capitalist decline, has been well and truly

abandoned by the British ruling class. The slump and structural unemployment,

may have succeded in atomising labour, but is, more essentially, evidence that
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capital has distanced itself further still away from labour, and is ultimately,

therefore, the harbinger of a steepening of the slope of capitalisms decline.
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