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1. the background 

" This honourable and open alliance " , 
Pete Curr·an of the Gasworkers ·at the 
1908 Labour Party Conference on vhe 
links between the unions and party. 

For most of the past eight years, the 
Labour Party and the trade union move-
ment have wo·rked closely ·togethe:r in a 
rev.ived ·alliance known as the social con-
tract. Despite the severe difficulties with 
which the Labour government has had 
to grapple since taking •office in March 
1974-rampant inflation, mass unem-
ployment, balance of payments deficits , 
a weak and uns~able currency, •an alarm-
ing deterioration in the position of 
British manufacturing, cuts .in real living 
standards for the first time since the end 
of the second war-the partnership be-
tween the unions and Labour in office 
has proved surprisingly resilient. During 
the 1964-70 period of Labour rule, the 
two wings of the movement failed to 
susvain a common sense of purpose. And 
in the early summer of 1969 the In Place 
of Strife White Paper (intent on com-
pelling union reform under the stimulus 
of legislation) brought government and 
roc to a state of virtual civ·il war. In 
contrast, during the seventies there has 
been no parting of the ways, no drastic 
rupture, despite the doubts and a1arms. 
Even the tensions ·and conflicts of the 
past four years of Labour government 
have failed to tear apart the social con-
tract. Loyalty, self-interest, a will to 
survive, above all •a clearer identity of 
the needs and limitations bound party 
and unions together closer than perhaps 
at any •t·ime since the early 1930s. 

Nevertheless, the social contract has 
never ceased to arouse widespread con-
troversy since its tentative beginnings ·in 
the aftermath of Labour's 1970 election 
defeat. For many It is viewed as the 
unacceptable face of British trade 
unionism, which has brought ·a vast and 
tyrannical union power and influence 
into the v·ery seat of ,government, where 
it threatens the existence of representa-
uve paruamentary democracy. The social 
oontract has been condemned by Con-
servatives as a corrupting, unconstitu-
ti·onal alliance that menaces individual 
freedoms. It .is seen as the triumph o.f 

~ 2; ,, 
selfis ectionalism over t e wider con-
siderations of the " national interest". 
Such criticisms are commonplace ·and 
hav·e been since the unions founded the 
Labour Party ll!t the turn of the ·century. 
Nowadays they form an integral part of 
the dangerous, seductive myth that trade 
unions actually govern Britain. Union 
bosses are caricatured as the new barons, 
intent on privileges, perks and the acquisi-
tion of power without responsibility, 
answerable to no-one. The Labour gov-
ernment .is accused •of being a mere 
cypher -of the roc and Jim Callaghan 
Len Murray's poodle. There is a fear 
(not confined to the anti-•Labour camp) 
that the social contract has brought about 
the rise of the corporate state, where 
behind closed doors union leaders and 
cabinet ministers hammer ·OUt policies 
affecting the well being of everybody else 
and then imp·ose .these by force majeure. 

The primary ·aim of this pamphlet .is to 
dispel some ·of the mythology about the 
social contract, through a close scrutiny 
of what it has actually achieved during 
the past four years of Labour govern-
ment. H will assess just how substantial 
an impact the roc 'has exercis·ed over the 
course of political events and will argue 
that the unions have been unfa'irly casti-
gated as scapegoats for our relativ·e post-
war economic decline and that despite 
their innumerable faults (due more to 
chroni·c weakness than over mighty 
strength) they are not the guilty men, 
as often portrayed by ·economic com-
mentators. The Conservatives h a v e 
launched a bitter, often hysterical ·attack 
against the t·rade unions for their alleged 
domination. This needs to be answered 
after a thorough look at the facts. 

The pamphlet will argue that the social 
contract between Labour and the unions 
remains the best, last hope for tnns-
forming this country into a more pros-
perous, just •and humane society in which 
to live and work, less divided than today 
by class, status, snobbery and prejudice. 
All over north western Europe, par-
ticul-arly in Germany and Scandinavia, 
social democratic par·ti·es ·and ~rade unions 
are working together ·in harmony to 
create richer, fairer societies for all their 
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people. The social contract happens to 
be the British way in what has become 
a recognisable development over large 
parts of the continent. 

The recession since 1974 has done 
much to diminish the hopes and ideatsm 
of the sixties. Inflation and unemploy· 
ment have returned to bewilder the 
western world and future economic 
growth can no longer be assured. Those 
who wish to destroy the welfare state and 
institute the rule of the 1iberai market 
economy in all its rigour no longer lie 
on the lunatic fringe of politics. Their 
over-simplified, instinctive solutions to 
complex problems have an immediate 
appeal to many who only a few years 
ago would have recognised the need for 
dirigiste economic policies and social 
welfare provision. If the appeals of 
monetarism and Laissez faire are to be 
resisted, we must ensure that the social 
contract continues stronger than ever into 
the eighties through a common pro-
gramme of practical action. The two 
wings of the Labour movement together 
must formulate new, realistic answers to 
the challenges of the next decade and 
not turn blindly to the slogans and 
dogmas of the past. The social contract 
must stand firm against the common 
enemy. This will not be easy but there 
is no other way, unless Labour wants 
to become nothing more than a discon-
tented sect, rather than a popular, rna s 
part of government with an idealistic 
vision. The second part of the pamphlet 
will examine areas where the common 
programme should develop. We must 
avoid any tedious check-list of doctrinaire 
demand (a Ia Labour Programme 1976) 
held together by neither vision nor argu-
ment. If Labour and the unions intend 
to work in barnes , they need clear sign 
posts and agreement about how the social 
contract ~hould develop. 

the making of the 
social contract 
The oc1al contract wa born in the bitter 
aftermath of Labour' 1970 defeat. There 
were call for a revived alliance between 
the union and the Party at the 1970 
Labour conference, notably by Jack 

Cooper of the GMWU .and Bill Simpson 
of the Foundry Workers' Union, but it 
was a year later that Jack Jones launched 
the initiative for the social contract, a 
new understanding between the party 
and the unions. He told the 1971 con-
ference "There is no reason at all why 
a joint policy cannot be worked out. But 
let us have the closest possible liaison. 
This is not just a matter of brainstorming 
in the back rooms of Congress House 
and Transport House just before the 
next election. In the past we have not 
had the dialogue necessary. The unions 
and the Pa·rty le-adership perhaps have 
been both unsure of their own ground 
but we can make this policy into a great 
campaign to open up the approach to 
genuine industrial democracy based on 
the unions." 

Union leaders and the shadow cabinet 
found a new cohesion in their opposition 
to Edward Heath's Industrial Relations 
Bill and it was decided in autumn 1971 

"'to establish a committee (which con-
firmed that the two wings of the move-
ment had reached accord) on a more 
permanent basis. Through their bloc votes 
at Party conference, their cont·rol of 18 
seats ( 12 trade union, 5 women, 1 
treasurer) on Labour's national execu-
tive committee and their domination of 
the Party' finances, the unions have 
always played a crucial role in the Party's 
history, from the time many of th m 
helped to found it in 1900. During the 
30s and early 40s, Party and roc worked 
closely together. Indeed Professor Samuel 
Beer in Modern British Politics (Faber 
and Faber, 1966) called the arrangement 
during 1940-1945 "the social contract". 
But the ties grew more tenuou and 
strained during the 60s. Now the Liaison 
Committee was to repair the damage and 
bring the Par~y and unions together in 
the formulation of a future policy for a 
Labour government. It met for the fir t 
time in January 1972, bringing together 
six members of the hadow cabinet led 
by Harold Wilson, six from the ational 
Executive Committee (NEe) and ix from 
the roc led by Vic Feather. 

Within ix month a joint tatement 
was issued by the Liaison ommittee on 



industrial rdations policy, calling for the 
repeal of the Indus~rial Relations Act and 
the creation of a Conciliation and Arbi-
tration Service, independent of govern-
ment .and made up of employer and 
union representa.tives. It also called for 
an extension of worker rights over mem-
bership <Jf a union, unf.ai•r dismissals, 
shorter qualifying periods for minimum 
notice and longer periods of notice from 
employers. Trade unions were to take 
employers who refused them recognition 
or ·information for collective bargaining 
before a·rbitra:tion committees. Thei·r rep· 
resentatives •were to be given statutory 
rights on safety and health at work. 
(These provisions were mostly enshrined 
in the new labour laws of 1974-1976.) 

By \•ate summer of 1972, the Li·aison 
Committee h'ad decided to expand its 
work into economic policy looking in 
particular at the obstacles to sustained 
expansion such as inflation and the 
balance of payments. On top ·of this, 
there was to be an examination of,. 
industrial democracy ·and ·regional policy 
as well as new strategies to deal with 
unemployment. 

The next policy statement from the 
Liaison Committee came in January 1973 
when Harold Wilson and Vic Feather 
unveiled Economic Policy and the Cost 
of Living to a ·critical press at Transport 
House. This was •a shopping fist of pro-
posa:ls for the next Labour government. 
It included control of basic food prices 
through subsidies, subsidisation <Jf public 
transport fares, the public ownership of 
land for building purposes, a " large 
soale" redistribution of 'income and 
wealth, the phasing out of social service 
charges ·and an " immediate commit-
ment" to pension increases-to £10 a 
week for single pensioners and £16 for 
couples. The statement .added " the first 
task of a new Labour government would 
be to conclude with the TUC a wide 
ra>nging agreement on the policies to be 
pursued .in •a:ll these aspects of our 
economic life and to discuss with them 
the order ·Of prio•riti·es for their fulfil-
ment." A further statement ·on the EEC's 
oommon •agricultural policy followed in 
July. Although Labour's Programme 1973 
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provided the •basis for the Party mani· 
festo in February 1974, it was clear the 
Liaison Committee was going to play a 
key role in future Labour policy making. 

Indeed, at the moment of taking office 
that March, the decision was taken to 
keep the Liaison Committee in existence 
and meeting every month with the Prime 
Minister and senior ministers in at·ten-
dance. By the winter o'f 1975/76, it was 
to the Liaison Committee •that the cabinet 
looked for help and guidance rather than 
to the Ief•t dominated NEC which wen:t 
into relative eclipse. There was just one 
burning issue that the Party leaders and 
union bosses on the Liaison Committee 
refused to touch-a future incomes 
policy. 

implementation 
.---~~----~--~~ Between March and September 1974, 

the minority government's programme 
met with general roc approval. This is 
not very surprising. In a TUC statement 
to the 1974 Congress, Collective Bargain-
ing and the Social Contract, a check list 
was drawn up of what 'the government 
had achieved during its short spell in 
office. It amounted to ·a virtual item by 
item 'implementation of the February 
1973 Lia-ison Committee sta·tement on 
economic policy. 

The ·old age pension .increase in Denis 
Healey's first budget, putting the single 
persons up to £10 a week and a married 
couple's to £16 was the most -obvious 
result of the commitments •of the c~m: 
tract. The income tax changes to h~lp . 
the less well-off through increased allow-
ances plus ·higher •tax rates for 'those 
with large incomes were also in line with 
roc pr·iorities. There was the promise 
of the early introduction of a wealth tax 
and ·a gifts .tax. An extra £550 million 
was provided for .food subsidies, aimed 
at cutting the rise in food prices and 
in the retail price index. A freeze was 
imposed on a:ll priva>te and publ·ic sector 
rents. Not everything in the 1974 budget 
pleased the roc, especiaHy the increases 
in the pr.ice of coal, electridty, postal 
services a·nd rail fares. Nor were the 
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defence ·cuts ·as large as the TUC wanted. 
The TUC was well satisfied by the rapid 
repea:l of the 1971 Indus•tr·ial Relations 
Act, which had become the urgent first 
priority of the new government. Within 
a few days of its taking office, the roc 
had dispa-tched a dmft ·repealing Bill to 
the Department of Employment. The 
measure, p11imarily dr·awn up by the 
Tuc's 1 ega I adviser, Professor Bill 
Wedderburn, contained proposals for the 
new Conciliation and Arbitra.tion Service 
as well as provision for unfair dismissal 
clauses, but Michaei Foot, the Employ-
ment Minister, persuaded ·impatient union 
leaders that as •the government lacked an 
overall majority .in the House of Com-
mons, ·it would be impossible to bring in 
all the recommenda·tions at the same 
time. Nev·ertheless the general council 
did press hard for a change 'in the laws 
of picketing to be included in the pro-
posed Bill •to allow pickets to s't·op 
vehicles ·and peacefuHy persuade drivers 
not to cross a picket ·line. But ·again union 
leaders recognised such a controversial 
reform would not win the approval of the 
House of Commons. The Trade Union 
and Labour Relations Act, passed in the 
brief 1974 parliamentary session, repealed 
the Conservative measure but also 
ensured that unions did not lose any 
legal immunity by restating previous 
legislation. The roc did express their 
opposition to ·the government suggestion 
that " conscientious objectors " should 
be proteoted from dismissal if they re-
fused to join a union in closed shops. In 
the event, the opposition parties ·and the 
House of •Lords amended the Bill to 
weaken the protection .of tthe unions .in 
industrial disputes and closed shops. 
Nevertheless the general council "ex-
pressed their appreciation " of govern-
ment efforts to secure the successful 
passage ·of the Act on ·to the statute 
book by late July. 

One other piece of 'legislation of direct 
interest to the TUC was also passed by 
the minority Labour government. This 
was the Health and Safety at Work Aot, 
which had been previously introduced 
by the Tory administration. The TUC 
played a ma•jor pll!Pt ·in crucial changes 
in the new safety l•aw to tighten up and 

codify ex1stmg legislation and make 
enforcement more effective. The unions 
managed to achieve the provision of 
workers' safety representatives and safety 
committees in the new_Bill, though these 
were hot to come into existence untirl Oct-
·ober 1978 and, desp'ite roc protests, the 
g.overnment failed to give the reform 
any priority when it came to the pro-
vision of financial assis~ance. 

On the whole, with the important excep-
tions of the law on picketing and the rise 
in nationalised industry prices, the roc 
and the minority Labour government 
worked harmoniously together up to the 
October 1974 election. In the words of 
the TUC statement to Congress that 
autumn, "since taking office, the govern-
ment have demonstrated their commit-
ment to implementing the general 
approach (of the social contract state-
ment of February 1973)." The new 
alliance between Party and unions was 
endorsed by the ensuing election victory . 



2. TUC influence since 1974 

The taie ()f Tuc .influence over ·the new 
LaJbour government is not a similar 
success story. H is a longer tale and we 
look at it here in terms of different 
components. 

economic policy 
Over the pa&t ~our years it is extremely 
difficult to argue that the rue has dic-
tated Labour's economic strategy. Quite 
the contr.ary. Time and again union 
leaders have had to swallow unpalatable 

, measures in the supposedly wider national 
interest. In ·the face of financial realities, 
the social contract suffered from severe 
setbacks. Economic growth p •r o v e d 
illusory given .rav.aging inflatiQn, a weak 
currency and massive balance of pay-
ments deficits. The first difference of out-
look between the government and ~he 
rue .over economic policy Qccurred in 
spring 1975. 

The un'ion leaders pressed for a net 
.increase of £975 million in public spend-
ing but the Chancellor moved in the 
opposite direction with cuts in planned 
levels of expenditure amounting to £1 ,000 
million and a •reduction in demand of 
£350 million. Healey admitted .that his 
measures could not prevent an increase 
in unemployment over the million figure 
by the end of .the year. The general 
council and the Liaison Committee ex-
pressed their disappointment but agree-
ment was reached " to ensure cooperation 
in order .to prevent unnecessary misunder-
standings· and divisions". 

By this stage, the level 'Of wage increases 
(well over 25 per cent a year for many 
workers) under conditions of free collec-
tive bargaining were arousing widespread 
al•a·rm .in government. It ·is important to 
remember that .incomes policy was care-
fully avoided in drawing up the original 
social contract in ·opposition. Although 
the rue agreed to abide by the Heath 
sta>tutory pay limits until they expi·red 
in July 1974, they .insisted .t~at the unions 
-themselves would agree on pr-iorities for 
bargaining thereafter. In its statement to 
Congress that! autumn, 1the rue had 
stressed the need far a 12 month interval 

between wage settlements, •a low pay 
target of £25 a week, fringe benefits and 
moves towards equal pay for women. 

But there was a vagueness about wha-t 
the general level of pay :increases should 
be. As the rue argued " Over the coming 
year negotiators should recognise othat 
the scope for real ·increas·es in consump-
tion is limited and a central negotiating 
objective in this per.iod will be .to ensure 
that real •incomes are maintained ". 

In November '1974, the general council 
sent out a circular to affilia•ted unions 
pointing out iliat it would be " far better 
to get prices rising more slowly, with 
money wages correspondingly noot going 
up so fast, than -to have prices ·and wages 
equa.ting wi•th each other at a higher and 
·higher level, which would inevitably be 
self-defeating". Very few negotiators 
appeared to take any notice. In its review 
of the pay round in mid 1975, ·the rue 
admitted that " •there have been undesir-
able gaps in the observance of the guide-
lines " and i•t recognised that " if settle-
ments in the next round of negotiations 
were pitched at the level of some of 
those negotiated towaTds the middle of 
the year, or if new settlements were made 
before .the due daote, the prospect o.f 
·reducing inflation towards the end of the 
year •and during next year would be 
seriously .threatened". 

a voluntary pay policy 
By now the country was heading into 
an economic crisis with the pound under 
severe pressure and ·inflation rising 
rapidly. Union leaders like Jack Jones 
recognised catastrophe was staring them 
in the face. Support for a pay policy 
with norms beg·an to g·row rapidly in the 
rue. With the real threat of a govern-
ment imposed wage ceiling, the majority 
of ~he genera•! ·council endorsed a £6 a 
week .float •rate pay deal for everyone 
except those earning over £8 ,500 a year 
who got no rise beyond •increments. The 
vote in the rue was narr.ow. The govern-
ment agreed to ·accept the rue's own 
appr.oach but 1in July the Remuneration, 
Charges and Grants Act was passed, 
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which gave ministers the powers to act 
should voluntary restraint fail. 

In the summer of 1975 .the rue was 
forced to swallow some unpalatable 
truths about the state <>f the economy. 
The alternatives were an agreed and 
effective pay policy, massive bormwing 
from the Internati<>nal Monetary Fund 
or savage deflation. "Not a f.ree for all 
but a fair for all-that is our policy", 
argued Jones at the TUC, where Congress 
endorsed the new pay policy by a two 
to one majority. But as the 1975 rue 
statement, The Development of The 
Social Contract, made dear, the pay 
policy was only .part of a wider pro-
gramme •of action by the government t<> 
cushion the less well-off from tlle full 
impact of the economic crisis. The unions 
said they wanted to see much more 
·rigorous action to control price rises, the 
continuation of food subsidies to help 
low income families, the maintenance of 
rent subsidies, ·improvements in the social 
wage, manpower planning and industrial 
.investment. 

In the event, the government was unable 
to deliver the goods. Healey introduced 
two economic packages in September and 
December to " take ·the worst out of the 
expected winter :increase in unemploy-
ment". Further action followed •in Feb-
ruary 1976 to ease the jobless crisis and 
boost investment ; this was in the main 
due to rue pressure. The rue Economic 
Review in the spring caUed on the gov-
ernment to set a target of 600,000 un-
employed by 1978. H 'also supported a 
wealth tax and demanded pensions should 
be 33 per cent of average earnings of a 
full time male worker for a single pen-
sioner and 50 per cent for a couple. The 
total rue budget demand was for £1,900 
million boost (1.9 per cent of the GDP). 

In fact, the !budget was broadly neutral. 
The Chancellor proposed a trn.de-off 
between .jncome tax cuts and a further 
round of voluntary pay res~raint. If agree-
ment was reached on pay "in the area 
of 3 per cent ", then there could be an 
increase in personal allowances and 
thTesholds. The cost of ·those conditional 
measures amaunted to £920 million. 

The general council said it wanted to 
see "progress on a wide range of jssues 
such as prices, unemployment, import 
controls and investment" and a:rgued 
the overall pay rise would have to be 
more than 3 per cent. A wage deal was 
eventually agreed after lengthy talks 
between union leaders and ministers with 
a ceiling of £4 a week increase and a 
floor of £2.50 a week, but it was clear 
that rthe government had been unable to 
agree to •the wider demands of the rue. 
Ministers were not dissuaded f.rom the 
phasing out of food subsidies. Nor were 
they willing to rest•ore public expendi-
ture cuts or adopt the rue gmwth rate 
targets. The only apparent concession to 
rue pressure came in the decision not .to 
increase school meal chaTges by 5p as 
planned at a cost of £35 million. As 
Hugh Scan1on bluntly told the special 
1976 Congress called to endorse another 
year of pay ,restraint: "We did not 
ach:ieve what we wanted. We managed 
to push the wage level up to wha-t it is 
now, and we managed to get assurn.nces 
that there would be no diminution of 
the tax concessions." The second year 
of pay restraint with the enormous gap 
between the level of price rises •and wage 
increases ·involved a real cut in living 
standards, lbut as Soanlon told Congress, 
what aJ.ternative were the unions left 
with? "We honestly believed then-and 
still do-that no agreement would have 
meant a catastrophic run on the pound 
that would have made wha:t has Tecently 
happened look I<ike chicken feed." Con-
gress endorsed the new, tighter guide-
lines by a massive 20 to 1 maj<>rity. 

cuts and further cuts 
However rue backing for a fur-ther •round 
of wage restraint failed to establish 
stability f<>r sterling. Jim Callaghan, now 
Prime Minister, and Healey told the 
union leaders that the government must 
cut back 'its public sector borrowing 
requirement (PSBR) further if it was to 
restore overseas confidence in the 
economy. At its present level, the PSBR 
would involve higher interest .rates ·and/ 
or an increase in the money supply, both 
'<if whlch would severely damage govern-



ment policy. The Chancellor said he 
would have to cut PSBR by £1,000 million 
in 1977/78 and this would have to come 
from expenditure reductions ·rather than 
from higher taxes which would ruin the 
pay policy. Union Ieaders were told the 
desperate .truth: "'Early acti•on was 
needed 'to prevent a run on sterling, which 
could force the UK to borrow fr.om the 
IMP and force down the value of sterling 
to a level requiring even more severe 
public expenditure cuts. These could 
threaten the government's existence". 

The roc was not convinced and told 
Hea:ley there was no economic justifica-
tion for 'further cuts, .because present 
expenditure plans pmv·ided for a massive 
switch away from the public sector fl'om 
then until 1980. What guarantee was 
there that yet more cuts would secure 
foreign confidence? Healey agreed to a 
joint government-roc working party to 
look at the problem of the sterling 
balances, but he did not bow ro TUC 
pl'essures. Instead, he rushed through a 
p~anned package .of cuts for 1977/78 
worrtl £1,012 milHon and pushed up the 
employer's national ·insurance contr.ibu-
tion by 2 per cent to raise a further 
£910 million--'a damaging blow to the 
government's programme f.or industrial 
recovery. There was also a relaxation in 
the Price Code. The TUC swallowed the 
inevitable and replied: " It is vital to 
continue the social contmct polides and 
we wm continue to pl'ess for the imple-
mentation of these policies against the 
background Qf a desire to maintain a 
Labour government in .office." 

The government was compelled to turn 
to the IMP f.or help as the position of 
sterling continued to deteriorate. In 
October union leaders begged Callaghan 
not to succumb to IMP attempts " tQ force 
courses of action on rhe government that 
would impede gmwth " and .they tried 
to stiffen cabinet resistance to IMP public 
expenditure cuts, suggesting that ·if 
countries with strong balance of pay-
ments surpluses (Japan ·and West Ger-
many) failed to reflate, then the UK would 
be pushed ·intQ protectionism. The P.rime 
Minister Qpposed such views saying that 
the IMP l<>.an was essentially a bridging 

loan until the economy returned .to 
balance and that the size of the PSBR 
would have to be adjusted "even if no 
agreement on the IMP J.oan was reached ". 

The terms of the IMP Ioan entailed cuts 
·in the PSBR ()f £1,000 million in 1977/78 
·and Qf £1,500 million in 1978/79. This 
meant reduced spending •on l'oads, houses, 
hospitals and schools. The bulk of the 
saving came through the pos·tponement 
oc cancellation of capita'! programmes, 
and did not arise from reduced current 
spending. The !fegional employment 
premium was abolished-much to the 
distress of the roc. Food subsidies were 
virtually ended. Government holding in 
BP was reduced to 51 per cent. A new 
selective investment scheme was ~ntro
duced. 

the TUC response 
The roc grumbled, but did not break 
with the government. Indeed, ·it even 
accepted that there was no real alterna-
tive to accepting the IMP £2,300 miHion 
ioan with .its onemus conditions. As it 
said: " It has to be accepted that there 
was no reai alternative to seeking 
financial support abroad if the pound 
was to be protected against continuing 
downwa·rd pressure, the consequence 
Qf which would have been even more 
diffioul·ties on the balance of payments 
and even more unemployment". 

The 1977 roc Economic Review ex-
pressed strong criticism of "the shift in 
emphasis towards monetary economics 
and ·an over-reliance on monetary tar-
gets " and called for a budget boost to 
the economy of £2,400 million, with 
£1,500 of the figure corning in di·rect tax 
cuts. Healey's budget amounted to 
measures costing £1 ,300 million in a full 
year with the promise of £1 ,000 miUion 
more .jn tax cuts, oonditi·onal on another 
year of voiun:tary wage restra·int. But the 
union leaders were no longer able to go 
along with a further pay deal. At the 
1976 Congress, rtle roc had committed 
itself to a "planned a!"d orderly. r~tu~? 
to v-oluntary collective bargammg , 
which came to mean acceptance of the 



12 month interval between wage settle-
ments. 

During ta'lks in the sp·ring of 1977 be-
tween the TUC and senior ministers, no 
progress was made towll!fds an agreement 
on pay. In July the cabinet decided to 
push ahead without TUC consent for a 
general 'level of wage settlements " well 
within single figures " .to ensure a total 
earnings increase year IQn year of no 
more than 10 per cent. The economic 
package that summer brought an in-
crease in ·the milk subsidy, a rise in child 
be~ts and further financial aid to the 
construction, machine .tool and ferrous 
foundry •industries. Its total cost was 
£1,250 miHion in 1977/78 rising to 
£1,500 million in 1978/79 though it 
·added IQnly a net ·increase of £100 million 
to the PSBR. The Liaison Committee 
statement The Next Three Years and Into 

' The Eighties put a brave TUC faoe on 
events with an optimistic prospectus for 
the future. It spoke of the " end of a 
period of falling living standards". " Our 
task is to ensure that the s•acrifices of 
recent years hav·e not heen in va.in ", it 
argued, There was " •reluctant acquies-

1 cence" in the 1977/78 wage round. Once 
the government stood firm over the fke-
men's pay claim and agreed to treat the 
police as a future special case, the unions 
did not attempt to wreck the 10 per cent 
guidelines, though the average rise in 
earnings was around 14 to 15 per oent, 
more than the government would have 
iiked to see. 

The 1978 TUC Economic Review took a 
realistically sober view of prospects. It 
spoke of the " daunting " magni·tude of 
the unemployment problem. The TUc's 
budget proposals were for a £3,575 
rniHion net exchequer boost, half going 
in tax cuts, with particular help to the 
low paid through higher child benefits 
and personal allowances. Despite some 
critcisms, ·the 1978 spring budget was 
much closer to TUC thinking than any 
for four years. But the budget s~rategy 
fai'led to win the approval of the City 
of London and the exchange markets, 
with anxiety over the money supply and 
·the rise in the PSBR. Buyers refused to 
purchase government gilt-edge stocks to 

finance the deficit and the Chancellor 
was compelled to introduce a sudden 
mini-squeeze in early June to satisfy the 
speculators. 

trade policy 
, In this area, the TUC failed to make any 

real impression on government thinking. 
The 1974 Economic Review had spoken 
of the need for import controls to help 
British industry by restrictions on manu-
factured and semi-manufactured goods. 
Import quotas were proposed on manu-

1 
.factures, with the immediate introduction 
of an import deposit scheme. The TUC 
saw such remedies as "only a holding 
operation to allow time for measures to 
promote changes in the structure and per-
formance of UK industry to improve its 
long term competitiveness in the domestic 
and world markets ". A similar demand 
was made ·in 1975 Economic Review. 
Some form of protectionism has been 
l'UC orthodoxy for many years. Union 
•leaders claimed that the threat of retalia-
tion against British exports was much 
exaggerated and that internat•ional treaty 
obligations to GAIT and OECD did not rule 
out the use of such controls to help in-
dustries facing particularly difficult struc-
tural problems as a result of excessive 
foreign imports. In October 1975 the TUC 
sent the Prime Minister a memorandum 
entitled Imports and Jobs, which laid 
down an alternative economic strategy, 
linking trade with industrial policy. Their 
assurance that they were not advocating 
" protectionism " but only "temporary 

18 and selective action to protect employ-
ment and give time for industry to re-
structure " failed to convince Harold 
Wilson, who .told them Britain had most 
to lose from any return ·to protectionism 
and that the government had no desire 
" to protect inefficient industries", inter-
national reflation being the way to pro-
tect and create jobs. 

The TUC was not impressed by this ar~u
ment and :its 1976 Economic Rev1ew 
forcefully renewed the case for import 
controls, arguing for a modification of 
free trade through the establishment of 
import penetration ceilings to ensure ~-



ports rose no .faster than total home de-
mand. A similar call was to appear in all 
the policy documents of the rue and the 
Liaison Committee for the next two years. 
It produced fairly meagre results. The 
textiles, clothing and footwear industries 
have been helped by quota restrictions 
under the multi-fibre agreement and other 
regulations, but the government has been 
reluctant to protect other manufactured 
goods, despite the sharp rise in imports 
in many sectors. 

industrial policy 
Here again rue influence has not been 
very successful. The rue was closely in-
volved in the preparation of the 1974 
White 'Paper, The Regeneration of British 
Industry, which ootlined the proposed 
legislation for the creation of the National 
Enterprise Board (NEB) and the introduc-
tion of planning agreements. In talks with 
Tony Benn, the industry minister, the 
rue had agreed to the idea of a joint 
planning committee with union repre-
sentation to carry out the preparatory 
work for the establishment of the NEB. 
But in the face of stiff opposition from 
the CBI, the cabinet began to waver. 
Harold Wilson had earlier stepped in to 
ensure there was explicit endorsement of 
the mixed economy in the White Paper. 
The government had no intention of 
creating any massive new public body 
that would frighten business confidence. 

The rue welcomed the Industry Bill and 
its proposal to establish the NEB with an 
initial fund of £700 million, voluntary 
planning agreements and the provision of 
information about plans in manufactur-
ing industry to both government and 
unions. But ·there were protracted talks 
between the Prime Minister and the rue 
over the guidelines for the NEB. ·While 
Harold Wilson wanted to control the NEB 
acquisition of private sector companies, 
the unions advocated more freedom for 
the NEB to carry out its own strategy. In 
June 1975 the Prime Minister was insist-
ent that disclosure of information by 
companies should not be compulsory. By 
the time ·the drait guidelines on acquisi-
tion appeared in March 1976 the govern-

~ent had moved closer to the rue posi-
tion on the NEB's powers of acquisition, 
but the new Industry Act was far less 
radical and .far-reaching than the rue had 
wished for, thanks to pressures from the 
wished, due to pressures from the CBI, 
the civi[ service and within government. 
The biggest single failure was over the 
introduction of planning agreements, 

• whereby all strategic decisions of large 
companies are reached by joint employer-
union control. These instruments for 
planning were seen by the rue as vital in 

· the spread of union influence at company 
level through participation in corpofate 
programmes covering hitherto untouched 

' 'issues such as investment, export and im-
port saving and pricing policy. Along with 
the rights in the 1975 Industry Act on 
disclosure of company information to 
union negotiators, this lay at the heart 
of the new 1'UC approach to industry. Yet 
with the exception of one for Chrysler, 
we h'ave seen no planning agreements. 
As early as August 1975 when the Depart-
ment of Industry published a discussion 
document, union leaders began complain-
ing about " a slackening of commitment 
by the government". Eric Varley, now 
industry minister, assured the rue the 
government intended to have talks about 
planning agreements with a range of in-
dustries, notably petrochemicals, motors, 
process plant, food and drink. The general 
council agreed that it was " unwise " to 
insist that planning ·agreements should be 
compulsory, despite concern that their 
voluntary character made them less likely 
to influence priv·ate companies. 

The 1976 Economic Review said the r ue 
was " disturbed at the slow progress " to-
wards planning agreements and demanded 
that they should be introduced for the 
top 100 firms by 1978. Nothing hap-
pened. As the 1977 rue Economic Review 
grumbled : " No planning agreements 
have yet been concluded, even with the 
nationalised industries or with companies 
heavily dependent on state financial sup-
port ; this does not indicate that the gov-
ernment have given planning agreements 
any priority". 

Nor did the TUC manage to persuade the 
government to provide extra financial re-
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sources for the NEB. The Act provided 
£1 ,000 million for the first five years, 
whereas the TUC wanted £1 ,000 million a 
year. From the November 1975 Chequers 
meeting, which established the tripartite 
industrial strategy, the government was 
anxious to work amicably with both sides 
of industry in solving Br·itain's manu-
facturing problems. The avowed aim was 
the creation of a "high wage, high out-
put, full employment economy" with 
special tripartite working parties examin-
ing the ways of achieving those objec-
tives in 39 sectors of the economy. The 
unions were closely involved in the in-
dustrial strategy from the start, though 
its results have so far proved disappoint-
ing, mainly because no way has been 
found of .translating sector strategy down 
to plant and company level. 

The roc was pleased with the nationalisa-
tion of the shipbuilding and aerospace 
•industries and the establishment of the 
British National Oil Corporation, but 
neither measure was undertaken just be-
cause of union insistence. The govern-
ment failed to respond to persistent roc 
demands for a new agency (like an in-
vestment reserve fund) to help finance 
industry. In July 1976 the Liaison Com-
mittee statement took up the cry: " our 
aim is to ensure that the financial system 
acts in the public interest and is genuinely 
responsive to the needs of manufacturing 
industry". But the investment reserve 
fund failed to emerge. The government 
merely set up a committee under Sir 
Harold Wilson to review the functioning 
of financial institutions with three roc 
nominees. 

manpower policies 
1 The roc exercised a more important in-

fluence on manpower policy, mainly be-
cause of the dramatic rise in unemploy-
ment from the middle of 1975. The Man-
power Services Commission was estab-
lished by the Conservatives in 1973 as 
part of a long overdue reform of the lab-
our market strategy. The TUC has played 
a key role in all its activities, with 
nominees serving on its committees. 
While the TUC failed to persuade the gov-

;· ernment to go for growth and thereby 
cut unemployment, it did push (with some 
effect) various schemes to modify the jobs 
crisis. In early 1975 it urged the govern-
ment to subsidise a job creation scheme 
for young people in depressed areas. This 
later became a major programme under 
the MSC. The roc was also the main in-
fluence in the introduction of the tempor-
ary employment subsidy which has en-
couraged firms not to carry through 
threatened redundancies by subsidising 

~ their wages bill for up to 18 months. In 
the 1976 roc Economic Re·view, the idea 
of a job creation subsidy in local areas of 
high unemployment was floated and has 
now become a major part of the govern-
ment's manpower progmmme. Other 
micro measures like work experience and 
job release also owed mudh of their origins 
to roc pressure. In the endless haggle 
over scarce resources, the roc pressure 
for funds for training and employment 

o measures has been considerable, though 
it is hard to conclude it proved decisive. 

industrial relations 
A key measure of the social contract was 
the 1975 Employment Protection Act or 
" workers charter ", the origins of which 
lay in the detailed planning of the opposi-
tion years. In September 1974 the govern-
ment published a consultative document 
setting out its essentials. These included 
prov·isions on guaranteed earnings ; 
maternity pay and leave; time off for 
union and public duties ; time off to look 
for work if made redundant ; protection 
against discrimination for trade union 
membership and activities ; improved un-
fair dismissal provisions ; the establish-
ment of ACAS ; rights for union recogni-
tion and disclosure of information and 
the consultation with unions before de-
claring redundancies. On the whole, the 
roc welcomed the proposals but it drew 
up a number of suggestions to improve 
them. In particular, it wanted dismissal 
not to come into force until an industrial 
tribunal had determined whether or not 
it was unfair. While ready to concede an 
employer need not reinstate a dismissed 
worker, the roc wanted to ensure .that the 
compensation for wrongful dismissal 



should be very high-a year's ·earnings at 
least. The ·general council also wanted to 
deny unions not in the rue (or recognised 
as bona fide by the rue) the use of ACAS 
in recognition cases. It favoured a veto 
by the Employment Secretary on any re-
dundancies disapproved of. Again the 
TUC urged action on the picketing laws. 
In March 1975 the Bill was published. 
The general council took up a number of 
points with the government. It sought pro-
vision to give the right to union repre-
sentatives to release on full pay to attend 
approved courses and •it sent various 
amendments to the Department of Em-
ployment which were eventually incor-
porated into the Bill, covering disclosure 
of information, maternity pay, remedies 
for unfair dismissal and guaranteed pay-
ments. But the most contentious issue re-
mained picketing ·and here the rue got 
nowhere in the face of stiff res·istance 
from .the Police Federation, backed by the 
Home Office. Roy Jenkins, then Home 
Secretary, stood ·firm over .the case of the 
j.ailed Shrewsbury building pickets, de-
spite a number of rue delegations ; this 
attitude was maintained over a number 
of attempts to clarify the law on picketing. 

In other aspects of labour law, the rue 
were more successful. The government 
agreed to allow the TUe itself to deal with 
safeguards for individuals in Tel·ation to 
treatment ·by their unions. Congress 
House established an independent review 
committee to deal with cases of alleged 
expulsion from a union, which came into 
effect after the repeal of a provision in-
serted by the Lords in the 1974 Trade 
Union and Labour Relat•ions Act. The 
amended Act dispensed with the contro-
versial Goodman amendments, which 
gave journalists the right not to belong to 
a union and supposedly upheld press 
freedom for editors, but the government 
agreed to come up with a press charter 
to protect that freedom. 

·In 1977, the rue raised strong objections 
to many parts of the Criminal Law Bill. 
They argued that it did not safeguard 
trade unionists acting in trade disputes 
from charges of criminal conspiracy. The 
rue also complained about the provisions 
on offensive weapons, Tesisting an officer 
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executing a writ of possession and the 
position of workers in quasi-residential 
property. Despite loud protests, the Bill 
reached the st·atute book. As the 1977 
rue Report said : " The government's 
overall response to the general council's 
representations has been disappointing, 
although their minority position in parlia-
ment has severely restricted their scope 
for making changes". Nor did the gov-
ernment agree to the TUe call for legal 
immunity to those who were involved rin 
factory and plant occupations. 
The labour legislation of 1974-1976 has 
undoubtedly helped to increase the influ-
ence of the trade union movement, but it 
has not replaced collective bargaining and 
is seen by most unions as a legal long-
stop, a back up to their own efforts. The 
Grunwick case and others have revealed 
the lack of teeth in the legislation when 
it comes to dealing with a rogue employer 
who refuses to take a cooperative atti-
tude to AeAs and the law. Two private 
members' Bills in the 1978 parliamentary 
session have been formulated to try and 
rectify some of the shortcomings of the 
Employment Protection Act, in dealing 
with union recognition. 

industrial democracy 
This was an early commitment of the 
social contract. The 1974 rue report 
stated: " It is expected there will be a 
White Paper on industrial democracy later 
in the year". In July 1975 the govern-
ment announced its commitment to legis-
lation. In the meantime, it proposed the 
creation of a committee of inquiry to pre-
pare the ground. The TUC disliked the 
idea, preferring a government Green or 
White Paper but it eventually swallowed 
what was p~oposed. Jack Jones, David 
Lea (rue) and Clive Jenkins (AsTMs) 
served on the Bullock committee of in-
quiry. This had .tight terms of reference 
which specifically mentioned the rue's 
own industrial democracy proposals and 
promised to report within a year so as ~o 
provide time for the government to legis-
iate in 1976/77. 
In February 1977 the divided Bullock 
committee produced i.ts report. The 
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majority favoured a " 2x + y" formula 
on a single boa:rd for private companies 
with over 2,000 workers, with the em-
·ployee representatives sitting in equal 
numbers with the shareholder representa-
tives, the worker members being chosen 
through union machinery. Bullock 
majority split the cabinet. Edmund Dell, 
the trade secretary, told the Commons 
that industrial democracy was "an essen-
tial ingredient of the social contr.act " but 
he promised wide consultation. The total 
hostility of the CBI to the proposals en-
sured their demise, but many ministers 
also doubted their practicality and were 
alarmed by the threat to worker freedom 
caused by elections only through union 
machinery. roc leaders were alarmed to 
realise how far the government had re-
treated from joint 50 I 50 control. Dell 
told them that the government now fav-
oured a two tier board rather than a uni-
tary structure, with a phased movement 
towa·rds equality of representation on the 
board. He favoured all workers being in-
volved in the election of worker directors, 
not just union activists through .the joint 
representation committee. 

Shirley Williams was placed in charge of 
a cabinet committee to try and establish 
a consensus of views on how to proceed 
from here. The roc warned her that "in-
dustrial democracy legislation will be a 
step backward, not forward, unless it is 
based on the independent strength of the 
trade union movement". The eventual 
White Paper represented a major climb-
down. The promised legislation now in-
tends to be flexible and mainly provides 
a legal back-up to a voluntary develop-
ment between employers and unions. 
Even where workers insist on claiming 
their statutory right to ·representatives on 
the board, they are to be no more than 
one third of the total number. The joint 
representation committee has been pre-
served but it is to act for the first three 
or four years in a company before mov-
ing on to workers on the board. The key 
issue of union control over industrial 
democracy remains unresolved. The 
White Paper talks about parallel arrange-
ments for non-unionists but this is clearly 
unsatisfactory. The TUC welcomed the 
government's tentative proposals ; the CBI 

retained its hostility. It is difficult to argue 
that the unions really dictated the gov-
ernment's position on industrial demo-
cracy. Britain lies far behind most other 
western European countries in the pro-
vision of worker participation in com-
pany decision making. What the social 
contract now proposes is a first step to-
wards joint partnership in industry. 

personal influence 
It is undeniable that the TUC has exer-
cised more influence over the Labour 
government since 1974 than in any com-
parable period of Labour rule, except 
possibly 1945-1951. TUC delegations are 
commonplace in Whitehall. Union offi-
cials at all levels have become much more 
involved in the administration of public 
policy as well as its formulation. The new 
quasi - ·governmental organisations 
(QUANGOs) have grown up, partly as a 
result of the social contract. They repre-
sent a practical manjfestation of the new 
constructive outlook of the unions, with 
their willingness to shoulder "'-:ider •respon-
sibilities. Too much has been made ·of the 
financial rewards and perks of QUANGO 
jobs. Far more important !is the gradual 
decline in the negativism and do-nothing 
attitude of the TUC. In many areas, most 
notably manpower policy and industrial 
training, union leaders like Hugh Scanlon 
and Harry Urwin have made an impres-
sive contribution to pubHc debate and 
policy making. But it is not just at 
national level that union officials are 
working on ACAS, the NEB, MSC an_c:l the 
like. In the regions and localities there 
has been a similar growth in uni·on col· 
lective responsibility, where nominees are 
accountable to others for wbat they do. 
Much of •thek work is humdrum but 
the involvement of the unions in 
QUANGOs oromises to be a fruitful by-
product of the social contract. 

what influence have 
the unions had ? 
The story of the social contract since the 
return of Labour to power in March 1974 
does not sustain the view that the roc 
has dictated its policies. Certainly union 



leaders have exercised more constructive 
influence than in the past and have won 
new responsibilities in a whole range of 
areas, but even this long overdue de-
velopment did not always result in satis-
factory adv,ances for the union movement. 
All governments face a multitude of con-
flicting, diverse pressures on every issue 
and the roc has invariably found itself 
out-gunned or out-argueg by other 
lobbies. 

It is hard to say that the TUC had much 
impact on the government's general eco-
nomic strategy, except perhaps during its 
first period of office between the two 
1974 elections. Time and again the roc 
mged expansion and growth at almost 
any cost, while the government made a 
continual retreat down the deflationary 
road. For two years the TUC agreed on 
voluntary pay restraint after the unions 
had displayed an irresponsible attitude to 
wages, which helped push inflation 
through the roof. But union modesty over 
pay was not paralleled by any readiness 
by the government to concede anything to 
the watered down " alternative strategy " 
of import controls, public spending and 
directed industrial investment advocated 
by the roc. The government laid much 
emphasis during its early years in power 
to the social wage (spending on welfare, 
housing, schools and other domestic 
needs from taxpayer's money) but this 
was in line with general Labour philo-
sophy and had }little intrinsically to do 
with the pressure from the roc. 

Nor .did the unions exercise much influ-
ence on the development of the industrial 
strategy, though playing a part in its de-
liberations. The NEB was not provided 
with the massive resources demanded by 
the roc. Planning agreements failed to 
materialise. The 'investment reserve fund 
never happened. There was no wealth 
tax, though always a promise of one to-
morrow. roc pressure was perhaps 
stronger on manpower policy, though !he 
unions pushed less forcefully over high 
unemployment than they once used to. 

Even in the new industrial relations legis-
lation, envisaged by the or!ginal ~ocial 
contract, the roc did not entrrely wm the 
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day. No progress was made lin a reform 
of the unsatisfactory picketing laws. ACAS 
found it very difficult to work in the face 
of rogue employers like Ward of Grun-
wick. Industrial democracy dragged on 
as an issue for over four years. The gov-
ernment's eventual White Paper signalled 
a significant retreat from roc initial hopes. 
The labour laws of 1974-1976 did hardly 
more than establish minimum standards 
of conduct in industrial life that have 
been commonplace throughout western 
Europe since the middle sixties. Lacking 
the legal sanctions to ensure enforcement 
on those who wished to defy them, the 
legislation looked surprisingly ineffective 
in practice. 

The social contract has been a substan-
tial achievement, nevertheless. Through 
the Liaison Committee, the Party, gov-
ernment and roc learned to work in har-
mony. Much of the old, familiar nega-
tivism of the TUC began to disappear as 
a result of the new partnership. The 
foundations have been laid for a further 
advance into the eighties. 



3. priorities for the eighties 

It is difficult in a pamphlet to more than 
sketch out some limited areas where the 
social contract should grow during the 
next decade, but there is an urgent need 
to look some way ahead to draw up clear 
and realisable priorities. The shopping 
list technique of democratic politics has 
severe drawbacks. The day to day pres-
sures faced by all governments tend to 
make detailed policy proposals drawn up 
in the comparative tranquility of opposi-
tion look sadly naive and impr·actical. 
Yet a failure to carry out manifesto pro-
mises breeds disappointment and anger 
among party supporters and apathy and 
cynicism among the voters. One of the 
most serious difficulties for democratic 
politics ·across the western world. is the 
lack of popular involvement in the poli-
tical process. Beyond the politicians them-
selves, journalists and a dwindling band 
of party activists, few people take any 
active interest in politics. The political 
party has become little more than an 
election machine. Young men and women 
with idealism turn to one issue politics 
rather than the Labour Party. It is ad-
mirable pressure groups like Shelter, the 
Child Poverty Action Group, the Anti-
Nazi League and Amnesty International 
which articulate the worries and hopes of 
many on the Left. The time is long over-
due when the Labour Party itself also be-
gan to make a wider appeal . 

What we need to see is a new, more open 
and democratic approach .to policy mak-
ing within the Labour movement between 
the Party and the unions, which ensures 
ideas ·and proposals are open to critical 
scrutiny and argument. As we believe in 
the parliamentary road to democratic 
socialism, Labour can act only with popu-
lar consent for its policies. A simila·r ap-
proach is necessary within the Party. 
There should be no toleration in the 
movement for the Leninist principles of 
democratic centralism where rhetoric 
about freedom masks rule by an oli-
garchy, whether on the management com-
mittee of the constituency party or in the 
corridors of Transport House. 

The Swedish Social Democrats and the 
Swedish manual trade union movement 
(LO) have developed a unique process of 

policy making which provides the mem-
bers at all levels with an important part 
in policy formulation with study groups, 
report hacks and poll surveys, so that 
when the leadership finally endorse a 
new policy, it can be assured that jt has 
emerged through an exhaustive system 
of checks and balances and thus achieved 
a remarkable degree of consensus not 
merely within the Swedish labour move-
ment, but in society as a whole. There is 
no reason why the whole of .the British 
Labour movement should not be closely 
involved in the making of policy. It must 
not be left to appointed sub-committees 
of the NEC nor even the Liaison Com-
mittee, the National Executive itself or 
Party Conference. 

Perhaps a new system of democratic 
policy making might breathe some fresh 
life into the decaying structure of local 
Party organisation. Vital to such a de-
velopment is the renewal of trade union 
activity at local Party level. The common 
sense and practical shopfloor experience 
would help to keep the rest of the Party 
in closer touch with the complex realities 
of modern society. We must work to 
make the •Party more relevant to people 
who live and work outside the charmed 
circle of the local Party elites. This must 
mean no concessions to populism, but it 
does require a regeneration of the old 
links between Party and unions through-
out the whole movement. 

It is only ·in this wider context of how 
policy should be drawn up that we should 
approach a common programme for the 
eighties. The following suggestions are 
confined deliberately to the industrial and 
economic area, for rit is here that Party 
and unions can find the most fruitful 
ground for active co-operation. 

unemployment 
We face the grim prospect of well over 
a million jobless in Britain (more than 6 
million in western Europe) perhaps for 
the whole of the eighties. The issue of 
unemployment has not been ·given the 
top priority by any government (except 
perhaps Sweden) since the start of the 



recession in 1974. The reason is obvious. 
Politician~ have feared the dangers of 
inflation far more, so they have been 
most unwilling to resort to Keynsian 
methods of demand management to pull 
their economies out of recession. There 
are no easy solutions to unemployment, 
no panaceas and it would be an ·insult to 
the jobless to argue to the contrary. More-
over it is hard to see further job saving 
and creation measures so fa-r adop•ted 
having a dramatic impact on the overall 
numbers out of work, though they can 
and are having a sizeable benefit for speci-
fic, disadvanta-ge groups like the young. 
We need to see selective help corning 
from government for male manual work-
ers with no skills and espec1ally for blacks 
-the most deprived group of all . 

The small firms job expansion subsidy 
should be expanded to provide national 
coverage. Through a judicious mixture 
of tax concessions and subsidisation, priv-
ate firms with a small labour force should 
be encouraged to hire extra labour. Active 
encouragement must be given to launch 
new companies or projects to meet con-
sumer demands in areas of high unem-
ployment, particularly the inner cities, 
where jobs are very hard to find. The 
government itself, in alliance with local 
authorities and unions, should stimulate 
publicly owned enterprises with market 
potential. More emphasis must be given 
to job mobility. Workers need to be en-
couraged to move to where jobs are 
rather than wait until jobs come to them. 
The NEB should expand its activities into 
job creation, particularly in the private 
service sector. More worker co-operatives 
like Meriden and Sunderlandia would be 
welcome, particu!.arly in the promotion of 
new technological based products with a 
future. While there is an urgent need for 
a new deal for married men with families 
out of work, they should also receive 
more generous long term income main-
tenance. Our social security system is not 
based on the assumption that unemploy-
ment is a permanent feature of our 
society. It now looks as though it will be 
for years to come, so we should reshape 
welfare benefits accordingly. The new 
social contract must make a major effort 
to quash the ugly myth that people are 
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unemployed because they are morally de-
fective or through choice. 

In economic and industrial policies, we 
need to work to achieve growth. But pre-
sent international circumstances make it 
unlikely that Britain can go ·it alone with 
a stimulation of the domestic economy 
beyond 4 per cent annual growth rate. 
Import controls or work-sharing measures 
like the 35 hour working week, Longer 
holidays, a ban on overtime (possibly 
not practical anyway) pr·ovide no com-
plete answer, unless they go hand in hand 
with an improvement in overall industrial 
performance and much higher levels of 
productivity without any increase in net 
labour costs. 

We face an added burden into the 
eighties. Many older industries have been 
propped up over recent years to hold off 
the evil day. This is already seen as a 
fatal policy. In textiles, shipbuilding, iron 
and steel and many parts of manufactur-
ing (notably the motor car), Britain can 
expect further manpower cutbacks who-
ever is in power. Overmanning and the 
inefficient use of labour in an economy 
which is working at well below full capa-
city can no longer be tolerated on a per-
manent basis. If British industry intends 
to compete on world markets, it must 
become more efficient and not less. This 
means fewer rather .than more jobs in 
any new investment programme. Restruc-
turing will be the painful reality of the 
next decade. The social contract must en-
sure necessary technological change is 
carried out in a humane, planned wav 
with the maximum help given to the 
creation of new industries and more 
.ima·ginative manpower policies of re-
training and redeployment. This is the 
best way to generate the money needed 
for earlier retirement and other work 
saving measures. Our difficulty will rest 
in trying .to synchronise the contraction 
of industrial dinosaurs with the encour-
agement of new industry with potential. 

Much larger public expenditure pro-
grammes will be needed, not to increase 
the size of the bureaucracy but to build 
hospitals and schools. Construction was 
badly hit by Labour's cut~ and there 
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should be room for a marked improve-
ment in capital spending. None of the 
Tange of measures suggested here will, by 
themselves or even together, exorcise the 
evils of unemployment, but they would 
help to .give a greater sense of purpose ,to 
the government response. The social 
tragedy of unemployment oan not be 
exaggerated. We see it 1n .the crime rate, 
the growth of racialism, the threats of 
political violence. Above all, unemploy-
ment is an accumulation of individual 
tragedies. It is a scandalous waste of not 
only human lives, but the taxpayer's 
money. Over 3 per cent of the nation's 
gross national product is lost because of 
the revenue that is not collected and the 
income maintenance which is the bare 
minimum a civilised society can be ex-
pected to supply to those it has deprived 
of work. 

manual non manual : 
towards worker equality 
Britain remains a class divided, status 
conscious society. This persists as a seri-
ous barrier to a more prosperous future. 
No other country in western Europe (ex-
cept for Ireland) treats its manual work-
ers as badly as we do. They must work 
longer hours (43.1 a week) than anywhere 
else, except France, in order to earn an 
average industrial wage of just over £72 
a week, before tax. Their pensions, sick 
pay schemes, holiday entitlement and job 
security are markedly inferior to what 
white collar staff (even shorthand typists) 
now enjoy. The time is long overdue to 
end this social apartheid in industry. For 
skilled manua<l workers (toolmakers, 
fitters and the rest) .the position is even 
worse. Their skill wage differential has 
now virtually disappeared over wide areas 
of industry, so it is hardly surprising that 
many employers faced skill labour short-
ages at the height of the recession. The 
whole attitude of our society to manual 
work in industry is negative, not to say 
hostile. 

But the problem goes to the heart of our 
national culture. Despite the rhetoric 
about the industrial strategy, we still have 
a poor a ttitude towards those who work 
in manufacturing- whether they be mana-

gers or workers. Time and time again the 
T,reasury has sacrificed the interests of 
.industry for those of the international 
money markets. Investors look abroad or 
into property for a quick ga.in, not to 
manufacturing. We pay lip service to the 
belief that Britain's future rests on the 
strength of our manufacturing base, but 
do little constructive to back up the 
honeyed words. 

A major effort is needed to put an end 
to the harsh, unstable, inhuman mono-
tony of ~hopfioor life. We must cam-
paign for an end to status distinctions at 
the workplace-all the ludicrous, inde-
fensible perks and privileges, the separate 
toilets, car parks and canteens that separ-
ate manual from non-manual, manager 
from worker. Unions must bargain for 
such changes, but government can set a 
good example in the public sector. The 
social contract also needs to take job 
contentment seriously. For too long this 
has suffered a lack of interest. We must 
learn to make all kinds of work more 
satisfying for those who do it, instead of 
allowing the sub-division of labour under 
scientific management to continue un-
challenged. Of course, this does raise the 
real problem of pricing products out of 
the market, but in a more dynamic world 
economy there is a strong chance we can 
begin to change social attitudes to work. 
Automation is destroying thousands of 
jobs and it will go on doing so. It also 
tends to turn white collar workers into 
proletariat, with rigid work disciplines, 
shift work methods of production and 
monotonous work loads. 

industrial democracy : 
joint control in industry 
One way forwa,rd in industry-indeed the 
best one-is to make industrial demo-
cracy the crucial issue of the eighties. 
The hysterical response of employers to 
the Bullock report suggests that it will be 
difficult to achieve any consensus on any 
measures to enc,aurage the active involve-
ment of employed people in the decisions 
that directly affect their working lives. 
The government's White Paper (May 
1978) is a sensible compromise, but even 
this will involve a hard road to the 



statute book in the face of managerial 
hostility and worker indifference. 

But companies in the private sector (as 
well as the public) must be compelled by 
law to treat their workers as equals with 
their shareholders in the running of the 
firm. This is no longer a Utopian dream 
but a politica:l and socia:l necessity. lt is 
the trend all over western Europe. The 
exact forms that industrial democracy 
eventually take here need to be left to 
trial and error and so does the speed of 
arrival. We must encourage a diversity 
of methods and not lay down rigid for-
mulae, but clearly drawn-up legislation is 
needed to set out general principles and 
provide a stimulus for action. The In-
dustrial Democracy Bill must be framed 
in a flexible manner. It should ensure 
parallel developments down the company 
structur·e to the shopfloor where joint con-
trol becomes an acceptable fact of life, 
agreed by management and workers. 
Persuasion and good .intentions will not 
be enough. The government must act as 
innovator in the public sector. The Post 
Office is already experimenting. Other 
nationalised industries {notably aerospace 
and shipbuilding) cannot be far behind. 
What we must avoid is any compulsion 
against the wishes of the workers in a 
company. At every stage, there must be 
room for a voluntary withdrawal from 
any industrial democracy system. 

It would be rash to blind ourselves to the 
.real difficulties of taking a great leap for-
ward into industrial democracy. Up until 
now, our trade union movement has de-
voted very little of its energies to the 
subject. Understandable doubts persist 
about whether it is possible to establish 
a system of industrial self-government 
without destroying free 'trade unionism. 
We shall have to wait and see how the 
two can live amicably together. Many 
union leaders are right to be worried 
about their own organisations' ability to 
provide the financial resources necessary 
.to give worker directors the skills and 
expertise to make their jobs worthwhile. 
Unions mostly operate on a shoe-string 
and there must be a limit to how much 
the state can provide in educational sub-
sidies for training courses. Far too many 
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responsibilities have already been thrown 
on to the shoulders of unpaid, lay acti-
vists notably conveners and shop stew-
ards. There is a misplaced belief in the 
unions about the virtues of self-help and 
muddling through and a distressing con-
tempt among some for professionalism. 

It is right we should insist that the recog-
nised, independent unions are ,the means 
by which we introduce industrial demo-
cracy and sustain its existence. But the 
,Party and the unions must never lose sight 
of the general ideals which lie at the heart 
of industrial democracy. It is about the 
distribution of economic power in society, 
which is essentially unequal. Consequently 
we must expect a determined fight by 
those organisations who wish .to strangle 
industrial demooracy at birth. But it is no 
longer a mad-cap idea. Thanks to the 
introduction of a more progressive edu-
cational system and the cultural changes 
which have taken place in popular atti-
tudes to authority and tradition, we have 
much less tolerance than in the past for 
injustice, order and hierarchy. The rigid 
" them and us " divisions of industry will 
not be tolerated by workers for much 
longer. A more inquiring, self-expressive 
outlook on life can so easily degenerate 
into an amoral cynicism and a destruc-
tive ·response. What .industrial demo-
cracy can do is direct the energies and 
aspirations of working people into the 
common good and bring a new, fresh 
meaning to factory life. The aim is not to 
create a monstrous work based society, 
but to allow individuals to play an active 
part in the shaping of their own lives. 
Freedom is far more than putting 
a cross on a ballot paper once every five 
years or choosing between different kinds 
of washing-up liquid. 

Even where we stop short of full blooded 
industrial democracy, a new joint ap-
proach is needed in the management of 
industry. Planning agreements must not 
remain an academic abstraction. They 
need to lie at the centre not the periphery 
of Labour's industrial strategy. If the re~ 
viva! of manufacturing is to make any 
sense on the shopfloor, it will require 
.rank and file involvement in key det:ision 
making. In Sweden-with the full back-up 
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of the law-the unions take part in the 
investment planning process of com-
panies, even having a key voice in the 
establishment and design of new plant, so 
that the latest ideas of how to make work 
less boring and stressful can be imple-
mented. There is no reason why we c-an-
not see a similar development here. The 
prerogatives of employer power (whether 
private or state) must be openly chal-
lenged by those who work in companies. 

A new sociall cont·ract should examine the 
revolutionary Swedish proposa:1 of worker 
funds, intended to .t·ransform the owner-
ship of that country's industry in a 
generation from the handful of .deb entre-
preneurs to the entire workforce, r-epre-
sented through the trade unions. Profit 
sharing schemes and co-ownership should 
be encouraged. The Co-operative De-
velopment Agency must be given a top 
priority. Worker co-ops are a refreshing 
break from the old style public owner-
ship which has really reached the end of 
the road. If state control means merely 
the replacement of one kind of unfeeling 
bureaucracy by another, it is not wortq 
carrying through. We are not in politics 
to crelllte a Stalinist state with a human 
face. The social contract should give 
active support to the concept of the 
mixed ownership economy, while insist-
ing on the need for overall national plan-
ning by consent. In this way we can 
ensure that the current debate about in-
dustrial democracy does not narrowly 
concentrate on whether a handful of 
union nominees should sit on the main 
board of the larger private companies. In 
the search for a consensus on this, there 
is a danger that we will lose sight of its 
dual purpose-to liberate the energies 
and skills of working people and to en-
sure a more prosperous society. 

incomes policy : 
the need for a fairer society 
In a real social contract between Labour 
and the unions, incomes policy cannot 
be ignored. Almost aH union leaders still 
mouth the platitudes about "free " 
collective bargaining at the same time 
insisting •on the government managing 
the economy. But the defence of union 

autonomy over pay detei'mination has 
nothing to do with the wish of unions to 
create a more prosperous, socia'lly just 
society. As Jim Callaghan told the 1977 
roc, "let us recognise th1at with free 
collective barg·aining, the race is to the 
swift; the lion's share goes to the •lions ; 
and please spa:re me forom the double talk 
of ·those who would argue that free 
collective bargaining with grossly infla-
tionary wage settlements is going ·to pro-
duce more jobs or more socia:lism in our 
time." llhe victims of "free" collective 
ba·rgaining are not the rich but the low 
paid, the old, the unemployed and those 
who do not belong to a union. The 
tragedy is tha.t only a handful of union 
leaders (Sid Weighell of the Railway-
men, Tom Jackson of the P·ost Office 
Workers and, to a limited exotent, David 
Basnett of the GMWU) recognise " free " 
collective bargaining for what it I'eally is 
-a punk rock philosophy based on sec-
tronalist self.,jnterest and muscle power. 

There ·are two sensible reasons why 
union leaders take this attitude ·to volun-
tarism. Since the war, incomes policies 
have originated as an attempt to impose 
pay •restraint. They have been crudely 
drawn pay norms int•roduced during an 
economic crisis. By their nature, these 
attempts at implementing a more rati·onai 
system of pay bargaining were emergency 
actions, dictated lby the speed of events. 

As a result, incomes policies brought 
with them serious anomalies and injus-
tices. This has 1ed to militant opposition 
·in the uni·ons and the collapse of pay 
norms under the flood of inflationary 
wage deals. There has never been ·the 
time and patience to construct a more 
flexible permanent structure to determine 
pay based on consent, which could pre-
vent the ·return of a self-destructive free 
for ·ali. Our chaotic bargaining system 
with its multiplicity of pay dates and 
bargaining units positively fuels the 
engine of inflation. 

And here lies the second cause of dis-
like of incomes policies: they take away 
from unions the freedom to pursue their 
primary objective--wage determination. 
Without the liberty to ba:rgain about 



thei·r members' pay packet, what Js a 
union negotiator left to do? The push 
for higher money wages in a stagnant or 
iow growth economy has become a 
dangerous viriiity test in the struggle 
for union recruitment in a highly com-
petitive market. No union leader can 
be seen to favour wage moderation •in 
those Tough and Teady circumstances 
since ·any meaningful incomes policy 
must involve outside interference in bar-
gaining and a curb on negoti-ators. 

But neither of these arguments are con-
clusive vindications for the wisdom of 
" free " col'lective barga-ining. For too 
iong ·the unions have concentrated their 
limited resources in pushing for •higher 
pay. They need to widen <the range fO'[' 
bargaining over aH .fringe benefits as 
well as manpower policy, investment 
decisi.ons ·and the other issues that have 
been touched on in the sections on in-
dustrial democracy and manua!ljnon 
manual ~nequalities. The more ·involved 
negotiators can become in these neglected 
subjects, which are directly .11elevant to 
the well being •of workers, the more 
exciting and 'tiruitful can become collec-
tive bargaining on the shopfloor. 

It ·is not easy to draw up a blueprint 
for a future •incomes policy that would 
win the consent o'f today's union ieaders, 
but the process of argument and educa-
tion must go on. J.im Callaghan showed 
real courage ·in his prophetic speech to 
the 1976 Lalbour Party conference when 
he warned disbelieving delegates that 
"we will fail if we think we can buy 
our way out by printing what Denis 
Healey calls • confetti money ' to pay 
ourselves more than we produce." 

If we are to push ahead with an ambi-
tious social welfare programme and the 
industriai strategy, pay cannot be left to 
take care of itself. Painful though ·it may 
be, the Party and unions together must 
discover a way between the horrors of 
.the jungle free-for-ali and the f".igidities 
of a statutory incomes .policy enforced 
by dictate in Whitehali. The social con-
tract must work towards the creation of 
a voluntary agreement base on realism 
and ·a sense o'f social justice. The attempt 
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to reconcile freedom with respons·ibility 
ill the tangled area ·of pay will be hard 
to achieve but the concerted action idea 
.in West Germany and the solidaristic 
approach in Sweden demonstrate that 
there is a way forward far short of 
tyrannica:l •imposition of a pay norm on 
unwilling people. 

We need an •annual public debate on the 
economy's prospects bef.ore the start of 
the annual pay mund where aU s·ides 
discuss ·and argue about the indicators 
-profits, prices, balance of payments, 
investment and wag·es. At national level 
we need to know the parameters of the 
possible. 'J1his shou'ld Tesemble a gigantic 
teach-.in nationwide, perhaps on tele-
vision. Two cruciai lessons 'have been 
iearned in recent years through painful 
decisi•ons. Workers ·on the shop floor 
•accept the need .for pay guidelines and 
they ·recognise the rav·aging effects of 
.inflation. The blanket picture of a mili-
tant rank and file held back by sober 
uni·on leaders is as much a nonsense as 
the caricature of ·the union bosses hold-
ing the country to ran·som. This should 
make it more possible (desp·ite the helter-
skelter system •of pay !bargaining) for all 
sides (government, TUC, employers) to 
reach some understanding •on the 1evel 
of overall pay settlements, laying down 
.the parameters. 

Once more, the •initiative should come 
from the public sector, where the govern-
ment is the ultimate paymaster. David 
Basnett's ·idea •of a public services com-
mittee to coordinate strategy and per-
haps even synchronise pay dates needs 
to be 'built on. The fact is that whoever 
is in government there wiU always be a 
pay policy ,in the public sector. C~sh 
limits and 'the public sector borr()'Wmg 
requirement ensure this. If unions refuse 
to •recognise such a truth, it makes little 
difference. Governments wihl have to 
force a wage norm onto the public sector 
or tolerate a new bout of inflation. The 
danger is that by a rejection of any 
incomes policy, .the unions will help to 
ensure a divisive outcome with the 
private sector going its own way, leaving 
the government to police its QWn domain. 
Discrimination between the two sectors 
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of the ·economy is the :inevitable resuU 
of ·a ·free .for aU. 

In any ·incomes policy it should be Ieft 
to the negotiators at the bargaining table 
to decide on priorities ov·er pay. We must 
find a way of providing Teal increases 
in purchasing power not wads of paper 
money -losing value ; this entails rises 
·through higher pmductivity and efficiency 
as well as oinoome redistr.ibution. But 
dearly the tax system must be an .impor-
tant paort of the equation. Take-home 
pay is what matters, not .gross earnings. 
There is a vital need to defend the social 
·wage but most union ieaders recognise 
that Iirnits ·o'f tolerance have been reached 
over the [evel of income tax being paid 
by workers. The burden on the low paid 
needs lightening by raising the tax 
thresho~d oin 'l·ine with inflationary ·trends 
and wage ·increases ; but there must 
also be better incentives for skilled 
manual workers and management. In-
comes policy could be one way of mak-
ing work in manufacturing more attrac-
tive. Above aU, it is the best method ·of 
trying to bring a sense of equity to the 
distr.ibution of income and wealth. 

We cannot treat ·incomes policy in 'isola-
tion from broad social and economic 
objectives. tit must become an integral 
part of a growth s~rategy. But ·is this 
compatibJ.e with a .free society? Wage 
drift .is an •acknowledged phenomenon 
in count•ri·es with voluntary pay policies. 
Clearly companies with profits can Te-
ward their workers with much bigger 
Tises than those in trouble. What we have 
to accept for ~he long term is that a 
two tier bargaining system .is the best 
we can hope for, whereby ·a generai 
increase for all ·is Teached through a 
nationa'i bargain, leaving 1ocal negotiators 
to improve the posihon ·in individual 
workplaces, where possibie. However, the 
government must lay down parameters 
of what is permissible. It has sanctions 
to ensure 'firms will not agree to infla-
tionary wage deals. 

This section of a programme 'Of priorities 
is the most difficult to formulate 'but we 
cannot follow a policy of benign neglect 
over oincomes. A pay policy, .arrived a,t 

by consent, is a crucial -element .in a 
strategy for democratic socialism. It is 
true we should not treat this as the way 
to national salvaton or a panacea for all 
the class and status divisions of society 
but without any incomes strategy at aU, 
the rest of the social ·contract stands little 
chance •of success. 

~nternational solidarity 
11he new recession has hit 'the whole 
world, not just 'Britain. The common 
programme mu&t not try and plan f.or a 
national economic recovery at the 
expense .of other workers, particularly 
those who ·a,re struggling to survive .in 
the Third World. 'Import controls Me •a 
means ·to save jobs here and lose them 
somewhere else. Such a " beggar thy 
neighbour " policy will dTag the whole 
world .back to the self-destructive trade 
war of the inter·war years. Universal 
impoverishment •would be the f'esult. 
There is already too much suffer·ing ·in 
the world with hunger ·and disease. No 
socialist should champion a policy of 
economic self-interest. Our aim should 
be .to find ways of ·creating a new inter-
national economic ,order which will tear 
down trade barriers and stimulate a more 
Iiberalising approach through the Genera'! 
Agreement on Tndes and Tariffs (GAIT), 
the World Bank, the Organisation for 
Economic Co·operation and Develop· 
ment (ooco) and .other :international 
organisations. At .the same time Britain 
must fight for a more 'liberal and humane 
outlook within the EEC towards the less 
developed areas of the world. There is 
a danger that the EEC will grow as an 
increasingly ,fich man's dub with bigh 
tariff walls 'l.'ound its boundaries oto keep 
out ·the manufactured and semi-manu~ 
factured goods of other nations, while 
taking their food and Taw mater.ials as 
cheaply as possible. The admission of 
Spain, Portugal and Greece into the EEC 
should be a top priority and, alli'ed with 
this, much closer fraternal ties between 
our Pa·rty and ·brade union movement and 
:those of other ·countries. · 

It .is not easy to follow an international 
policy in ·a worM dominated by raciai 



conflict, ideological war and nationalist 
domination. Too often such ·an app·roach 
looks little more than blind rhetoric of 
good intentions. The new social contract 
should emphasise that a new outward 
looking strategy on trade and develop-
ment makes practical as well as idealistic 
sense. It remains in everybody's ·interests 
that we see a world recovery. Escaping 
from the present uncertainty and muddle 
will be very difficult. The ability of 
nations to act together in common cause 
is much ha·rder to ·achieve now than it 
was in .the aftermath of the last war. 
We must turn our f·aces ·resolutely against 
any ·nostrums or panaceas that attempt 
to solve our own domestic problems ·at 
the expense of other people much worse 
off than ourselves. 

the need for priorities 
By the mid eighties Britain wiU be receiv-
inging ·around £4,000 million a year in 
extra revenues from the North Sea oil. 
As the White Paper on The Challenge 
of North Sea Oil argued, this "provides 
a unique opportunity for Bri·tain to im-
prove her economic performance, Taise 
her living standards, move forward to 
full employment and develop as a socially 
just society". What should be done with 
the •oil money? As Pierre Mendes-France 
once wisely remarked " gouverner, c'est 
choisir ". But so far the Labour alliance 
has not rea:lly been prepared to do so. 
The lack of clear priorities may lead to 
the .thin spread of the North Sea riches 
over a multiplicity of intrinsically s•ensible 
policies. The White Paper failed to give 
a lead. This must come from the Party 
and the unions. We have to decide 
whether to pour the money into "a con-
tinuing and ·long term programme for 
national recovery", .jn other words to-
wards industrial regeneration ; to spend 
it mostly on the soci·al and public ser-
vices, ·on schools, hospitals, roads and 
the like ; or to cut taxes and put the 
money saved in the pockets of the tax 
payers to boost 'living standards and 
growth. 

Clearly there has to •be a balanced res-
ponse between the different options, but 
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hard headed decisions need to be taken 
on what to do. The sober minded might 
argue the bulk of the revenue should be 
spent in debt Tepayment. Wha,t the 
revenue should provide is an opportunity 
to revive a level ·of economic growth 
which will belie the pessimists who 
believe we have come to the effective 
end ·Of post-war expansion. The ·argu-
ments against •the idea of a separate 
North Sea oil fund a:re persuasive but 
we must avoid the dangers of a self-
destructive spending spree that sacrifices 
long term policies for immediate gain. 
Britain's future as a major manufacturing 
nation in the world is very problematic. 
During the seventies, one industry after 
another has faced an unpleasant reckon-
ing through a convergence of difficult 
circumstances-generations of low in-
vestment, restrictive labour practices, 
poor management , indifferent sales ser-
vice, social obstacles to pmgress at work. 
Understandably our response has been to 
try and save •as much as possible from 
contraction in ad hoc, expensive rescue 
operations for huge enterprises like 
British Leyland, shipbuilding, Chrysler 
and the steel industry. The NEB has proved 
more of an ambulance wagon for the sick 
and dying than a necessary instrument of 
technological change in potential growth 
sectors. 
The social contract should commit both 
government and the unions to a massive 
plan to revive British industry. The in-
dustrial strategy through the machinery of 
the National Economic Development 
Council has hardly gone beyond the 
drawing board. Its sector working pa-rty 
reports have failed to make any practical 
sense at factory level where they matter 
the most. We need an underlying com: 
mitment to growth in manufacturing 
through a ·revamped NEB provided with 
larger funds but more selective induce-
ments for action. A major slice of the 
oil revenue should be used for this pur-
pose. It may also be necessary to provide 
f<llr more direct encouragement for the 
utilisation of new technological inven-
tions into marketable commodities. There 
might be more readiness to take risks in 
new projects whioh have growth potential. 
Just as important is the need to expand 
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and modernise ·our manpower policies. 
The Manpower Services Commission is 
a good start but it lacks the sophistication 
and autonomy of organisations like AMS 
in Sweden and the Fede11al Institute of 
Labour in West Germany, which have far 
more reliable manpower intelligence for 
planning purposes. The grip of Whitehall 
needs to be removed from the MSC and 
there should be far more involvement by 
pressure groups and local authorities in 
its operations. In particular, the training 
services need to overcome the deplorable 
mismatch between supply and demand. 
We need to launch a comprehensive 
.tl'aining programme for people of all ages 
which will actively encourage a more 
mobile society. Here oil revenue might 
act as a useful lubricant. 
It is from higher economic growth that 
we can generate the wealth to build up 
our depleted public service sector. But in 
the meantime, we should press for the 
restoration of the capital expenditure cuts 
made over the past three yeaus in two 
priority areas: the health service and 
schools. A boost for the badly hit con-
struction industry would ease unemploy-
ment among one of the most vulnerable 
groups of manual workers. It would also 
provide a more civilised infrastructure for 
a growth society and ensure tangible evi-
dence of the impact of oil revenue. 
The common programme into the eighties 
should therefore deploy the revenues 
from North Sea oil in three major areas 
- industrial innovation , training and man-
power pl•anning and a new building pro-
gramme for hospitals and schools. 

a cautious note 
The general lines of the common pro-
gramme for industrial relations summar-
ised in the previous chapters may appear 
over modest and too vague for many 
socialists, but we need to recognise the 
severe limits on the poss ibilities for con-
structive change. 
In the past the "open alliance " between 
the Labour Party and the unions has 
foundered through severe conflicts of in-
terest. Although almost all union leaders 

and the activist minority who run the 
unions work for the Labour Party, the 
majority of rank and file trade unionists 
do not. Indeed, around a third actually 
vote Conservative. There is a real, in-
tractable tension at the heart of our 
unions between the wider, political pers-
pective of the activists and the narrower, 
tangible concerns of the workers who are 
overwhelmingly concerned that the union 
should deliver the goods at barg.aining 
time and who are not committed to a 
r-adical change of society in a more 
egalitarian direction. As we know from 
the pi.oneering work of W G Runciman 
on relative deprivation, most people have 
limited terms of reference when they 
compare their own material position with 
others. 
The unions exist and prosper in the eyes 
of their members, despite the link with 
the Labour Party, because they are seen 
as necessary organisations for collective 
self-defence in the face of employer 
power. In the last resort, it is the bread 
and butter issues that determine the effec-
tiveness of a union. The real danger that 
union leaders have to avoid is any identi-
fication .of the common programme with 
social control. They cannot act as police-
men of the corporate state. 
There is an added difficulty that the Lab-
our movement needs to •recognise. Sec-
tionalism is a major obstacle to progres-
sive ideas in the unions. Few union lead-
ers can think beyond the questions that 
have an impact on the~r own members. 
The constant battle between the unions 
for membership, power and influence 
makes it hard to establish any construc-
tive soolidarity within the rue except at 
times of severe crisis. The demand for 
freedom and autonomy made by most 
unions weakens the rue's own a:bility to 
take any initiatives on behalf of the move-
ment as a whole. Unlike the Swedish LO 
or the West German DGB, the roc is not 
a highly centralised monolith that can 
issue directives and policies to a rela-
tively compliant rank and fi'le. Rather it 
is a confederation of divergent and 
often contradictory sectional interests. 
The whole purpose of the social contract 
is to bring a fresh, more practical dimen-



sion to the work of the unions. It pro-
mises a welcome break from the over-
familiar negativism of the trade union 
movement. A partnership between the 
two wings of the Labour movement in 
the creation of a fairer, more prosperous 
society is the realisable aim. Despite the 
existence of Labour governments for 
much of the post-war period, we have a 
long way to go before Britain becomes a 
more dynamic and classless country, 
where social status, inheritance, snobbery 
and prejudice no longer rule supreme. 
The habit of resisting change runs 
through all our institutions. Crosland's 
·• conservative enemy " is still very strong. 

As this pamphlet has argued, there is no 
room for complacency. Labour is not yet 
a natural party of government. Nor do 
the unions run the country. 

conclusion 
These are just a few va·ried themes for 
a common programme of priorities for 
the eighties under the s·ocial contract. 
Clearly the Party and the unions must 
work ·OUt their policy proposals 'fJn •a fa·r 
wider front to cover every ma:(or policy 
area-education, h o u s in g, taxation, 
health, transport, the envi·ronment, de-
fence and leisure. The ·original purpose 
of the social contract was to bind the 
two parts of the Labour movement in 
a single minded objective-to ensure an 
irreversible shift in the balance ·Of power 
and wealth to working people. This wiH 
remain the aim of the eighties, but it 
needs to be stress·ed as a necessary, demo· 
cratic means to an ideal of human 
freedom. 

A·t every stage we need to balance care-
fully liberty with equality and ·accept the 
burden 'Of winning the <l!rguments by 
reason and peaceful persuasion, not 
coercion in any shape or form. The social 
contract has never been about tyranieal 
control by the big battalions but a 
civilised way of chal·J.enging the real 
centres of unaccountable power and 
privilege in ·our unequal s-ociety. We must 
learn to tame the giant monopolies and 
hamess ~heir activities to human needs. 
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But our concern with bigness must not 
en:d with the private sector. We must 
als·o be ·on our guard against the over 
mighty power ·Of the state ·(particularly 
the secretive and negative behaviour Qf 
civil servants) with a real rather than 
phoney commi·tment to open government. 
The man in Whitehall does not always 
know best and his often arbitrary and 
supercilious conduct 'has nothing what-
soever to do with socialism. We need to 
replace the indefensible secrecy of our 
civil service at all levels by legislating for 
people's right to know. 

Col'lective action should be an attempt 
·to widen ·the opportuni-ties f·or all to 
enjoy to the full their dreams and aspira-
tions. It is about opening the way to 
individual self-fulifillment, not narrow-
ing the pa•rameters of personal freedom. 
This is why the social contract needs ·to 
encourage a diversity •of ownership and 
control ·in a basically market economy 
tempered by a sense of social justice. 
The old French •revolutiQnary trinity of 
liberty, ·equality •and 'fraternity has lost 
none of its appeal in ·our modern, com-
plicated and •tPoubJ.ed world, but let us 
never confuse means with ends. 

It is oHen 'ha·rd to hold much fa·ith in 
the promise of the future as we look 
around at our own seemingly intractable 
problems-urban decay and poverty, 
·industri·al decline, pollution, cutbacks in 
public spending, the cost ·of bureaucracy, 
racial intolerance, rising crime and 
violence and the new puritanism that 
•threatens individual freedom. Nor in the 
century of Auschwitz and Gulag can 
we rest assured that mankind wiH not 
one day destroy itself ·in ·a nuclea·r catas-
trophe. The degradation and brutality 
perpetrated by man against man a-round 
the wo·rld should chasten all but the 
angelic. The perversion .of socia-lism in 
many countries, especially east of the 
river Elbe, has encouraged the enemies 
of democratic socialism to smear us with 
the communist •t<l!r brush. This should 
be ·stoutly resisted. We must oppose 
resolutely tyranny whatever form it .takes. 

Yet we cannot escape from our traditi·ons 
and ·histo·rical experience nor wipe the 
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slate clean and start again. There is some-
thing trivial and empty about the huckster 
approach to modern politics but we must 
never turn 'OU'f activities into a humiiiat· 
ing dutch-auction, which promises Utopia 
tomorrow. T'he social contract is an 
attempt to create a better world for our 
people but without any illusions. Britain 
is no longer a great imperial power nor 
does it Tank among <the major industria'! 
nations. Yet despi~e the relative decline 
and despondency {)f recent years, we can 
still set an example to the world of how 
to live. This should be the tme meaning 
of the social contract, reviving the hopes 
'that the socia'list dream can still be our 
.jdeal withOIUt wading through rivers of 
blQod to reach any promised land of 
pa:radise on earth. 
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