THE WELFARE STATE IN BRITAIN
Michael Barratt Brown

THis essay is based upon the two assumptions set out below :

First, that we are at the beginning d an acceleration in industria
development based upon the use o the computer which is likely to
be as labour-saving in its effects as was the first main stage o indus-
trialization based upon the steam engine. This comes after a long
period in which new capital equipment hastended to be capital saving,
not labour saving—an important counteracting force, acknowledged
by Marx, to the Marxist economic model o polarization. This new
development has already been recognized within a non-Marxist con-
ceptual framework by James Meade in his Efficiency, Equality and
the Ownership o Capital (1964).

Second, that the chief capital-accumulating institution in the whole
capitalist world economy is now the giant trans-national company.
Competition between capitals still forces the pace o accumulation; but
over-production is avoided by the giant companies, firstly by their
preempting o the markets d less technologicaly advanced companies
and secondly by their increased sdes to the state through armaments,
military aid and space progranmes. The trans-national company has
now reached a sze where it can challenge the power o all but the
largest national states and is beginning to demand the protection of
supranational states, as in the European Economic Community.

I. TheTheory o the State

These changes inside capitalism resulting from the second industrial
revolution and the growth o the trans-national company have led
to important changes in the role o the state in the economy. The
word state rather than government is deliberately retained, because
what will be described and analysed in thisessay will be a whole state
system o ingtitutions and other apparatus with which governments
work and interact.' In view of the controversy that still surrounds the
meaning of the word, it is necessary to begin by saying how the state
system is conceived in what follows. First o all, the concept here
developed is not o a neutral state subject to pluralist pressures. Nor,
athough the state system is viewed as a whole, whose parts are
mutualy reinforcing, is it seen aséa sort of monolith. Many of the
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state's ingtitutions are designed precisely to contain and incorporate
divergence and struggle. The forcesat work in society, and particularly
the socia dasses are constantly shifting as technological changes
require adjustmentsin economic relations; but they are held in capital-
ist society (0 long as it can hold them) within a sysem that is
determined by the requirementsd the accumulationd private capital.
For this reason the owners and controllers o this capital dominate
the system, not through their personal motivations, but through the
demands that private capital accumulation require o them. The
changing nature o these demands in the transnational company and
their implications for the state system will be studied in a moment.

In the classic Marxist theory o the state, it is the repressive role
of the state that is given most attention. When states were chiefly
concerned with the maintenance o law and order and the protection
of capitalist property this was understandable. The involvement of
the state has been continued in the development o capitalism, particu-
larly outside Britain, and with the increasing interlocking o state and
giant company personnel, the concept d a '’ state monopoly capitalism"
entered Marxist orthodoxy. This concept fits easily into the formula-
tion d Marx and Engels in the Communist Manifestod *'the executive
d the modern state is but a committee for managing the common
affairs o the whole bourgeoisi€". But the formulation leaves many
questions unanswered about the role d socia democratic (Labour)
governments and the growing numbers who work in the institutions
which make up the state system.

Ralph Miliband's study was designed to correct this concept by his
emphasis on the importance o ideology in legitimizing the dominant
class and its hold over state pirwer.? Nicos Poulantzas has carried this
emphasis further in suggesting that the ideologicd role is carried on
through institutionsthat are as much a part o the state sysem—dubs,
parties, unions, schools and mass media as the repressive apparatus
d army, police and tribunals® It is suggested in what follows that
this analysis recognizes only two parts d the state sygem—the
repressive and ideologicd —and ignores an increasingly important
third part. This is made up  institutionswhich have a conformative
role, which contain, incorporate and moderate the conflicts insde
capitalist society. Marx and Engels in more places perhaps than Ralph
Miliband concedes, seem clearly to recognize this role.

Of courseit is true that when Marx and Engels thought d the state
it was o "'the centralized state power, originating from the days o
absolute monarchy, on the European continent, with its ubiquitious
organsd standing army, police, bureaucracy, clergy and judicature.”®
This did not mean that they failed to remark, asin Marx’s Eighteenth
Brumaire, that England, the modd o a purely capitalist country, had
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neither a military machine nor much o a bureaucracy. In a demo-
cratic republic "wedth widlds its power indirectly” according ta
Engels “but all the more effectivelyfirst by means d direct corruption
of the officids (America), second by means o the alliance of govern-
ment with the Stock Exchange ((France and Americal."® Universal
suffrage, as in England, wasin Marx’s view the central instrument of
repression and confusion, "'gauging'’, in Engels words, "'the maturity
o theworking class.™"

While "'the actual work o the state is done behind the scenes and
is carried out by the departments, the offices and the g&ffs”, and this
time it is Lenin developing Marx’s argument, " Parliament itsdf is
given up to talk for the specia purpose o fooling the '‘Common
People’ ™.® But Lenin writing State and Revolution in 1917 in a
revolutionary situation was paving the way for the settting up of
Soviets, the sdf government o the masses, as working not just talking
(parliamentary) bsdies. This was wholly in line with Marx’s critique
d the modern representative state and raises profound questions
about the " Parliamentary Road to Socidism™. What Marx and Engels,
however, were saying about the political system under capitalism was
not simply that it was part o the repressive apparatus of a dominant
class, nor o purely ideological importance, not even solely as a sort
o safety valvefor therising pressured the working class.

"The state', Engels writes, "isa product of society at a particular stage
of development; it is the admission that this society has involved itsdf in
insoluble antagonisms that it is powerless to exorcise. But in order that these
antagonisms, classes with conflicting economic interests, shall not consume
themselves and society in fruitless struggle, a power, apparently standing
above society, has become necessary to moderate the conflict and keep it
within the bounds of order; and this power, arisen out of society, but
placing itself about it and increasingly alienating itsef from it, is the
state,’10

It is an essential part o Marx’s andysisd the role d the date,
therefore, and one to which Ralph Miliband earlier recalled our
attention, to see the state not only apparently but in some respects
actually "as independent from and superior to all socid dases as
being the dominant force in society rather than the instrument o a
dominant elass."* |t is not only that sections o the ruling dass may
be divided, while the state institutions have a continuing unity, but
that there are periods according to Engels "when the warring dasses
0 nearly attain equilibrium that the state power, ostensibly appearing
as a mediator, assumes for the moment a certain independence in
relation to both.”*? Engels examples were taken from the absolute
monarchies o the Seventeenth and Eighteenth Century, the Bona
partism o the First and Second Empires in France and the Bismarck
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regime in Germany. Lenin adds, in quoting from Engels, the case of
the Kerensky Government, ""at a moment when the Soviets, thanks
to the leadership o the petty bourgeois democrats, had already be-
come impotent while the bourgeoise is not yet strong enough t~
disperse them outright.”*® This might, d course, only be a moment
d time, but it might also relate to a quite extended period.

It is not, o course, being suggested here that the British working
class organizations in the early 1970s have the same revolutionary
conviction or structure as the Russian socidistsin 1917. Their strategy
in relation to state power, in any case, will need to be o different
kinds according to their understanding o the state. If this is seen as
a monolith which can only be toppled by forces working from outside
it, either by the defeat o a state in war, aswith Russain 1917, or by
a working class organized outside the state sysem, as Marx seems to
have imagined it for a time, at least in the middle o the Nineteenth
Century, then one strategy will be appropriate. If, however, the state
is not a monolith but made up d a set o institutions designed to
incorporate the cdass struggle, and working dass organizations thus
develop a dual role d acting within the state system as well as acting
to replace it, then the appropriate strategy will be quite different.
The assumption here is that the potential strength of the working
class in Britain is such that it not only has this dual role but that a
situation d dual power within the state syssem may be a necessary
part o the transitiona stage to full power. What was designed to
incorporate the working dasses could then become its opposite, given
effective working class organi zation.

We are not speaking here so much o the palitical institutionsupon
which the strategy o the parliamentary road to Socialism was buiilt,
asd the economic ingtitutions which have become crucial for working
class organizations in framing a new strategy for the transition to
socidism. Dual power is not envisaged as a sort d condominium any
more than socidism is to be seen as a change in power over a given
state system. The task o the working dass is to begin to build an
alternative to capitalism even insde the womb o the old system. This
is our revison d the Marxist canon which draws from the Com-
munist Manifesto the dogma that the working dass has " nothing of
their own to secureand fortify." Marx and Engels in fact were speak-
ing only o property —that which "all preceding dasses that got the
upper hand” had first attained; the rest  the sentence makes this
clear: "their misson is to destroy all previous securities for, and
insurances of, individual property.”** We are not here arguing for
cooperative property within private capitalism, which Marx correctly
ridiculed. What we shall be arguing is that working dass organiza-
tions can and will increasingly establish checks and controls gwer
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capitalist economic power which indeed provide them with " something
d their own to secure and fortify". If thisgeneral concept is accepted,
then it becomes quite crucial to study in great detail the working of
the state institutionsin modern society and particularly their relation-
ship to the working o the economy. It is this detailed examination
that will be attempted in this essy, first by examining the economic
concept of a"Welfare" state.

2. The Concept o Welfare Economics

The history of welfare economics provides an excellent illustration
d what we have called the conformative, as distinct from the repres-
sve and ideologica role of state institutions. In the first instance the
concept was largely ideological. The phrase " The Welfare State” is
claimed to have been invented by Sir Alfred Zimmern in the late
thirties "'in contradistinction to the 'Power State' d the dictators.”*®
The concept had a much longer history in economics. Alfred Marshall
himsdf confessed in later life that he "developed a tendency to
socialism which was fortified later by Mill's essays in the Fortnightly
Review in 1879.”*¢ Marshall, it was recently revealed, was writing
for the working-class newspaper The Beehive in 1874 on the "'Laws
d Political Economy.”** While carefully distinguishing questions to
be determined by the laws o the science and those which must be
decided by our moral judgments, he asks ""What are the exceptional
caes in which the interest o traders, whether they offer for sde
commoditiesor labour, may be in collison with the interestsd society
as a whole?”*® By 1879 Marshall abandoned Political Economy for
Economics, but he did not stop moralizing. At the end o the famous
Principles d Economics, first published in 1890, he is appealing for
"awider understanding o the socia possibilitiesof economic chivary.
A devotion to public well-being on behdf o therich...” Meanwhile,
he ses the state as being "required to contribute generoudy and
even lavishly to that sde d the well-beingd the poorer working class
which they cannot easily provide for themselves; and at the same time
to indst that the inside o the houses be kept clean, and fit for those
who will be needed in after years to act as strong and responsible
cltizmne, ™

Marshall's reasons for abandoning political economy in favour of
economics are d great interest to us. He not only wished t= separate
the discussion d ends and means in the interests of scientific precision
but he wished to make a political point about the conflict of ends.
Thus hewrote in 18vg, twelve years that is after the Reform Bill :

"The nation used to be called the 'Body Palitic'. So long as this word was
in common use, men thought of the interestsaof the whole nation when they
used the word 'Political’; and then 'Political Economy' served well enough
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as the name for the science. But now ‘political interests generally mean the
interests of only some part or parts o the nation; o that it seems best =
drop the name 'Political Economy' and to spesk of Economic Science, or
more shortly, Esenemics."1

The political economy o J. S Mill whose essays had reinforced
Marshall's liberal socialism had been based on a distinction between
the laws o production, which are determined by technical conditions,
and the laws d distribution which are governed by human institutions,
particularly the ownership o property, which are thus capable of
reform. The ultimate failure  the marginal productivity theory of
distribution to reconcile Mill's distinct laws in a general theory of
product prices and factor prices led to Welfare Economics. As one
writer has put it, "the economists attempts to judge public policies
in termsonly d the efficiency o resource alocation given the existing
distribution d income tended aways to end with value judgments
about changes in income distribution.'** Vilfredo Pareto, the founder
d Welfare Economics, was concerned to establish a clear distinction
between efficiency and equity and to widen the area o economic
anaysis on efficiency critieria without raising value judgments about
equity. Ideologicaly this was d the greatest importance because the
distribution of income could then be left to some such formulations
as Pigou's::

"Provided that the dividend accruing to the poor is not diminished,
increases in the size d the aggregate national dividend, if they occur in

isolation without anything else whatever happening, must involve increases
in economic welfare."*

And later :

"Any case which increases the absolute share o that income in the hands
of the poor, provided that it does not lead to a contraction in the size of
the national dividend from any point of view, will in genera increase
economic welfare.”24

The question o existing property distribution is indeed raised by
Pigou. Pareto's assumption, that the form o income distribution found
to be current under existing laws d inheritance is in any absolute
sense “'necessay”, is challenged.*® But the possbility that efficiency
(in terms o the marginal net product o labour) and equity might be
in direct conflict was not raised. It was left to a later Cambridge
Professor o Political Economy to raise this crucial question, and to
decide that the conflict was not only posshble but probable under
conditionsd large scae automated industrial production. ™

What Welfare Economics did was to concentrate economists atten-
tion on increasing the sze o the national cake within the existing
market system. Even if this involved some increase in the share of the
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poor, this could still leave the rich with a larger dlice than before.
The ground was thus laid for persuading the rich to accept Keynesian
measures designed to increase the marginal propensity to consume
rather than save, and thus to maintain aggregate demand for full
employment. Welfare Economics concentrated attention aso on the
common interest o capital and labour in raising the total national
product. Thewholed Part III o Pigou's Economi cs d Welfare (nearly
a third o the book) is concerned with "building up the machinery,
through whose aid it is hoped that industriad peace may be
preserved.”™ Though the book was first published in 1920 much that
iswritten in it both of ""voluntary arrangements” and "' coercive inter-
vention" has a remarkably contemporary ring in 1g71.** The institu-
tion o Whitley Councils, d Industrial Courts and arbitration by non-
governmental boards are commended and the conclusion reached
that the interestsdf the national dividend will be best promoted under
a sytem o piecewage scades controlled by collective bargaining
between Unionsand employer,™

Welfare economics has had its critics, from the right and the left.
Little concludes his critique by quoting Keynes sdf-satisfied defence
d the market (though we must not miss the last four words):

"There is no reason to suppose that the existing sysem serioudy mis-
employsthe factors of production which are in uze. ™80

I't has been left to Maurice Dobb to raise the crucial question o
the existing distribution o income that is assumed to be given "'in the
marker."" Behind this we have already reveded lies the even more
important distribution o factor ownership. In the traditional econo-
mist's view "digtribution is smply a special case of price theory™;*
but it makesa great deal o difference, and not only to income distri-
bution, whether an individual hasland or capital to take to the market
to be priced, or only his labour; and Welfare Economics failed to
relate price theory to this central fact.

Adam Smith, who first insisted on the role o the market in assuring
the best alocation of resources, had, as Marx noted, no illusions in
the matter.

" The person who either acquiresor succeeds to a great fortune, does not
necessarily acquire or succeed to any political power, either civil or military.
His fortune, may, perhaps, afford him the means of acquiring both, but
the mere possession of that fortune does not necessarily convey to him either.
The power which that possesson immediately and directly conveys to him
is the power o purchasing; a certain command over all the labour or over
all the produce of labour which is then in the market.””33

Marx after quoting this passage goeson :
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" Capital is thus the governing power over labour and its products. The
capitalist possesses this power, not on account of his personal or human
qualities, but in as much as he is an owner of capital. His power is the
purchasing power o his capital, which nothing can withstand. Later we
shall see firs how the capitalist, by meansof capital, exerciseshis governing
power over labour; then, however, we shall see the governing power of
capital over the capitalist himself.”34

The market is thus not neutral except in a formal sense. It is only
the result o the mystification  what Marx called ' commodity
fetishism™ that a social relationship between people—capitaists and
labourers— appears as an exchange d things in the market--capita
and labour.™ Leaving the determination of prices and the allocation
d resources to the market, despite al the welfare economists
advocacy d state intervention to redistribute incomes by progressive
taxation, to promote industrial peace and to increase the national
dividend, still left the basic distribution o power and wealth between
capital and labour unchanged. After quoting from recent studies the
very small changes in the distribution of property ownership which
have resulted from fifty years of welfare budgets (Table 3.1), Meade
concluded that the welfare state could only lead to a more equa
distribution of income through such highly progressive taxation as
would “be bound to affect adversely incentivesto work, save, innovate
and take risks"; and even then ""An unequal distribution o property
means an unequal distribution of power and status even if it is pre-
vented from causing too unequal a distribution o income."™ If the
effects of the welfare state on the actual distribution of wealth have
been dight over the period o fifty years, this is not, of course, to say
that without the welfare state the distribution of wealth might not
have become even more unequal. We shall return to the redistributive
effectsd the current structure of taxation in a moment.

Welfare Economics, however, has had perhaps its greatest impact
in recent years in raising the question o the social costs and benefits
o resourceallocation, if determined only by market prices. |t was when
competition in the market became an untenable assumption of
economic behaviour that Welfare Economics was introduced to provide
some guide lines for public policy without entirely abandoning the
methods of anadysis o economists. Welfare Economics was required
not to replace but to reinforcethe working o the market in the aloc-
ation o resources and the distribution d incomes. In the first place,
the divergence o private and socia codts and o private and socia
benefits could, according to Pigou, be identified and rectified by govern-
ment intervention through taxes and subsidies and controls o various
kinds. Pigou's famous example was the law against factory chimney
pollution which has an increasing relevance in our day®”. Secondly,
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the difficulties surrounding the comparison and conflict o individual
welfare could, according to Kaldor and Hicks® (following Pareto), be
reconciled by government compensation. The possbilities d legally
enforceable amenity rights, with compensations for waiving them or
losing them, have since been explored by Mishan.*

The role o the state is here envisaged as a much more substantial
one comprising repressive and conformative elements. The argument
has been most fully developed by W. J. Baumol*. Where goods, or
more likely services like public parks and roads, are o such a nature
that the clam on resources d one person does not reduce the
resources available to others, individuals will set the market value of
these claims very low. Since they hope that someone else will provide
and pay for the road which they can then use, they will resent paying
for a share d something that is aready public. Thus "the basic
argument d the present volume," says Baumal, "indicates why, with-
out explicit regulatory intervention, the uncoordinated activities of the
individuals who compose a society may fail to achieve the gods o
the membersd the group™.*

The state is brought in by the welfare economists to ensure all those
economies and correct those diseconomies that are external to the
workings d the market. This is a major requirement and writers like
Baumol and Little accept that the contribution d welfare economics
is dight except "'in rejecting shoddy arguments and essy fallacies™,*?
The attempt d the Welfare Economists to discover ways o bringing
social and interpersonal costs and benefits into the market system, if
necessary by legidation, remind one o nothing so much as Frolemy's
construction d epicycles to correct the failure d predictions based
upon an earth-centred model o the solar syssem. Baumol, after con-
sidering the alternative to the market in forms of central planning,
concludes rather weskly that **decision by any central planning group
or any other body acting asalocator d resourcesin place o theauto-
matic market mechanism, may not be much more successful than the
market in eliminating deviations from ideal output. Indeed errorsin
estimation o consumers demand may more than offset any such
corrective influsnces™.** The problem for socidigts is precisely that of
finding alternative ways of estimating consumers demand to those
o either centralized planning or the automatic market mechanism.

Baumol continuesin the next sentence:

"Of course, it may be objected that there is maldistribution of wealth and
that the market mechanism is excessively 'loaded' thereby. But this is an
argument for redistribution of wealth rather than for abandonment o the
market mechanism, except in so far asit is believed that a market mechanism
will tend to break down for lack of incentive if too inflexible a distribution
of wealth is enfosced ™+
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The exception is important and raises doubts about Meade's solu-
tion by wealth taxation to the problems he raised. An even more
seriousdoubt arises concerning all attempts at redistribution of wealth,
if the market itsdf is not only 'loaded’ but continuously 'reloading
itself' 30 to speak in the process of capital accumulation. And this
is just what we shall suggest is the case. The loading mechanism has
to be reveded in what follows and the effectsof state intervention on
this mechanism. The argument o the foregoing section is that, limited
though they may be in achieving "an ideal output”, Welfare state
measures do confer real benefits which each individual's pursuit o his
own satisfaction through the market would not have achieved. The
state in assuring these benefits enforces a conformity or consensus
upon all citizens about those public benefits that are to be conferred
and those that are not, and about the cost that is to be paid for them.
Consensus poalitics is then concerned with fairly minor variations in
the benefits to be provided. It is not concerned with great inequalities
o wealth.*®

3. Welfare State Receipts and Expenditures

I't is necessary now to examinein detail the forms of state expendi-
tures, to reveal what has been described here as a 'loading mechanism’.
As a framework for such a study we have rejected the view d political
theorists that the capitalist state is nothing more than an instrument
(with repressive and ideological aspects only) for maintaining a
capitalist class, and we have insisted that it is aso to some extent a
battle ground o the dass struggle in which the conflictsof economic
classes are "moderated and contained” through conformative state
action. We have also rejected the view of economic theorists that wel-
fare can be discussed without examining the distribution of property
ownership and the reproduction of that distribution through the work-
ing d the market; but we have noted the important benefits that state
intervention in the market may confer. It is clear from Table 3.1 that
extraordinary little change in property ownership has been effected
over some fifty years. Are we now to conclude that none of the hard-
won advances in welfare, for which generations d socidists and trade
unionists have struggled against such bitter opposition from the
capitalist class, have been more than an ideological confidence trick
—to assure "'a reasonable degree of economic efficiency by the erection
o social and political shock absorbers, whose function is to offset the
gross inequalities and the natural insecurities d the capitalist ardes™ 57

The quotation comes from an article by John Saville, who accepts
that "'the pace and tempo o socia reform have been determined by
the struggle o working class groups and organizations™, but concludes
that "'the Welfare State is the 2oth Century version of the Victorians



Twe Weiraee State v Barram 145

saf-help™ and the only gain to the working class lies in their greater
"experienceand maturity". A reply to thisarticle by Dorothy Thomp-
on may serve to introduce a review o the actual welfare state
expenditures as they have developed. For Dorothy Thompson "' The
real significanced the welfare sarvices, and o the legality d Trade
Unions and other working class organizations, is that these are, ob-
jectively, victories for working class values within capitalist society™.*®
She distinguishes these sarvices—"''the maternity services (apart from
the extra payments to insured women), the health service, the pre-
schoal clinics, the school medical and dental services, the education
system at least until the age of eighteen, as wdl as partialy free
services like the school meds . . . and othersfor which no payment is
made by the recipient . . . provided purely on the bass d need, and
not o cash payment, or even abstract conception o social value. . .
as a profoundly anti-capitalist conception . . . the exact opposite of
the Victorian ideal of sdf-help”. This distinction between the free
services and those based on an insurance contribution provides a
starting point for our analysis as we examine the second test o these
two viewsd the Welfare State.

Table 32 provides the broad historical record o the growth of
public expenditure over fifty years from a level equivalent to about a
sixth o the national product to a little over a hdf o it (nearly
£20,000m. in 1968). The capital formation d the public corporations
isincluded in this figure, but not their paymentsfor wages and goods
bought from outside their sector for current consumption. This totals
another £5,000 million or 13.5 per cent d G.N.P. The socia services
share in this expanded area o public expenditure has aso grown over
the fifty years—from about a third o the total to nearly a half. If we
now distinguish in Table 3.3 those parts of the socid services which
are provided free or without any element o sdf help (in N.I. contri-
butions, rates etc) we can certainly say that around two thirds o the
total fall into this category. So, d course, do the social security supple-
mentary benefits which are excluded and listed in the Table as
‘assstance. Excluded here aso are the subsdies—to housing, food
and agriculture, coal industry and transport—which can alternatively
be regarded either as support for money lenders, farmers and so on,
or as a part of the socia service provison. Another item that might
be included in the socia services is the government's contribution
to the redundancy fund and to industry's retraining schemes.

The evidence here suggests that the major element in the socid
savices, despite housing rents, health service charges and payments
for school fees and higher education (according to income) is that of
free provison and not of insurance. Morever, this element has been
growing; and the Treasury's plans under the Labour Government for
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the period up to 1473/ 4 envisaged this continuing. What changes will
be made by the Tory Government are not yet clear but al the indica-
tions are that it is precisdy the socid service element that they will
try to cut and 'self-help’ that will be encouraged through increased
payments for services. |t cannot, however, besaid that thiswas already
in 1970 the trend, although the arguments for a move in thisdirection
have for long been gaining ground among writers on the right.** Wel-
fare policy in the 1g70s, said one o these writers, “looks like being
concerned not with deciding whether to transfer much of welfareaswe
have known it from state provision to private choice in markets, but
low™. ™ Justification for this view can be found in the wage related
benefit and pension schemes introduced by the Tories in 1961 and
extended by the Labour Government hills in 196g; and the latter
government's continuation o the wage stop and its reection of
minimum wage legidation; in the health service charges reintroduced
by Labour in 1968 and in the pressure of the British Medical Assodi-
ation for a two-tier health service—minimum standard free and
above that according to choice (i.e. purse). Nevertheless, it needs to
be repeated that the greater part d the social services till remains
free in Britain in 1971 and may till be defended by militant working
class action.

When we say that they are free, o course this only means that
they are not paid for directly; and the second part o the argument
which we are considering is that the tax structure is extremely regres-
sve and involves therefore little or no redistribution o income. The
poor pay for their own social services, it is said. Table 3.4 shows that
there is some evidence for this. Taking an average household of man
and wife and two children, only the bottom ten per cent are net bene-
ficiariesafter all taxesare paid. The break-even point comes at about
£1,000 a year and the article from which the Table is taken shows
that the break-even point is even lower for single adults while being
higher for larger families. It is particularly striking that even those
with incomes of £3,000 and over keep on average three quarters o
their incomes after paying taxes.

The most regressive element in the tax structure is the National
Insurance contribution. 1f we exclude this and the cash benefitsgoing
with it, the tax structure looksa little less regressive; but the break-even
point goes rather lower and the over £3,000 a year households still
keep three quarters of their income. (Table 3.6). This method of
calculation eliminates the family allowance, moreover, which is paid
equally to all families. The fact is that it is only at the very highest
level d incomes that the tax structure becomes really progressive and
at this level there are wide opportunities for tax evasion, as has
frequently been pointed out.**
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A balance sheet of taxes and benefits can be drawn up in another
way by setting revenueand expenditure side by side according to major
categories. Thus in Table 3.7 the National Insurance Account almost
balances after including a sizeable government grant. The Public
Corporations require heavy borrowing through the government for
their capital expenditure involving interest payments o over £500
million a year. Private industry pays out in Corporation Tax and
SE.T. etc about £2,000 million a year and receives back about
£1,650 million in grants and other aid. The balance o this together
with Income Tax and Surtax does not quite pay for defence, external
relations, law and order, administration and the Debt interest of
central and loca government. but is about £600 million short on a
total d over £5,000 million. If we assume that the expenditure on
roadsis paid for out d motor duties and a small part o the hydrocar-
bon oilstax, then the Taxes and Expenditure plus rates and rents
amost cover the £7,000 million of social services expenditure, both
capital and current, with £850 million to be found from borrowing.

With the exception o the National Insurance Fund and the Public
Corporations' Accounts, none of these is of course, a specific revenue
and expenditure account, but together they provide a general picture.
Can we conclude that the workers pay for their own social services
—those who drink and smoke and burn petrol for those who do not?
Perhaps we can, but the very large area of freeservicesremains a fact,
a bastion even o socidist conception to be defended against attack
and extended in the future. In an article quoted earlier, Dorothy
Wedderburn concluded :

"Welfare State legislation in capitalist society is a battleground, not only
for the short term solution of immediate social problems but aso for the
longer term battle o ideas. The former has received much attention from
the Left; the latter all too Lttle"k=

4. The Statein the Political Economy

Most o contemporary argument about the expanding area o
public expenditure has not in fact been about its socia effects but
about its economic role. Redistribution o wealth as a social objective,
the extension d socia provision in place o private goods and the
principle o one service for dl—these have al been buried beneath
the argument about managing the economy with the am o stepping
up the rate d growth d output per head. This after all was the
burden d the welfare economists, that so long as no one was made
less well off in the process, an increase in the national dividend was
the most acceptable objective d economic policy. Management has
been largely concerned with maintaining aggregate demand at a high
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enough level for full employment without too much associated inflation
and/or unbalancing d the foreign payments account. The record in
Britain has not been particularly impressive compared either with
earlier periods or with other countries in this period. The levd of
unemployment has not been high; there have been no deep depres-
sions; but the rate o growth d the national product at about =} per
cent p.a. in the 1g950s and 1g60s has been only a little above both that
to 1413.™ |t must be added that output per man hour, in manufactur-
in the period o the 1920s and 1g30s and in the whole period from 1857
ing at least, has been rising rather more rapidly in the 1960s—a about
3.7 per cent p.a.; but economic growth on the Continent o Europe has
been at over 5 per cent p.a. since 1g50."*

What must concern us here is the form which public expenditure
has taken, given these objectives d economic management, and the
institutions through which it has been disbursed. It needs first to be
recaled that monetary measures proved very much less effective
in regulating aggregate demand than Keynes had originaly ex-
pected; and governments were forced increasingly to rely on fisca
measures to influence consumption levels.®* More recently, govern-
ment spending has been used particularly in order to reinflate economic
activity after a period o deflation and with a very definite eye to
forthcoming national elections. For a period d Sx or seven years after
they came to power in 1952 Conservative governments steadily cut
back public spending in real terms, 0 that the public sector was
reduced from 44.5 per cent to 40.5 per cent d the national product
(SeeTable 3.2). Then asa lead-in to theelection o 1959 public spend-
ing was stepped up in one year by £550 million, or by 6} per cent,
when prices rose only about 1 per cent. This sum amounted to over
24 per cent o the national product. In 1964 the increase in govern-
ment spending over the previous year was £1,100 million, ie. a 1o
per cent increase with prices rising by about 2} per cent. That sum
amounted to 4 per cent o the national product. In 1966 the increase
was nearer £2,000 million, a rise o 14 per cent with prices up by
about 4 per cent. That was 6 per cent d the national product. In al
these years the government party won the election. |t does not need
to be added that in the lead up to the 1970 éection public spending
was being increased by only about 3% per cent with prices rising by
over 5 per cent. But it is an important indication o the expectations
which a mainly working class electorate holds o the goods which
governmentsare expected to deliver.

Two questions arise : the first concerns just what goods those were;
the second concerns the total impact o these increased state expendi-
tures on the political economy of British capitalism. We saw in Table
32 that the increases in government expenditure have been in the
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socia services and in economic and other services to industry. These
last are listed in detail in Table 3.8. More than hdf d them are
contained within the public sector but an important new development
has been the growth of direct aid to private industry from a figure
equivalent to just over 4 per cent d the national product to one nearer
7 per cent. Here it is the giant companies, which might have been
expected to have adequate internal reserves, that have been making
the running in their demandsfor state aid and state markets, and were
certainly recelving most from aid under the Labour Governments
I.R.C. and Mintech programmes. Such a development had already
been foreseen by the F.B.l. in its statements on Research, Regional
Policy and Foreign Trade in 1952, but when the F.B.I. merged with
the N.A.M., representative o the smdler firms, to form the C.BL.I.
in 1963, the giant company chairmen formed their own private enter-
prise group to lobby Governments. |t isan important fact that the new
Tory Minister for Trade and Industry, Mr. Davies, came from the
C.B.l. stable and seems to be speaking for small business not big
business in his enthusiasm for disengaging the Government from aid
to lame ducks, leaving the individual to stand on his own feet without
featherbedding and similar metaphorical aid, just as his colleague Mr.
Carr seems to reflect the same narrow attitudes in his attempt to
curb the unions by legidation rather than incorporating them 2 la
Donovan. The divison here reflects an important divison in the
capitalist class and cannot in all seriousness be seen, as some have
done, as part of some diabolical capitalist policy of alternating con-
cesson and repression. Whatever happens to the Industrial Relations
Bill no one will certainly expect to see major cuts in the 1969-70
figured £1,700 million o aid to industry, least o all if Britain enters
the Common Market; for then the cries o private industry for pro-
tection and cushioning aid will become deafening.

The £1,700 million aid to the private sector comprised nearly a
tenth o all public expenditure and is equivalent to haf o all private
sector fixed capital formation excluding dwellings. Of course some of
thisaid is a subsidy to income (agricultural support) and some a sub-
sidy to variable costs (employment premia), but it all adds to the total
receiptsd private industry and agriculture, from which capital forma-
tion has to come. Since the public sector of capital formation already
accountsfor about a half of al such capital formation, with or without
the incluson o dwellings, it is clear that the accumulativerole of pri-
vate capital has been greatly reduced. This can be looked at in two
ways, either as a once for all process of strengthening a temporarily
weakened British capitalism through state intervention, or as a contin-
uing rescue operation which reveals the growing failure of the system
to develop the technological forces at man's command. The Labour
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Government planned to check the growth o its aid to industry by
19734—se Table 38. It has been one of the Conservatives claims
that they will sharply reduce the roled the state in the economy. We
shall see whether they can; and if they do what destabilizing results
follow.

The economic objective o this state aid to industry has been to
encourage capital investment and especially in those areas, both
geographical and industrial, where private industry was reluct-
ant to invest. There were known to be unused reserves o labour in
many parts d the country and there was supposed to be underutilized
labour in many industries, and particularly in those that had been
nationalized, where capital per man hour was low and labour was
inefficiently used. Much o the money provided went to firms for
doing things they would probably have done anyway and some o it
was self-contradictory;® but in the period of savage deflation after
1966 a higher levdl o investment by private industry probably took
place than would otherwise have occurred. Redundancy payments
and the partially phased rundown o the coa industry together with
the measures to stimulate economic development in the regions cer-
tainly made the process of deflation less intolerable than it might
otherwise have been.

By far the greater part of the increase in state expenditure of recent
years, nevertheless, has been in the social sarvices—an increase over
the decade d the Sixties from a figure d just over 18 per cent d the
national product to something over 26 per cent. It is sometimes said
that this is no more than a response to the increase in numbersat risk
— old people and o children on the one hand and d the unem-
ployed on the other. In fact the growth of socia security payments has
not been quite as fast as the general growth, at about 6.5 per cent p.a.
in real terms, o the socia services as a whole (see Table 3.9). The fast-
est growth has been that o the building programmes—schools, hospi-
tals, houses. Expenditure on these has been growing in the 1g6os at
about 8.5 per cent p.a. in real terms. Since the whole population grew
by less than 1 per cent p.a., and the child population by about 2 per
cent p.a. and the population d older people by 1.5 per cent p.a. there
has been a real improvementin provision in these directions. |t should
be noted, however, that the Treasury envisaged an easing off o these
rapid rates o growth in public expenditure after 1969 to something
nearer 3 per cent p.a. (Table3.9).

The result d the increases in state expenditure by both Tory and
Labour governments between 1958 and 1968 was to raise the share
d the National Product which passed through government hands
from just over 40 per cent to over 52 per cent. This is a qualitative
change amost equal to the two earlier changes in the share o the
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State in the National Product—the doubling o the state's share in
the first world war from 1g per cent to 27 per cent and the increase
in the second world war and just after it, which raised state spending
from 30 per cent to 40 per cent of the National Product. What is to
be the end of this forty year process which has increased the state's
involvement from just over an eighth to over a half of all national
economic activity? What forces have motivated it? This increased
intervention of the state—in some measure of income redistribution,
in aggregate demand management and in absorbing economic sur-
plus (especially through arms expenditure) —is generally cited as the
reason for the nonfulfilment of predictions in Marx’s economic model.
Under the model the competitive drive of private capital accumu-
lation led to a polarization process—increasingly concentrated capi-
tal at one pole, misery and insecurity of employment and wages held
back by an ever replenished reserve army o unemployed created by
labour saving technology at the other, with a consequent falling rate
o profit and increasingly deep cyclical crises foreshadowing a break-
down d the system. The basic assumption o the model was that the
system was self-regulating through the market. The growth o state
intervention naturally, therefore, raised doubts about the value of
the model. If, however, it has been necessary to increase steadily
the share o the state in the economy in order to ensure a managed
capitalism, it would rather suggest that some increasingly destabilizing
or polarizing forces were indeed at work underneath. Had there been
no such forces at work, a once for all level o intervention by the
state should have been enough to correct the forcesat work. A steadily
increased level of intervention suggests a steady increase of forces to
be corrected.

An aternative explanation would be the purely political demand
for increased socia provision, supported by the welfare economists.
On this view, increased state intervention would not be economically
necessary, but the result of the rising standards of consumption o
goods creating a growing demand for expenditure on public services
out of margina income. There certainly is this element in the picture
as we have seen it, and the demand for free socia services—hedlth,
education eic—mugt account for a large part of the increased ex-
penditure. It does not account for the increase in either the aid to
private industry and the finance o the public corporations or the
increased provision against poverty. This last provides us with an
important test. Despite growing general affluence widespread poverty
remains not only in the underdeveloped two thirds of the world
but inside the most affluent capitalist economies themselves. This
has been well attested in the United States by writers like Kolko,*T
Harrington®® and Ornati®® and can be explained by the lower levels
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o state intervention than exist in Britain. But this cannot simply be
the result of a relative political failure of working class demands
where the general level of affluence is so much higher. It is hard to
avoid the conclusion that there must be forces at work o the kind
Marx suggested to generate such a polarization of wealth and poverty.

In the case of Britain the inequalities may not be s great but the
evidence for an underlying polarization process would be very strong
indeed if, despite the massive increases in public spending in the
decade of the 6os, it were true, as is often asserted, that in terms of
personal income during this period the rich got richer and the poor
got poorer. The evidence was carefully documented by John Hughes
for the period from rgss to 1965.%° This showed a much greater
increase in property income than in income from employment, while
transfer incomes were keeping only just ahead of employment incomes
in total sum and falling behind in income per person as the number
d the older population increased. Since 1g65 it has to be said at once,
and contrary to much received opinion on the left, that these trends
have been checked—mainly by increased state spending. Table g.10
shows the growth of transfer incomes far ahead o other incomes;
and employment income at least keeping in line with property income
according to Blue Book figures, and actually drawing well ahead
according to the National Institute figures.

At the same time there is plenty of evidence that within the range
of employment incomes the gap between the better and less well paid
has been widening. The increase in saaries shown in Table g.10
reflects an increase in the salariat; salaries per head barely kept up
with manual earnings in the 1g6os (see Table 3.11). On the other
hand men's average earnings for manual work, which were already
nearly double women's grew faster than women's; and inside the two
sex groups the better paid increased their wages faster than the less
well paid. Thiswas not, however, true for men in manufacturing who,
starting from higher levels altogether, fared better than men outside
manufacturing industry; nor was it true for men or women in admini-
strative, technical and clerical work. There the lower income weekly
paid workers improved their position relative to the higher income
monthly paid. The widening gap evidently occurred between the pay
o workersin manufacturing industry and those in other industries and
between relative payments inside these other industries themselves.

I't is precisely the kind d gap we might expect that increasing auto-
mation with the labour-saving effects o new capital investment would
generate; and to correct it seems likely to require increasing additions
to state expenditure. It has much relevance to the economic role of
public spending. This appears now to consist not only of managing
the economy to maintain aggregate demand for full employment, not
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only by more state spending and by some very modest redistribution
o income, but also by protecting a bottom layer in society whose
position is continuously being worsened and tends to pull down the
whole level of aggregate demand. This was the problem to which
Peter Townsend and Brian Abel Smith were directing attention in the
early 1g6os. At that time they listed between 7 and 8 million people
who had incomes at or below the social security standard :™

a. 3 million in families whose head earns a low wage; a million of these
having incomes below the basic assistance rates plus rent and this being
subject to a wage stop when the wage earner is unemployed;

b. 2% million pensioners of whom 850,000 had incomes below the basic
rates,

c. 4 million in fatherlessfamilies; 300,000 below the basic rates;

d. % million in families with a disabled or sick father; aso,moo below the
basic rates;

e. 4 million in families with the father unemployed; 250,000 below the
badc rates.

There is little doubt that some improvement had been made in
these figures by 1970, although the number of unemployed had risen,
and the wage stop that prevents payments of benefit beyond the level
o earnings while at work still remained. The improvement was the
result of increased family allowances and higher pensionsand benefits,
but neither had been increased to the extent that Townsend and Abel
Smith believed to be required to have any major impact on the
problem. The reason for the small scale d the improvement was
given clearly by the responsible Labour Minister in 1967, when
Conservative critics challenged his statement that the addition still
left half of the children in families that would still be below the level
d supplementary benefit and asked for a more discriminating allow-
ance: "If the line were drawn, as | understand the Opposition would
draw it, well above the supplementary level its disincentive effect on
those below would become very marked issdeed.”*

Beveridge's advocacy of family allowances (twenty years after they
were advanced in Eleanor Rathbone's The Disinherited Fani | y) was
precisely designed to avoid the disincentive effect of a high rate of
benefit, but Beveridge was careful enough to make clear the connec-
tion between a sufficient income during earning and a national
minimum for families. What Beveridge did not envisage was the use
d a wage stop in lieu of a gap between maximum benefit and mini-
mum earnings. But the fact that benefits have been raised to this
extent while earnings have remained 0 low provides the clearest
indication of the conflict of pressures inside the capitalist system.
The obvious solution—a legislated minimum wage—although firnmy
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advocated by Mr Wilson in the 1964 Election Campaign,™ was
rejected in the 1965 National Plan on the grounds that it "would
not contribute to faster economic growth.”"® The implication of this,
as of Mr Gordon Walker's remark, is that one of Pigou's propositions
for Economic Welfare is being broken, that which required that pro-
ductive efficiency should be increased "without the exercise of
compulsion or pressure upon people to make them work more than
their wishesand interests dictate."™

And here we come to the crunch of the economic role of the Wel-
fare State. Far from the increase in public spending having buttressed
up the capitalist system ideologically as well as financialy, what could
be more totally destructive o the system's whole ethic and motive force
than that people should deliberately choose leisure, should prefer not
to work, should follow the hippies? It is this shattering rejection of
their whole way o life that drives the supporters of the system to
distraction when they see young people positively enjoying idleness.
I't is not to condone scrounging and sponging on other people's efforts
to emphasize here that the demand for a decent living out of a system
that can manifestly produce affluence is a revolutionary demand.
Those workers who have set their wage claims at what they know
could be produced, if only industry were operating at full capacity,
are making the same demand. The question of organizing the indus-
trial system 0 that the incentive to work is preserved remains to be
solved. This is where the conformative role of state institutions is so
important and we shall return to this in the last section of this

I't istime to sum up what has been said here about the growing role
o the state in the political economy. The main increases have been
in aid to private and public industry and in free sociad services,
especialy education, health and environmental services but including
also socia security payments (assistance). Two possible reasonsfor this
are considered : first, the growing political demand for public services
as the need for private goodsis satisfied in an affluent society; secondly,
the economic necessity of increasing state intervention to offset the
destabilizing and polarizing effects of private capital accumulation,
especiadly in a second period o revolutionary labour saving
inventions, equivalent, to those of the first industrial revo-
lution. To this we may add the demands o this second industrial
revolution for a much better educated, if relatively much smaller,
industrial working class. This provides the most powerful confirmation
o Marx’s general theory of the necessary correspondence of economic
structure and productive forces. What has now to be considered is
the effect on the traditional Marxist view of class struggle that must
follow from the new economic role of the state and the vast increase
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in state employees, and hangers on, at the expense of the numbers
o theindustrial proletariat.

State Institutions and the Class Struggle

I't will not be by the very poor and the drop-outs that the welfare
state is dissolved and replaced by sociadism, however much these groups
may reveal of itstrue nature. Those who work regularly, whether in
industry or in state institutions, are the ones with the power because
o the effects that their ceasing to work would have; and the more
organized the more powerful. As the trade union movement has grown
in strength, so ever greater attempts have been made to incorporate
it within the framework o state institutions. Consultation and con-
ciliation procedures have proliferated. What began with A. J.
Mundella’s Hosiery Board at Nottingham in 1860 was given new
impetus with the Whitley Councils that followed the Whitley Report
o 1917 and was most recently enshrined in the Donovan Commission
recommendation that the informal factory bargains between workers
and employers in British industry should be incorporated in a legis-
lated system o industrial relations. We may note here the Webbs
comment on the rapid spread o arbitration in the 186o0s, which
marked the increasing recognition o trade unions by the great
employers:

"As in the case of the political triumphs [the 1867 Reform Act] the men
gained their point at the cost of adopting the intellectual position of their
opponents. When the representatives of the employers and the delegates of
the men began to meet to discuss the future scale  wages we see the sturdy
leaders of many Trade Union battles gradually and insensibly accepting the

capitalist's axioms that wages must necessarily fluctuate according to the
capitalist's profits, and even with every variation o market prices. i

The question we have to ask here about the role o the Welfare
State is precisely this one about the conformative effect of institution-
alized procedures like the Webbs example d joint negotiation of
wages. For such procedures are now to be found at every level o
economic activity, creating a quite new framework for the politica
economy. Throughout the nationalized industries there are systems
o consultation at plant, district and national levels. For each industry
there is an Economic Development Council, and all are crowned by
the National Economic Development Committee. Most Ministries
have an Advisory Council or Committee and the Department of
Employment has the National Joint Advisory Council to advise it.
Each of these has two or more T.U.C. representatives, who are aso
to be found on the Regional Economic Planning Councils, and on g
number of other bodies some of which are listed in Table g.12. At
lower levels Trades Councils nominate representatives to college,
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school, hospital and employment boards and committees, and at the
base mogt factories have Works Councils and Safety Committees and
other devicesfor ioint consultation and sometimes for conciliation.

Trade Union strategy in relation to this whole structure o partici-
pation cannot be argued here. The growing argument for workers’
control rather than participation does not necessarily reject
participation in all d these ingtitutions, where they may provide
opportunites for putting forward an independent working class view
as well as for gaining experience o the facts of industrial and com-
mercial life. Listing only some items here suggests the enormous
range o occasions where a socidist aternative could be advanced—
at the verv least. in the battle o ideas but much more in conscious
challenge to the growth path of the giant companies. Some important
first steps in this direction have aready been taken at the T.U.C.
national level by the publication, since 1968,  a T.U.C. Annud
Economic Rewier.*?

Representativesd working class organizationson national economic
bodies are, however, not only subject to the conformative influences
which the Webbs described abbove, but they are even more at the
mercy o the paid officids who prepare the documents for their meet-
ings. Independent working class research is therefore of the utmost
importance; and despite the heroic work o the Labour Research
Department and d the small band o Trade Union Research Officers
and o academics associated with the Institute for Workers Control.
such research is still exiguous in the extreme. The point at this stage
to be considered is the potentially ambiguous character o the con-
formative role o state institutions, and especialy o the involvement
of working class organizationsin forms of participation in economic
decision making : on the one hand, everv effort is made to incor-
porate and to head off independent working class demands; on the
other hand, new opportunities are opened up for pressing these
demands and new confidence is engendered in the possibility of their
realization through concerted and well directed struggle from within
and without the state institutions.

What can here be said for certain is that a great part of the public
expenditure which we have been considering conssts d payments to
people who work in the public service. We can see in Table .13 the
great increase in wagesand salariespaid to operate the various services,
with particularly large increases in general civil administration and in
education. More than half (53 per cent) of the government's wage hill
on current account in 1968 was in the Social Services, compared with
only 45 per cent in 1955. The total number o employees in public
administration, excluding H.M. Forces, rose between 1955 and 1968
from 1,279,000 to 1,427,000 an increase d 12 per cent (e Table
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3.14), but the numbers employed in educational and medical services
(not o course all by the state) rose by a million over the period from
1} to 24 million, an increase o 76 per cent. These increases much
more than offset the decline in the employeesd nationalized industries,
where the rundown of man power in coa mining and on the railways
reduced employment by some 350,000 or 15 per cent. They also more
than offset the reduction of H.M. Forces from over 8o0,000 to under
400,000, so that something like 28 per cent of all employed persons
were on the state payroll in 1968, compared with 23 per cent in 1955.

The switch, however, from employment, mainly o men, in the
Armed Forces to employment, mainly of women, in educational and
medical services must have involved a profound change in the nature
o the state's institutions. It is of course, no doubt true that the same
conformative role that we found these ingtitutions playing elsewhere
is also played in the fields o education, health and welfare. The
authoritarian and safe establishment views of senior University steffs,
the proposals of the doctors for "choice” in medicine and the legal
restraints, together with the involvement of the police, in 0 many of
the welfare and care services, all go to prove it. The creeping blanket
of consensus politics tends to stifle all but the most rebellious. Manage-
ment committees throughout the Social Services include an undue
proportion of coopted members, generally from the propertied class.
Their manner of working is not, of course, overtly concerned to hold
back socialist consciousness, but their appointed role as watchdogs
o public spending within a market economy inevitably has that effect.
Very few funds are handed out for responsible bodies to spend under
democratic control. Adult education is in a peculiarly advanced
position in this respect, but the sums made available are small.

The fact remains that two and a half million medical, educational
and socia workers plus another million of the lower echelon of loca
and national government officers—most of them already well organ-
ized in trade unions affiliated to the T.U.C.—provide a potential
force for change that cannot be regarded in the same light as the
traditional state bureaucracy. The actions of students, and teachers,
in recent years have opened up the consensus. Child Poverty Action,
Housing Associations, Shelter, Care and other groups have already
shifted-fundamentally the grounds at least of the argument and
increasingly of the policies pursued. And with them there are another
two million workers in nationalized industries who know very well
that, while they are employed, they have something indeed to " secure
and fortify"". This is not to suggest that the nationalized industries
are an instalment of socialism or that conditions in them are perfect.
They are not; but they are better than most in private industry,
especialy in facilities for education and participation, which far from
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heading off further demands have served rather to whet the appetite
for more. Although those employed in the nationalized industries are
tied into the market economy in numerous important ways, as the
miners have discovered to their cost, nonetheless there is no denying
the differences in conditions of work, in treatment of redundancy and
in the expectations raised o public service aims however much these
have been disappointed.

Once again it is at first mainly in the battle of ideas that thisforce
may be expected to begin to show itsdlf, and the main field o battle
is becoming increasingly the rising concept o the economics of
resources against the economics o the market. The successful
strikes o the teachers, the dustmen, the nurses and laboratory
technicians for increased wages in the last few months of 1969,
reflected first o al a demand to keep up with earnings dse
where. This is o crucial importance because the discrimination
in wage payments against puklic employees has been a feature of all
western capitalist economies; and can be seen most conspicuoudy in
the current acts o the Conservative Government. The growing
resistance to this tendency and the growing strength o public em-
ployee trade unions are in part a response to government action.
Recent strikes of public employees have had, moreover, a second no
less important significance. They represent, that is not <0 much just
a claim on scarce resources, as a clam for the full utilization of re-
sources that are known to exist. Recent Government cuts in education
and health have actually meant that many men and women who
could have taught and treated the sick are doing other jobs or are
unemployed. A recent survey o women in the Yorkshire codfield,
where female economic activity is particularly low, revealed not only
large numbers of married women with high educational qualifications
who would like to return to work but enough women anxious to train
for new occupations and having the necessary educational attainments
to increase the number o teachers by 25 per cent and to double the
number o murses.® And thiswas in the Yorkshire Coalfield where it
is known that a large proportion o the young women with high
educational attainment leave the area to find work elsewhere.

It is precisely this demand for the full use of resources that reveals
a growing consciousness o the gap that is widening between the
changing technological forces and the capitalist property relations that
contain them. The combination of workers, especialy in the nation-
dized industries, who know that they have achieved a little more
responsibility and are aware d@ how much more they could achieve,
with teachers and sociad workers, frustrated by the limits set upon
their work, and students unable to find employment appropriate to
their qualifications, all thisis generating explosive social forces. What
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is being emphasized here is that it is to an increasing extent insi de the
state ingtitutions, and particularly in those d the welfare state, and
o the nationalized industries, that these forces are being generated.
The burden o this argument is that alongsde what Raymond
Williams has called the long revolution in culture and Edward
Thompson the long political revolution there is aso working beneath
them both and interacting with them a long economic revilution.*®

I
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Table g.r
Distribution o Personal Wealth in the U.K. 1grz-1960

Percentage Percentage d
Percentage Percentages o Total d Personal Incomes All Persona
d Personal Wealth from Property Incomes
Population 1grr-13 1936-8 1960 pre tax 1959 pre tax 1959
[ 69 56 42 60 12
5 87 79 75 92 24
10 92 88 83 99 34
Source: J. E. Meade, Efficiency, Equality and the Ownership of Property, 1964 Tablesi, 5 and 6.
Table 3.2
Analysisd U.K. Public Expenditure z1913-68
Shares of G.N.P. 1913 1923 1933 1948 1953 1958 1968
GN.P. (Factor cost) £m. 2527 4178 4042 10468 15000 20408 36686
Public Expenditure £m. 342 1154 1220 4210 6671 8308 19122
as % of G.N.P. 13.5 27.5 30 40.2 44.5 406 52.1
Current £m. 241 933 1023 3630 5147 6516 14245
Capital £m. 101 221 197 580 1524 1792 4877
Capital ¥» o Tota 29.5 9 16 14 23 215 25.5
Type of Expenditure
as % of G.N.P.
Debt Service 0.95 8.3 55 4.8 4.6 5.1 5.2
Military 3.0 4.7 3.8 7.4 11.5 7.6 6.7
Civil Government 0.8 L3 1.4 2.3 2.5 21 28
Economic Services 4.0 5 6.8 6.9 7.1 7.6 114
d which Public Corporations
Capital Formation - - - 22 3.2 33 44
Socia Services® 4.7 8.0 12.5 186 18.8 18.2 26.0
TOTAL 13.5 27.5 30.0 402 445 406 52.1

* Note: Socia expenditure includes all public housing expenditure current and capital, grossd rent receiptsin thistable.

Sources:. See Table 34
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Table 3.3

TOTAL £m.

Education

N.H.S.

Other Health }

Other Welfare

Family Allowances

TOTAL d the above

Housing (lessrents)
enefit |

- |
Assistance .I
Pensions
Food Subsidies
TOTAL
Agric. Subsidies E£m.

Sources: See Table 3.4

Analysis d Social Service Expenditure 1913-68

Total (net d receiptsd housing rent) analysed by Programme (%)
1948
1896

1913 1923 1933
1185 330 509
39 26.5 205
2_6 1_3-5 12
65 40 32.5
1.5 5 13.5
25 27 29
8.5 28 25
xo; 103 w;

Note: Other Health includes Sanitation and all enviromental services.

Sources of Reuenue

Analysis of Public Revenue 1913-1968

1913 1923 1933

Public Expenditure

Total £m. 941 1854 §-2-1,]
as % d Expenditure: -
Income Taxes 14 g 1]
Capital Taxes 13 g o
Expenditure Taxes a0 24 ab
Rates 9 14 14
National Insurance Contributions 5 5.5 T
P. O. Contribution 1 o5 1o
TOTAL above 77 Ba Ba

(
[

16
13
2.6
3.0
33
38
15.4
3-7
37
18.8
205

100

1948

4310

64

1556

Hyold

1g6h
1g1a

4.5
2.5

a8
i

1.5
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Profits, Interest and Net Borrowing 23 18 20 —1.0
Rents - - - 20
TOTAL L0 100 100 100

Sources: U. Hicks, Finance of British Governments, 1920 to 1936 Appendix Tables
National Income and Expenditure Blue Books, 1954 and 1968
London and Cambridge Economic Service, Key Statistics 1900-64

Table 35
Public Expenditure by Programme 1968/9 to 157574

1968/9 19718 10734

Education and Arts 2248 2521 2625
Health and Welfare 1850 2075 gago
Environment 693 797 860
Sub Total d above three as (%) (25) _(26) (26)
Pensions and Other Nationa Ins. 2343 4al 4060
Other Social Security 942 1078 )
Sub Total o above five as [F) (42) (43) (45)
Housing 1094 1201 1290
d which subsidies 233 339 350
Agriculture 361 442 450
Industry 1137 1255 1185
Transport and Roads 861 1005 1115
Defence 2438 2189 2070
Overseas and N. Ireland 737 827 g10
Law and Order/Admin. 938 1130 1210
Nationalized Industries
Capital Formation 1510 1436 1640
Debt Interest 2051 2025 2000
TOTAL 19214 20724 21630
as % (100) (100) (100
Note: Sub Total excludes about £250m. to £gna m. expenditure in
N. Ireland

Source: H. M. Treasury, Public Expenditure 1968-9 to 1973-4
Cmnd. 4234, 1969.
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Table 3.6

I. National Insurance

Employers
Employees

Sdf employed
Government grant
Interest etc.

2 Public Corporation Account

Surplus
Government subsidies etc.
From Government borrowing

3. Private Industry

Corporation Tax
SE.T.

Stamp Duties
Redundancy Fund

4. Defence, Law, Order and Administration

Income Tax
Surtax
Balance from Industry above

Comparisons o Public Revenues and Expenditures (Current and Capital)

by Categories 1968

Revenue (£m)
2386

1024

B3a
71
366

86

2655
1465

101
| 089

2039
1261
619
118
41

5377

4168
220
369

Expenditure (£m
P 2386 (#m)

Pensions
Unemployment

Sick & Maternity
Injury etc.

Other

Deficit

Gross Fixed Total
Capital Formation and Stocks
Net lending etc.
Write offs etc.

Interest to Government
Other

Agriculture

Transport (non-nat.)

Employment Premiums

Investment Grants

Other Grants

Net Lending etc.

Gross Fixed Capital Formation

Current Industry, Research and Employment
Services etc.

Redundancy etc.

Total d Above

Balance (see below)

Defence
External Relations
Law and Order

1712
134
398
118
106
-82

2655

1662
100
261
509
123

2039

400
23
15t
415
130
74
46

264
127
1670
369
5377
2453
323
496

Fis
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from borrowing etc o Capital Account

5. Roads

Motor Duties
Part o Hydrocarbon Oils Tax
6. Social Services

Taxes on Expenditure:
Drink
Tobacco
Purchase Tax
Betting
Part & Hydrocarbon Qils
Other Duties

Local Rates

Local Rents
from borrowing etc.

7. Central Government Capital Account

Capital Taxes

Borrowing requirement
Borrowing from Overseas
Interest, Dividends. Rent etc:

8. Local Government Account

Central Government
— Current Grants
— Capital Grants
Rates
Trade. Surplus, Interest etc:
Rent
Borrowing from Central Govt.
from other sources

Source: National Income and Expenditure Blue Book 1969

620
556

920
274
Tig0

7T
1oefig
g1
o7
Bay
#5353
I:.EH-
T4z
Brg
shiz1

430
755
443
[LiE

5682

1899
144
1568
174
742
589
566

Administration etc,
Debt Interest
Roads and Lighting

Education

Health

Welfare

Socia Security (excl. N. 1.)
Housing

Gross Fixed Capital
Formation and Stocks
Grants excl. industry
Loans to Local Govt.
Overseas Lending
Balance for other Lending

Gross Fixed Capital Formation
Current Goods & Services
Grants & Sudsidies

Debt Interest

afizr

445
293
5
L]
1400

46fa

1744
2ip 1
T
T7d
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Table 3.7
Incidence o Taxes and Benefits U.K. 1968
for Man, Wifeand Two Children
A. All Taxes and Benefits

In Each Range Taxes and Benefits as % d Average Origina Income
Percentage Average Taxes Benefits Difference
d Households Income N.I. Direct Indirect Total Cash Kind  Total Benefits
£ pa. Less Taxes
3.3 752 89 02 265 356 216 30 51.6 116
6.0 920 10.1 2.4 23.3 358 12.6 23.3 359 100
138 1097 97 3.1 21.4 34.2 6.7 204 27.1 93
25.0 1342 82 67 208 357 44 166 210 85
17.9 1610 73 85 179 337 3.1 147 178 84
170 1916 64 1o 17.3 337 27 12.8 15.5 82
8.0 2328 48 116 147 3L.I 2.0 10.6 12.6 815
4.8 2774 4.2 149 145 336 1.4 11.2 126 79
39 4394 2.3 19.4 11.4 331 1.1 66 7.7 745
100 1644 66 95 179 34 43 14.4 18y 85.5
B. Taxes and Benefits excluding National Insurance Payments and Cash Benefits.
Average Income as 9, of Average Original Income
in Range Taxes Benefits Difference
[ g
752 26.7 30 103.3
920 25.7 233 97.6
oy 24.5 204 959
1342 27.5 16.6 89.1
1610 264 14.7 88.3
1916 27.3 128 85.5
2328 26.3 10.6 84.3
2774 29.4 11.2 81.8
4394 30.8 6.6 758
1644 27.4 14.4 87

Source: Economic Trends, February 1970
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Table 3.8

Analysis d Gouernment Economic services rg68-g and Estimate for jgrs/a

1+ Aid to Public Sector

Roads and Public Lighting
Coal Industry and Transport Subsidiesand Grants
Nationalised Industries Capital Formation

TOTAL

2. Aid to Private Sector
Overseas Operations Aid
(say 60% o £206m.)
Information
Technology: Technical Services
Research Councils
Agriculture:  Support
Other Aid
Employment: Services
Redundancy Fund
Local Employment Promotion
Regional Employment Premia
Investment: Grants
SE.T. Premia
Other

TOTAL
Source: Treasury Public Expenditure 1968-9 to 1973-4 Cmd. to 1973-4 Cmd. 4234, 1969.

Note: The difference between the figures above and those in Table 3.7 for public and
accounting years.

16l

Ba
aif
1500

gl

1y
=f
o
oo
ohig
a7
(=
5%
ab
[ L
441

53
i

16ag

private aid is due to the different

i

1973/4
(1969 prices)
870
245
1640

2155

? 150
1T
L]

450

Qoo

1705
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Table 3.9
Growth in Social Service Expenditure rgs8-88-73./4

1958 1968 Growth 1958-68 Est. Real Growth
£m £m Money Real 15734 1968/9 to
Terms Terms Em T
(1958 = 100) {1968 = poo)
All Socid Services 3710 9526 257 191 1ogas 115
Education and Arts 8l 2253 278 207 ebas 116
Capital 142 381 268 200 425 113
- Schools - 195 - - - -
= Other - 186 - - - -
Current 669 1872 282 210 200 tefl
- Schools - 1113 - - - -
- Other - 40t - - -
- Grants g0 358 398 296 - -
Health and Welfare 1147 2814 245 183 gtia 106
NHS. 728 1687 231 172 By rob
Capital 33 148 450 335 o 1zt
Current 695 1539 222 65 tfigs 1of
Local Welfare 25 89 356 265 Tom 1
Child Care 25 65 260 194 75 1y
School Medls etc 78 158 203 158 i 30 B2
Enviroment 286 815 285 212 By 104
Housing 412 1115 271 202 12 116
Capital 301 881 293 218 gIo 109
Subsidies 1 234 210 157 zlo 119
Socia Security 1345 3344 248 85 4050 FT
Nat. Ins. Pensions 662 1712 259 193 2120 129
Other 307 674 219 163 oo rell
Family Allowances 129 270 209 156 a0 157
Assigtance etc 247 688 278 207 p70 g
Agricultural Subsidies 266 258 o o 330 197
Retail Prices 100 134 134 e =

Sources: National Income and Expenditure Blue Book 1969
Treasury Public Expenditure 1968-9 t0 1973-4

gi5
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Table g.r70

Personal Income before Tax

1558
Em
A, Blue Book Figures
Income from Employment 1516
Wages o
Salaries 4665
Forces Pay qELn
Income from Sdf Employment 1l
Rent, Dividends & Interest Fola|
N. I. Benefitsand Grants 1555
N. 1. Employers Contribution 418
Other Pension Funds etc sHo
Note: Between 1964 and 1968
Income from employment grew by
Wages grew by
Salaries grew by

Income from sdf employment grew by
Rent, Dividend and Interest grew by

£m

1Bzo0
10760
Bano
450
a4
1644

257
&g

BT

1aH
114
L3y
131
187

1G4

o T of
134

13g
134
144
(L}
lig
162
145
i6ia
(F1H]

z4fi7h
24135

T4du
§o98
245t

(L]

Sources: National Income and Expenditure Blue Book, 196g, Table 1g and Economic Trends, Table D, July 1970
1565

B. National Institute Figures
All Employment Income
All Property Income
Corporation and Company Profits

Source: N.I.LE.S.R. Economic Review, May 1970, Table 8.

as 7% of
1gfig
136
156
121

[ 1]
175
155

1ofig = 100
137
126
1ol
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Table g.12

A, Salaried and Manual Workers

Average Manual Weekly Earnings
Average Salary Weekly Earnings

Men
Women
Men
Women

Administrative, Technical and Clerical Workers
Average Monthly paid (adjusted to weekly) Men

Weekly paid

Women

Men
Women

Sources: Ministry o Labour Gazette, April 1961

D.E.P. Gazette, July 1970.

B, Lowest and Highest Manual Workers Weekly Earnings

All Men

Men in Manufacturing

All Women

Lowest Decile
Lowest Quartile
Top Quartile
Top Decile
Lowest Decile
Lowest Quartile
Top Quartile
Top Decile
Lowest Decile
Lowest Quartile
Top Quartile
Top Decile

Sources: Ministry o Labour Gazette, April 1961
Employment and Productivity Gazette, June 1969

Movements in Weekly Earnings U.K: 1960-69

1gha
L
4.1
7-35
18.5
11,6

LT

1oy

15
T-55

140

i
1L
17.2
2.6
16,5
i@

a1
55
6.4
Bt

1.5

106G
i

230
11.15
0.7
H ]

3547
15.65
o

1205

1l
£

15
i
7.9
9.2
15.8
19.9
ub.H
g4

a7

149.1

15fig
&% of 1960
thg
1z
1ty
1b%

148
149
160
158

il
i of 1g6o
150
154
154
161
160
11
16T
i
140
L4t
147
152
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Table 3.12

Trade Union Representation at Varwus Levels

1. T.U.C. National
a Representation on Government Bodies
National Economic Development Council —Gen. Sec. and another
and T.U.C. C.B.l. Joint Committee
and E.D.Cs. for each industry
Censusd Production Advisory Committee— One
Iron and Steel Advisory Committee—-One
Commission on Industrial Relations—Close contact
National Insurance Advisory Council —One
Industrial Injuries Advisory Council
National Freight Corporation— One
National Bus Company —One
National Joint Advisory Council
(Employment Developments Policy Committee) —14
o which Joint Standing Committee—5

National Y outh Employment Council —7
Energy Advisory Council —4

b. Representation on Voluntary Bodies
British National Export Council —One
British Productivity Council —Gen. Sec. and 1o
Council o Industrial Desgn—One
U.K. Automation Council —2
Domestic and Industrial Coa Consumers Councils—3 on each
Iron and Steel Consumers Council —Sec. and one
National Industrial Fuel Efficiency Service—One
c. Nominationsto Nationalised Industry Boards

London Transport Executive
British Steel Corporation
Transport Undertakings
Industrial Reorganisation Corporation.

2, Regional and Local Bodies
Nationalised Industries Regional Consultative Committees
Loca Conciliation Committees of the Race Relations Board —ne each
Regional Economic Planning Councils—4 or 5 each
Regional Advisory Councils for Further Education—ne or two each
Polytechnics Governing Bodies—2 each.

3. Trades Councils Representation on
Hospital Boards and Management Committees
School Boardsand Governors
Employment and Y outh Employment Committees

4. Factory Level
Joint Consultative and Works Councils
Joint Safety Committees
Pit and Plant Conciliation Committees of the Nationalised Industries

5. International
| .L..0. Governing Bodies—one to two

and Industrial Committees—one to two

1.CFT.U.—Gen. Sec. and one
EFTA. T.U.C. Committee—Two
E.C.F.T.Us—Two
O.E.C.D. T.U. Advisary —One



Table g.13
Wages and Salaries Share o Public Authorities
Current Expenditure on Goods and Services 1955-1968

Category 1968 as % of Growth of Distribution (%)
Wages TOTAL Wages o Wages by
&m in each 1955-68 Category
category 1955 196l
Defence and Overseas 1058 43 164 38 4
Civil Government 555 88 400 B.5 15
Agric./Industry/Roads 356 55 260 8 B
Social Services
Education, Arts and Child Care 1073 fig 561 18,5 Bd-5
Health 778 51 283 ifi i
Welfare 113 49 .5
Enviroment 329 &7 et B &
Social Security Admin. 78 55 1an 2.5 8
TOTAL 4340 5'5 a5l oo L
Plus charged to Capital Account 103 - = =
to Trading Services 814 - - =

Source: National Income and Expenditure Blue Books 1961 and 1969

Table 3.14
State Employees G. B. 1955-1968
(in thousands)
1955 1glid
1. Public Administration M. F. TOTAL M. F. TOTAL Tota %
Change
1955-68
145 5= 10
H. M. Forces “ga 15 Bog gla 15 305 49
National Government 00 164 559 gia gig 594 107
Local Government 540 186 al find 225 833 114
TOTAL Civil A4 g50 L2y9 o 457 1427 112

TOTAL 1724 i ol 1570 452 1822 87
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2, Educational, Medical and Dental Services
Education
Medical and Dental
TOTAL
3. Nationalised Industries
Gas, Electricity, Water
Coal
Iron and Steel
Railways
Postal etc
Other
TOTAL
4 TOTAL Working Population
All Economically Active
Sdf employed and Employers
Employers
Unemployed
H. M. Forces
Total Civil State Employees

Notes: (1) Employees in direct grant and maintained or assisted schools and in Universities (i.e. excluding further educ-

ation and private schools)

16084

Gk

14257

121
790

(azo)
(o)

4

(g0}

qg8
Ga
Fiin
1
g

(2) Doctors and Nursesin the N.H.S. respectively.
(3) Estimated as hdf o all working in metal manufacture in 1g55.
(4) Estimatesfor road, sea and air transport, ports etc.

(5) The bads for these figures is different in the two years.

Gy8
fi55
1355

apl

Tag
{2go]t
gl
308
faoo]t

2066

aeGId
Gyat
!Iga!
158
Boyg
4asl

423
43
i

g0
ik}
1,12
275
LE L

1628y
120
14580
499
sHa

£

p23

rhign

1345
ol
@940

217
ofi
':I'ilﬂ
mgH
545
(2 4ap
207§
2535
1601
LT
5o

305
nBoy

g
159
196

E1m
',l:r
i3
L1
i
{1
(A1)

1ol
17a®
REL]
2fig
49
116

WIVITEG MI ELVLG TEVATIAL BH]

Ern






	71_185_barratbrown_001.tif
	71_185_barrattbrown_002.tif
	71_185_barrattbrown_003.tif
	71_185_barrattbrown_004.tif
	71_185_barrattbrown_005.tif
	71_185_barrattbrown_006.tif
	71_185_barrattbrown_007.tif
	71_185_barrattbrown_008.tif
	71_185_barrattbrown_009.tif
	71_185_barrattbrown_010.tif
	71_185_barrattbrown_011.tif
	71_185_barrattbrown_012.tif
	71_185_barrattbrown_013.tif
	71_185_barrattbrown_014.tif
	71_185_barrattbrown_015.tif
	71_185_barrattbrown_016.tif
	71_185_barrattbrown_017.tif
	71_185_barrattbrown_018.tif
	71_185_barrattbrown_019.tif
	71_185_barrattbrown_020.tif
	71_185_barrattbrown_021.tif
	71_185_barrattbrown_022.tif
	71_185_barrattbrown_023.tif
	71_185_barrattbrown_024.tif
	71_185_barrattbrown_025.tif
	71_185_barrattbrown_026.tif
	71_185_barrattbrown_027.tif
	71_185_barrattbrown_028.tif
	71_185_barrattbrown_029.tif
	71_185_barrattbrown_030.tif
	71_185_barrattbrown_031.tif
	71_185_barrattbrown_032.tif
	71_185_barrattbrown_033.tif
	71_185_barrattbrown_034.tif
	71_185_barrattbrown_035.tif
	71_185_barrattbrown_036.tif
	71_185_barrattbrown_037.tif
	71_185_barrattbrown_038.tif
	71_185_barrattbrown_039.tif
	71_185_barrattbrown_040.tif

