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LABOUR AND TAXATION 

Ian Stewart has done this useful progress report on Labour's 

post-election tax thinking. Certainly as far as policy 

formulation is concerned Labour is running a go slow campaign. 

Specific policy proposals are not going to be considered until 

the Autumn of 1989! 
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LABOUR AND TAXATION 

Background 

Following its third successive General Election defeat the Labour 
Party has begun what purports to be a major review of policy. At a 
meeting of the Parliamentary Labour Party just five weeks after the 
election Mr Kinnock set a two-year deadline for a 'thorough 
reappraisal' of the Party's programme. In his speech Mr Kinnock 
identified the Party's economic and industrial policy as being in 
particular need of change. This priority reflects the widespread 
perception within the Party that Labour's commitment to renationalisation 
and hic taxation lost it millions of votes at the General E1L don. 

To help formulate and push through the necessary reforms Mr 
Kinnock has set up an inner economic committee of the Shadow Cabinet 
consisting of John Smith, Bryan Gould, Gordon Brown and Michael 
Meacher. The 'inner cabinet' will consider the proposals that come 
out of the wider review of policy which was instituted following 
the Labour Party conference in September. SevPn committees, each 
chaired by two convenors, have been set up to review Labour policy 
(see appendix 1 for details). Each group has six other members, 
three MPs and three members of the NEC. A desk officer from Labour's 
policy development department and a researcher act as joint secretaries 
to each committee. In addition the committees can draw upon the 
advice and expertise of sympathetic academics, trades unionists and 
voluntary bodies. 

The two committees dealing with economic policy, the Economic 
Equality Group and the Productive and Competitive Economy Group, 
have as their chairmen John Smith and Bryan Gould respectively. 
The Economic Equality group is charged with reassessing Labour's 
tax 	- • • e--  0 	 • ore • v 	S 	r o  t• 	ommittee  is 
covering in 	ria po icy inc using nationalisation. All of the 
groups are supposed to-Be using Messrs Kinnock's and Hattersley ts 
Statement of Democratic  S-6- ralist  Aims and Values as the basig—for 
their work. 

The intention is that the policy groups should produce statements 
of themes for October's Party conference. Specific policy proposals 
would then be considered by the 1989 conference. 

In parallel with, and supposedly complementing the work of, the 
policy groups, the Party is running its 'Labour Listens' campaign. 
The idea is to sound out 'grassroots' ideas and opinions through 
regional meetings. So far the exercise does not appear to have 
generated a great deal of interest. 

Labour's Election Tax Policy  

Labour's approach to taxation as it emerged during the General 
Election is now well known and there is little need to restate it 
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here in detail. Its most controversial elements were: 

the abolition of the National Insurance Contribution upper 
earnings limit; 

the abolition of the married man's tax allowance; 

the reversal of the 1987 Budget reduction in the basic rate 
of income tax increasing it from 27p to 29p; 

limiting Mortgage Interest Relief to basic rate taxpayers. 

3. Labour's revised tax policy  

Since the General Election Labour has directed its energies to 
attacking the Government's proposals for tax reform rather then 
advancing any alternative policy. Since all policy is being reviewed 
Labour is clearly not prepared to be drawn on the precise details 
of any future tax reform proposals. However, statements and articles 
by a number of individuals have given a fairly clear indication of 
the likely structure of Labour's new taxation policy: 

In a recent New Statesman article (26th February) Mr John 
Hills, an LSE academic and an adviser to the Economic Equality 
Group, outlined his approach to tax reform. Most of his proposals 
were no different from Labour's own election policy (abolition of 
the NICs upper earnings limit; abolition of the married man's 
allowance; restriction of all income tax allowances to the basic 
rate). However, in two crucial areas he suggested a new approach: 

Firstly, he stated that 'there is not much point in pushing 
the top rate of income tax above the current 60 per cent ... 
The main beneficiaries of this would be the tax avoidance 
industry'; 

- Secondly, Mr Hills advocated the introduction of a new lower 
rate band for those on less than average earnings, financed 
by a higher rate for those on more than average earnings - 
'the long basic rate should be broken up and a graduated 
structure introduced'. 

Mr John Smith, interviewed on the Jimmy Young programme on 
17th March, said that Labour was working towards a 'fair tax' policy. 
The Party was considering the introduction of a starting rate of 
income tax lower than the present 25p, with graduated increases to 
a top rate higher than the Chancellor's 40p. He cited West Germany's 
proposals for a banded scale with rates ranging from 18 per cent to 
56p as the kind of system he envisaged. 'I think that is the proper 
style for an income tax system', he said (reported in the Guardian, 
18th March 1988). 

Despite the fact that policy is supposedly under review 
Labour still appears to be committed to the abolition of the NICs 
upper-earnings threshold. In his speech on the third day of the 
Budget debate Mr Chris Smith, a junior Opposition spokesman on 
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Treasury matters, said, 'We have made it very clear that the existence 
of ceiling on national insurance controbutions is profoundly regressive 
in the tax system, and we want to see a properly progressive tax 
system that does not leave that anomaly in place' (Hansard, 17th 
March 1988, col, 1315). 

* In a Weekend World interview on 10th April Mr Kinnock said 
that the top rate of income tax would rise under a Labour Government 
though it was 'highly unlikely' that it would return to the 83 per 
cent rate the Conservatives inherited in 1979. 

Mr Kinnock also asserted that the gap between the marginal 
rate of tax and national insurance of 34 per cent and the top rate 
of 40 per cent was too narrow claiming that it was, 'crazy, unjust, 
and very inefficient ...I'd like to... Introduce a lower rate band 
so that people don't leap immediately into what's called the standard 
rate, but can actually have their path eased into it without creating 
a tax trap ...'. According to a report in the Independent the 
following day Mr Kinnock's, 'aides said [that Labour's new tax reform 
proposals would involve the introduction of] a lower band of 15 to 
20 per cent, with a higher rate of up to 60 per cent'. 

4. Lines of attack 

There are a number of ways in which Labour's new approach to taxation 
might be attacked: 

The effects of the abolition of the upper-earnings limit on all 
those earning more than £15,340. 

The Government's commitment to reduction in the basic rate of 
income tax to just 20p will bring the marginal tax rate paid by the 
vast majority of taxpayers down to the same sort of level Labour 
appears to anticipate for its reduced rate band which would only 
apply to a minority of workers on less than average earnings (though 
there have been indications that Labour's lower rate might be 15p). 
Allied to this is the point that the current basic rate of income 
tax is at the same level as Labour's lower rate was in 1979. 

If, ac Mr Hills suggests, the introduction of the lower rate band 
is to be financed by new, higher rates for all taxpayers with inure 
than average earnings than there are likely to be substantial 
increases in the tax burden for many millions of individuals. 

Perhaps the most productive exercise would be to identify the 
losers under Labour's new tax regime as was done to such great 
effect during the General Election. This would clearly be very 
embarassing for Labour. As the Sunday Telegraph pointed out, 'Mr 
Smith...does not want any annual earnings figure mentionned which 
could antagonise the winners and losers in any new Labour policy.. 
It is widely thought that the £20,000 a year income cited by Mr 
Hattersley as a start for the higher taxes repelled the public 
before the election' (16th August 1987). Whether it would be possible 
to mount a worthwhile and credible 'winners and losers' exercise on 
the basis of what is already known about Labour's new proposals 
remains to be seen. 



APPENDIX 1  

LABOUR REVIEW GROUP 

Review Groups 	 Convenors  

NEC 	 Shadow Cabinet  

Productive & 	 Mr Eddie Haigh (TGWU) 	Mr Bryan Gould MP 
competitive economy 

People at work 	Mr Eddie Haigh 	 Mr Michael Meacher MP 

Economic Equality 	Miss Diana Jeuda (USDAW) Mr John Smith MP 

Consumer in the 
community 	 Mr David Blunkett MP 	mr Jack SLraw MP 

Democracy for the 
individual 	 Ms Jo Richardson MP 	Mr Roy Hattersley MP 

Britain in the world Mr Tony Clarke (UCW) 	Mr Gerald Kaufman MP 

Physical and social 
environment 
	

Mr Syd Tierney (USDAW) 	Mr John Cunningham MP 

Economic Section 	 Ian Stewart 
Conservative Research Department 
	

28th April 1988 
London SW1 
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JOHN SMITH ON CREDIT CONTROLS 

Smith came pretty close to committing Labour to the imposition 

of credit controls in his Newsnight interview on 16 May, cutting 

attached. 

,? 
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Is  JOHN REDWOOD/JOHN SMITH - INTERVIEWS ON EXCHANGE RATE POLICY 
Transcript tram: BBC 2 TV, NewsniyhL, 16 May 1900 

exporters a clear prospect for the future? 

REDWOOD: 	
Well responding to John Smith, and it's interesting that 

Labour 
Hut only want tO help speculators by making absolutely clear to 

them what the course of the 	
will be and what the Government will do, 

they themselves don't know whether they want higher interest rates 

Hecause they're worried about credit expansion or lower interest 

'ates because they're worried about the 

,MITIT: 	We want lower interest rates. 

EDWOOD: 	
But you just said that on the other hand you were very 

orried about credit and presumably therefore you want rates to go 

P. 

MITIT: 	No I would use other methods. 	We want lower interest rates, 
've no doubt about that. 

EDWOOD: So you 
want to impose credit restrictions and controls? 

NITH: 	
We might well do actually and that might be a far more 

?nsible way of doing it than by sacrificing British industry by 

:DWOOD: 
But that cuts demand down from British industry,it means 

le British people and British companies can no longer buy what they 

nt. That seems to be an absurd course of action to be recommending. 

TERVIEWER 	
There John Redwood, John Smith we must end.. 
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JOHN SMITH ON CREDIT CONTROLS 

The Chancellor was grateful for your minute of 20 May. 	He has 

commented that the really interesting point is that within the 

growth of personal credit, the overwhelming increase is mortgages. 

What would Mr Smith do about that? 
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HATTERSLEY IN TRIBUNE 

I attach a copy of Roy Hattersley's Deputy Leadership Manifesto. 

There are one or two amusing lines. I particularly like: 

'Labour's case is coming across. For years we have won 

the argument'. 

'The main reason we are surging forward is the way in 

which the Party has behaved'. (Ron Brown did them a good 

turn?) 

CV/4 k 
'We are the Party of 	gays and lesbians ...'. 

Incidentally there is also a commitment to: 

'A statutory right to childcare for all parents'. 

And a reaffirmation: 

'The nationalised corporation is the right form of public 

ownership for the utilities'. 

I look forward to next week's thrilling instalment from the 

dinosaur. 



IN THIS, the first of a 
series of articles by can-
didates for the Labour 
leadership, the incum-
bent deputy leader spells 
out his platform. 

the right of every citizen 
to be treated with equal 
respect. 

When Archbishop De-
smond Tutu visited my 
constituency last month, 
he made the point exact-
ly: 'The sort of equal soci-
ety you are trying to 
build in Sparkbrook is 
the sort of society we are 
trying to build in South 
Africa." 

The principles of demo-
cratic socialism, its Aims 
and Values, were set out 
in the statement that 
Neil Klima and I work- 

1 

 ed out together. Many of 
those principles were de-
scribed in detail in my 
book. Choose Freedom - 
an analysis of socialism 
which Tribune's review 
described as "a thought-
ful and important state- 

in which the Tory Party 
appeared to have a con-
sistent ideology. It post-
ured as the party of free-
dom without describing 
what freedom really 
means. It pretended to 
have the miracle cure for 
the economy without 
admitting the price that 
would be paid for the 
increased salaries at the 
nip of the income scale. 

As a result it turned 
the public tide against 
equality and social jus-
tice. 

Labour has begun 
again to argue for those 
principles, and to justify 
its arguments with the 
truth about our unequal 
and divided society. 

The continued ex-
planation of the princi-
ples on which our policy 

e have broken 
own most of the old 
and artificial bar- 

riers between Right 
and Left 

meat of what Labour 
Party socialism means in 
the late eighties in 
theory and how it should 
be applied in practice." 

That book was an 
attempt to win the battle 
of ideas, a contest in 
which the Labour Party 
had hardly taken part for 
years. One of the reasons 
for the Thatcherite vic-
tory of 1979 was the way 

are based are essential 
We will not win the next 
general election on a 
manifesto which appears 
to be a ragbag of unre-
lated promises put 
together without any 
coherent theme. 

The Aims and Values 
statement, reasserted 
that socialism is the phi-
losophy of individual 
freedom. Socialism exists 

NEXT WEEK: 

Eric Heffer 
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ROY HATTERSLEY 
'Socialism is the philosophy of 
individual freedom . . .it exists 
to provide the ability to make 
the choices of a free society' 

TILE duty of the Labour 
Party is to win - to win 
the next general election 
and begin to put into 
practice the principles of 
dem= Mic staialism 

Today, we look more 
likely to achieve that vic-
tory than at any time 
during the last ten years. 
That is the message of 
the opinion polls and of 
the council elections. 
But, more important, it 
is also the message from 
the unions and the con-
stituencies. 

ARROGANCE 
Labour's case is com-

ing across. For years we 
have won the argument. 
Now we are beginning to 
win the enthusiastic sup-
port of the British people. 

Our breakthrough has 
had many causes. The 
arrogance of continued 
power has trapped the 
Tories into showing their 
true colours - destroying 
our social security sys-
tem, dismantling the 
health service, introduc-
ing a poll tax which 
penalises the poor and 
subsidises the rich. 

But the main reason 
we are surging forward is 
the wa in which the 
parri fias—unnamr. We 
have-  necume a Irteat 
national party again, not 
a collection of warring 
cliques and caucuses, 
one-issue pressure 
groups and fan clubs. We 
have begun a serious re-
examination of our poli-
cy. And we have, with 
one or two non-
representative excep-
tions, become a party 
which is united behind a 
common strategy for the 
defeat of the common 
enemy. 

PARTNERSHIP 
If we are to build on 

our success, we cannot 
afford a return to the bad 
old days when too many 
Labour Party members 
were more interested in 
winning little battles 
within the party than 
they were in winning the 
war against the Con-
servative enemy. 

The partnership forged 
between Neil Kinnock 
and me provides the 
Labour Party with a  

leadership which is de-
termined to maintain the 
progress we have made. 
Certainly no leader and 
deputy in the party's his-
tory have winked mute 
closely together or in 
greater harmony. 

I believe we have typi-
fied the essential 
elements of the new, 
and more successful 
Labour Party and we 
have certainly demons-
trated the spirit of part-
nership and co-operation 
which has replaced, in 
most of the party, the old 
antagonism. 

Labour's new success, 
for which Neil Kinnock 
and I have worked, has 
three crucial ingredients. 
First, the fundamental 
principles of our beli ifs 
can neither be altered 
nor abandoned. Second-
ly, those principles must 
be applied to the world as 
it is today in 1988 - not 
as it was in 1945 or as it 
is thought to be by those 
who are out of touch with 
real people. 

BARRIERS 
The third ingredient of 

our success is just as im-
portant. We have broken 
down most of the old and 
artificial barriers be-
tween Right and Left. 
Party members are no 
longer judged by the 
cliches which once tri-
vialised socialist debate. 

These days, the party 
looks for men and women 
of ideas - ideas which 
they can define and de-
fend with coherence and 
conviction. 

UNIVERSAL 
Our ideals are indivisi-

ble. They apply to the 
world outside Great Bri-
tain no less than to our 
own society. As the party 
of freedom and equality, 
we must advocate in 
opposition and imple-
ment in government 
those policies that bring 
freedom and equality 
throughout the world. 

Our beliefs are univer-
sal. What we demand for \I  
South Africa is what we 
demand for ourselves: 
the democratic rights of 
every man and woman to 
play a part in determin-
ing their own future and 

to provide, for the largest 
possible number of peo-
ple, the ability to make 
the choices of a free socie-
ty. 

OuLitilists 
support the minimum in-
trusion of the state into 
the lives of its citizens. 
But, unless the state in-
tervenes to protect the 
poor and the weak, the 
rich and powerful will 
simply exploit them in 
the name of freedom. 

The obligation of 
socialists is to use collec-
tive power to protect indi-
vidual rights. And that 
protection cannot be pro-
vided without a govern-
ment specifically commit-
ted to achieving that 
objective. 

The Labour Party will 
win the freedom argu-
ment, and the huge popu-
larity which that victory 
will ensure, by explain-
ing what freedom really 
means. 

PRIVILEGE 

To a majority of British 
families, the freedom to 
send their son or daugh-
ter to a private school or 
to take advantage of the 
assisted places scheme 
has neither meaning nor 
value. They want the 
freedom to choose a place 
in a local school which is 
well equipped, well staf-
fed and well maintained. 

What is more, the free-
dom of the few to buy 
their way into privilege, 
prevents the many from 
receiving the standard of 
education which should 
be universal in a free 
society. For that reason, 
when I was Labour's 
Education spokesman, 
more than 15 years ago, I 
committed the party "to 
the immediate reduction 
and the eventual aboli-
tion of fee-paying educa-
tion? That is still my 
position_ 

The need to promote 
the freedoms of the 
majority, when neces-
sary by reducing the pri-
vileges of the rich and 
powerful, is the central 
principle of socialism. 
That is why socialists be-
lieve that, far from free-
dom and equality being  

conflicting conditions, 
one is essential to the 
other. 

Labour is therefore 
(and must remain) the 
pacts of great, equality, 
of income redistribution 
and the use of tax 
financed public expendi-
ture to finance public ser-
vices which are univer-
sally availble and free at 
the point of use. 

RIGHTS 
We are the party of 

equal rights - for black 
and Asian British and for 
gays and lesbians and for 
people with disabilities. 
And we are the party 
which recognizes that 
equality for women is 
meaningless without the 
positive strategies that 
back up the law and 
allow rights to be exer-
cised. That is why we 

I  must provide a statutory 
I right to childcare for all 

parents. 
We are the party that 

defends the basic rights 
of working men and 
women to combine in 
trade unions for their 
own protection and in 
order to enjoy the politic-
al strength that comes 
from collective action. 
None of those principles 
is negotiable. Unless we 
make that plain, we lack 
intellectual coherence 
and moral conviction and 
we will neither win, nor 
deserve to win, the next 
general election. 

RELEVANCE 
But we will not win 

that election if we fight 
our campaign - the only 
campaign which matters 
- either on outdated 
ideas or half-thought-out 
slogans. 

There is an essential 
place in our campaigning 
for the march and the 
demonstration. But our 
central task must be to 
win the war of ideas. 

We have to prove that  

socialism will have rele-
vance and meaning in 
the twenty-first century. 
The real betrayal is the 
fear that, within our own 
ranks, socialism has no-
thing new to say and the 
willingness to go down to 
another defeat because of 
unwillingness to move 
with the times. 

In no area of policy is 
clear thinking more ins-
portant than in the part 
of our programme that 
concerns social own-
ership. The freer and 
more equal society that 
we mean to build cannot 
come about without a 
radical shift in the ba-
lance of the mixed eco-
nomy - a shift in favour 
of social ownership. But 
that is not the same as 
insisting that the onlY 
possible extension of so-
cial ownership is the 
monolithic state monopo-
ly. 



• 

yr, 

of 
sts 
ie 

ting conditions, 
essential to the 

or is therefore 
lust remain) the 
f greater equality, 
me redistribution 
he use of tax- 
d public expendi-
finance public ser-
ihich are univer- 

and free at 
nt of use. 

;Ks 

are the 	of 
qghts — or b ck 
inn British and for 
Id lesbians and for 
with disabilities. 
e are the party 

, recognises that 
rut mimeo is 

>Jess without the 
strategies that 

p the law and 
,ghts to be exer-
'Chat is why we 
-ovide a statutory 

childcare for all 

ire the party that 
the basic rights 

rking men and 
a to combine in 
unions for their 

irotection and in 
m enjoy the politic-
ength that comes 
collective action. 
of those principles 
otiable. Unless we 

, that plain, we lack 
actual coherence 
oral conviction and 
11 neither win, nor 
m to win, the next 
31 election. 

LEVANCE 
t we will not win 
election if we fight 
ampaign — the only 
sign which matters 
ther on outdated 
or half-thought-out 
as. 
ere is an essential 
in our campaigning 
he march and the 
instration. But our 
al task must be to 
the war of ideas. 

have to prove that 

socialism will have rele-
vance and meaning in 
the twenty-first century. 
The real betrayal is the 
fear that, within our own 
ranks, socialism has no-
thing new to say and the 
willingness to go down to 
another defeat because of 
unwillingness to move 
with the times. 

In no area of policy is 
clear thinking more im-
portant than in the part 
of our programme that 
concerns social own-
ership. The freer and 
more equal society that 
we mean to build cannot 
come about without a 
radical shift in the ba-
lance of the mixed eco-
nomy — a shift in favour 
of social ownership. But 
that is not the same as 
insisting that the only 
possible extension of so-
cial ownership is the 
monolithic state monopo-
ly. 

Nationalisation is the 
necessary form of public 
ownership for the utili-
ties, which must be part 
of a national plan for 
growth. Gas, telecom-
munications, electricity 
and water are industries 
on which the rest of the 
economy depends and 
which should provide a 
proper service to every 
sector of the economy 
and to every type of con-
sumer. 

OWNERSHIP 

They cannot be left 
subject to the short-term 
profit motive. Nor can 
they operate indepen-
dently of the national de-
cisions which guide and 
govern the economy. 

But while the national-
ised corporation is the 
right form of public own-
ership for the utilities, for 
other parts of the eco-
nomy we have to advance 
our thinking beyond the 
principles laid down by 
Herbert Morrison in 
1945. We need to pro-
mote workers' and con-
sumers' co-operatives, 
municipal enterprise and  

all the other ways of giv-
ing workers greater con-
trol over the companies in 
which they work. 

It is still sometimes 
argued that all we need 
to do or say about social 
ownership is to assert its 
necessity. We have to 
argue the case and that 
argument must involve a 
thoughtful analysis of 
the sort of social own-
ership which is appropri-
ate to different indus-
tries. 

There is a. natural 
majority for socialism in 
Great Britain — when 
socialism is described in  

the practical language of 
the real world — and 
when the Labour Party 
demonstrates its compe-
tence to put its policies 
into practice. 

The job of the deputy 
leader is to contribute to-
wards both those aims, to 
assist in the preparation 
of policy and to play a 
crucial part in the battle 
for public opinion. 

The deputy leader has 
to understand Labour 
policy and defend it with 
conviction. And the depu-
ty leader must be able to 
take on the Tories in the 
House of Commons. 

There is much wrong 
with Parliament: too 
much ritual and too little 
relationship with reality. 
But I know that when I 
forced Margaret Thatch-
er to confess that her 
plans for local govern-
ment involved a 'poll 
tax" (which penalised the 
poor and subsidised the 
rich) not a "community 
charge" (which levied a 
fair tax) I was helping to 
win the election. 

IDEALS 
Winning that election 

is our principal task. It is 
a task to which I shall 
devote my energy as de-
puty leader between now 
and polling day. 

It is now almost 40 
years since first I joined 
the Labour Party. I be-
lieved then, back in the 
days when we created 
the health service and 
gave freedom to India, 
that Labour was the only 
party that could bring 
social justice to this coun-
try and the world. 

believe that still and I 
propose to go on working 
in order to put our ideals 
into practice. 

HREE weeks ago, in a 
the Financial Times, a 
the British television i 
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with almost all other cour 
bid for Pilkington. Pilkin 
the glass market, was not 
but iL also had its headqu. 
mounted one of the few so 
takeover in recent years. 

A major source of hits 
teat abotatiou ul WI put 
and reinforced in the rent 

One of the arguments t 
prevented foreign takeov 
companies like BP, Britis 
is clearly right. The probl 
ownership has meant cen 

With foreign ownershij 
British industry, the argi 
owner is no longer stratgl 
be just as bad as foreign c 

UT xenophobia gay 
Rover to BAe. At le 
British company. T 

be said for the deal. The 
aerospace and car makin 
is undertaken by very lat 
enormous financial resoo 
new models. In return th 
flow. BAe has a lot of use 
the access to the financia 
develop. When the five y 
remaining money and ru 

If Rover had been sold 
manufacturers, there wc 
jobs. The only way to ha' 
present form was to her 
this government even th 
interested in owning anc 
they wanted was to be ri 

Mark the contrast wit 
dark days of the Heath r 
government gave it bad 
RB 211 engine. When it 
opportunity to kill offal 

Clearly the public sect 
role in manufacturing ir 
the short-termism of Bri 
development, then gove: 
however, is that we mus 
based public corporatior 

ric Heffer 

We will not win the 
next election on a 

rag-bag of unrelated 
promises 
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FROM: MISS M WALLACE 

DATE: 24 May 1988 

MR TYRIE cc PS/Chief Secretary 
PS/Financial Secretary 
PS/Paymaster General 
PS/Economic Secretary 
Mr Hudson 
Mr Cropper 
Mr Call 

HATTERBLEY IN TRIBUNE 

The Chancellor was grateful for your minute of 23 May. But he has 

commented that your "amusing lines" need to be scrupulously 

accurate - and your third example should really read: 

"We are the Party of equal rights ... for gays and 

lesbians ...". 

MOIRA WALLACE 

P.S. 

Personally, I'm only surprised you didn't pick out Mr Hattersleyis 

next sentence as: 

"We are the Party which recognises that equality for women is 

meaningless ...". 



FROM: A P H SON 

DATE: 25 May 1988 

UNCLASSIFIED .ps4/73H 

• 

MR 	RIE 	 cc Miss Simpson 
Mr Cropper 
Mr Call 

LABOUR STRATEGIES 

... The attached letter from Bryan Gould says that his policy review 

Group calls for a "medium term industrial strategy". 

2. 	I am sure that, before •the Election, Labour were calling for a 

"Medium Term Employment Strategy". I think you and I thought about 

calling this MTES a policy of "massive taxation, extragavant 

spending"! Can we have some fun with their shifting strategies? 

    

   

   

A P HUDSON 

s Lt.4.1 

.„.14,44 CA4ip 
06------141  • 
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THE TIMES 

Labour tackles Thatcher over wealth divide + 
By Richard Ford 

Political Correspondent 
The Government's welfare reforms 
will leave one in six of Britain's 
households poorer even after the tax 
cutting Budget, the Labour Party 
claimed yesterday as argument 
continued over the morality under-
lying Mrs Margaret Thatcher's beliefs 

The tax cuts and changes in social  

security benefits show that the bottom 
25 per cent of families lose £600 
million compared with the top 5 per 
cent who receive £2.5 billion, accord-
ing to a computer analysis carried out 
for Labour. Two million households 
lose more than £2 a week and 3.5 
million more than £1 a week. 

The analysis also showed that 
150,000 families have gained more  

than £100 a week from all the changes 
and another 50,000 more than £200 a 
week. 

With the Government and the 
Opposition now battling for the moral 
high ground in politics, Mr Gordon 
Brown, shadow Chief Secretary to the 
Treasury, said the combined effects of 
the Budget and the social security 
changes provided "hard evidence of 

1111110110=11..11,t, 

the Government's clear and direct 
responsibility for the growing gap 
between rich and poor". 

He was sending the results of the 
computer analysis to church leaders 
so that they could judge for them-
selves the sincerity of Mrs Thatcher's 
comments to the Church of Scotland 
outlining the spiritual belief underpin-
ning her political philosophy. 

FINANCIAL1 IMES 

Dominance of financial interests over wealth creators should be reduced 
2.45 

pects and record of the UK econ-
omy is the dominance of finan- 
cial interests 	wealth and asset 
holders — over wealth creators 
in productive manufacturing and 
service industries — a dominance. 
reinforced by the Medium Term 
Financial Strategy. 

We call for a new industrial 
strategy, to ensure not only the 
macro economic climate of lower 
exchange rates and a more com-
petitive currency that will be 
conducive to production, but also 

HNANCIA  LIMES) 
Fiirecasters more hopeful 

over growth and inflation From Mr Bryan Gould MP. 
Sir, In reporting that the policy 

review Group in which 1 am 
involved calls for a Medium Term 
Financial Strategy, Michael Cas-
sell not only gets it wrong (May 
24); he misses the point of a delib-
erate play On words. 

What we in fact call for is a 
medium term industrial strategy. 
Typographical error may be to 
blame but at the heart of our 
analysis explaining the poor pros- 

a new emphasis on the supply that we have no interest in a 
side policies that will bring about return to the 1960s and 1970s, 
the investment in research and your readers should be left in no 
development, the highly skilled doubt that this implies no 
workforce and the regional bal- endorsement of the Conservative 
ance which will be essential to policies that have done so much 
our economic future. 	 damage to the wealth creating 

This is of course the complete base of our nation, caused so 
opposite of this Government's much hardship, and Dow look 
policies. What we propose would like petering out in a balance of 
indeed represent a radical depar- payments crisis. 
ture front all post war economic Bryan Gould, 
policies, so although Mr Cassell. House of commons, 
is right to emphasise, therefore, London SW1 

BY SIMON HOLBERTON 
• 
INDEPENDENT forecasters of 
the British economy have become 
more positive on the outlook for 
growth and inflation this year 
and next, suggests a Treasury 
compilation of forecasts pub-
lished yesterday. 

The non-official forecasters 
remain broadly in line with the 
Treasury's Budget forecasts but 
they have become more pessimis-
tic on the outlook for Britain's 
balance of payments. 

According to the average of 11 
private forecasters surveyed, 
Britain's economy should grow 
by 3.1 per cent this year and by 
2.1 per cent next year. This com-
pares •with an average forecast 
for growth in real gross domestic 
product in April of 2.9 per cent 
for this year and 2.1 per cent for 
next year. 	 . 

On inflation, as measured by 
cr

, a. 
the retail price index in the, ci 

,fourth quarter of the year, the a 
forecasters expect inflation to14'c' 
register 3.9 per cent this yeard g 
against an earlier prediction of 41-c 
per cent, and 4.5 per cent next I (.) 
year, compared with 4.6 per cent 
previously. 	 , (T) 

In the March Budget the 'Trea- 2„1 
sury forecast UK growth at 3 per 
cent this year and retail price 
inflation at 4 per cent. The Trea-
sury also said it expected Britain 
to record a current account defi-
cit on the balance of payments of 
£4.bn. 

Although independent forecast-
ers were in broad agreement with 
the Treasury in April, they now 
believe Britain will record 4. defi-
cit of nearly £5bn this year and 
£6.3bn next year. 

STANDARD 

ACCORDING to the International Bureau of Statistics, British 
people are the lowest paid in the European Community in 
relation to the cost of living. Unemployment is higher in Bri-
tain than in similar sized EEC countries, being twice that of 
West Germany. 

The British pound is the most unstable currency in the 
Community, partly explaining why the British economy is 
performing so badly and is currently in the red. Housing infla-
tion is the highest in the EEC. 

If this is the situation in a so-called booming Britain, what is 
going to happen in recession?—Michael Simpson, Willow 
Road, Hampstead. 

Poor man of Europe 3C?  



From the Editor 

Attached is a transcript of 

BBC-1's 'THIS WEEK NEXT WEEK' 

Transmitted on Sunday, 5 June 1988 at 1 pm 

********************************************************** 

The'Rt. Eon. Neil Kinnock MP discusses his Party's new 
direction with presenter Vivian White. 
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IN STUDIO: 
	

NEIL KINNOCK MP, Leader of the Labour Party 
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'I'm not going to issue incantations, when the 
greater truth is to say here are the opportunities 
of the late 1980'3 and the late 19901 s, here 
are the changes that are taking place, will take 
place, that we want to be part of that change, 
inspiing it; acceleratirs it, influencing that 
change and making the continent of Europe a 
safer place, Britain a better defended place.' 
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THIS WEEK NM WEEK 

RECORDED FROM TRANSMISSION: 	BBC l 
	

DATE: 5 June 1988 

VIVIAN WHITE: 	 Mr Kinnock thank you very much indeed  for joining us. 
. 	- 

Have you a picture in your mind of the voter b who have not been voting Labour, 'whose 
votes you need to ca _ure if Labour's to win, and an ::_dea as to whyi.  they haven' 
been voting labour?

t/.  

, 
RT. HON. NEIL KINNCICK MP: 	The picture is of ordinary decent people; who'want 
private afluence, but also want to have public security of peop1e:1A° enjoy, as , 
is quite natural, the idea of independence and of economic satisfaction. But at - 4  
the same time recognise a social obligation;, and the ‘fact.:that'xhey,are part...pf -a 
conmunity. That the health servide; the 'education .SystentA1aWlaiid,.:order-.;.the:future 
of the social security, the efforts, to cowbat pVerty:ar.g,tylrx.p.0 part.,of,the agenda. 
And to them we address ourselves as a party ‘:pf . realisint)a-Sji,...;;p4tY, witI ,radical-  ideas, 
as a party that can gain economic efficiencyand`sOctal.,,just:IFOecailse-we thinkL;gie:f--
two can go together. And it's on that basis that we revievi uipolicie/ that  '. - 
basis that we explain our policies, ..,on that basis we will  ' 
people to understand that the party faces the future is2the 
Party and that is why they'll be supp_or_ting,US i.icsf, 

-,; 
WHITE: 	" 	•. 	- So_ coming to ternt.t aiSrou;-pu t W  Ia• 
of private affluence is part .6f what_this-revieifith`ab6ti 	 ,414' 
the public to know the tabour Party . shall be .' ut.' 

KINNOCK MP: 	 ..t......' 	,Yes we shouldn't have to , 
said in last year's coriference.speech and 7  I've :̂`said ,it - inan 

. 	. :two decades, .sI don't want to sound too rptich.".,)...ike .-41-,1:,,oid .inan 
how we have been striving for SOCial'tranSfOrmatliinf_fand,  
the enjoyment _of affluence and , i.ndepepdenc"04-sli9OiSenee, 
about time as a movement we Preached:: What:-)qe*A0Kopt.,160;`'4 
who work for'a conpapy that ,doeSn'tperfOlin.SatiefactorilY,-..- ... 
do all those things, are very :inpatient: In practice lOCal:4.  
looking for better ways of reducing marginal costs and irrprOint, 
service. In practice as individuals, we _try:to:provide ourselves .„..  
insurance and yet somehow we've gii,eri,-An'.1.irprelsidn'oyer-;fieo4sics! 

-exceptions to the rules, flaws in _the .fa e "ofc,flocia itm,r7Z.ite.  
' natural. 	" •  . 	; 	,,-..  

. .. . 	 ,..4-k,...., 
WHITE: .• 	 • There's . evena 'trade union .. " 
next,Ieek is it the credit card labour' part y 4 '' v 	 A 

fel• 
k1,11 

,., .,..z. tif  
. 	'.A..• -..: 	 .. 	. 
_-• , 	 , . 	....; 	- ,,.-/.- s,..t.,-;,...-.. ;;-.:;. 	.s, ,t-i, 	. ,ii..--.4 . , ,:-... — KIlt1/410,41(!4 NP: • ' 	 Well I tell you again; , if we'_.are....goirig 	., 

fundamentals, if you think in terms of the -building societies, the -insurance.*. 
conpanies the original basis of the labour movement a hundred and twenty:_ years ago,. 
it'was "Very much engaged in exactly the -equivalent of tc,;day.t#credit,Vard.lt-J.sn't - 
a' credit card Labour_ party, btitwhat it:lb:saying is'WhY7,S140t, ' — -; v'ei.,eat:- ' 

- the best tunes?':, We are the people, 	aO,Por!*::fii.4',1-.,. 	 Jifr- ,  1t 
....",,3 

the .lot of people,'SociallY,-,:beOnomically;'_pcilititailyiind , , 	 ; le c,...41  

we 'should be proud of our heritage in doing thie-;-,'.:arialai?aie,:w:, 	 , why we want to advance it, and make ICAO MOre.  secure  
Thatcher's system or anything •like it.:7'  ,...,_ . 	. 	_. 
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WHITE: 	 Well let test that-in just a minute. But can I ask 
you before that Mr Kinnock, do you fear that the party's been in opposition so 
long; all the time that you've been party leader and longer, the party's been in 
opposition and not in opposition against the party it Would necessarily choose, 
and that it's lost the habit of power, and its learnt habits of opposition and 
needs to relearn the habits and perhaps the disciplines of power? 

KIRNOCK MP: 	 Some people have, some people quite enjoy opposition 
of course, they like belonging to a tea and syrrpathylan amnbulance chasing party 
where they're perpetually mourners, they will describe the inequities of the 
current system, and then when you ask them for their practical replacements, then 
there's a blank. They quite enjoy it, they're in a tiny minority; as for the rest 
of the party, tk•p-e are a lot of people in the party of course who currently exert 
and bear the rest)onsiblity of power right throushoutl local 'Government, and do it 
with great success and get re-elected all the Ore.t ,':-And they realise, that to 
Govern is to chbose that it does convey rights and Powers but it also carries 
responsibilities and obligations. They reflect the great majority understanding 
of the Labour Party and there's no danger therefore, of sinking into the luxury 1 
of oppositionism, even though one or two of our colleagues are indicating in that 
direction, and always have done; anif-pi,obably alWaIi-- '11.1  ' .. 	- '''''' 

!BITE: 	, 	• JA!"  economy first of all. We refer :to that :te  4 
the 

 ..

iie16,1 
).
-statemeP 

	

,....,--- 	loo ' ' at t ew  
t-4.- ,--ee values. I'll repeat it The operation 	, 'market'  ,-re.--lpr 

is a generally satisfactory means .9f: deter* 	ion., 
should the Labour, Party Mr Kinnock-so explibi 	. i e V94 ir..., 

Why? 	 . 	, 	 . ,,, - ' 
tf...3,  

• 

over a period of time,.that 1,,,e were -6.erulfroile:...,.,  
KINNOCK MP: 	 - Beo4p , 	, 

here to stay:: And even if for SOTIb' W91,11i.ar1‘ 
circumstances markets were abolished i  

. world market, and soElle,..441ea, 	
11,-,,w9u4wircl Still 
	 , has ever seriously 'advocated.that;1 	

partly'.  
were4n4 

	

use:: 	
-_as a -i, rea 

. 	as, a vehicle,wa'alway-ii_po_nse, 	--)t--, • ,,• from some of, Our frienclox*Rsk*, 	.Y.-. 	 Fe. 	, 
ii lie , ye,,  existed to erradicate the mat,ke 	 ntf 

alwasy stood'and continued7.€0,..,„p .,„ 	.,„ 	ermS,.....,...p - .., 	 Et 	Prn'tfibsUr'd bilticiprr; 
we have made it very clear; but . 	I.  '..e.W.,‘: *.R.Otit*s_,, ' atva',4-.11'1' ,. a and '  fundamental to our beliefs and'Oiliz.a16e-if - - t4har eti'ate -fot7' . ... 	not. 4.,,,,1„,,,r, ?, 

'-ob-ject-Ave, long the other way around and cOnse'geUn'tlY therefdie;' - Sic. cwiialis. t, , 	, ,. 	is az,  
lasting, of trying to make economic activity c".,arrieitib 	''',h .̀—  secur ity,".  .i. 

,.. .___:. 	. 	, n1.‘..-.,......;. 	• , - 	4,*.,-,fr .- -T,'.. 	, 
, 	job to which we set .,our hands. -et,i4CZkra - -<,...-e, v  _, , . • 	 AK. •-• 	_.e.: 	...-.'- , 	 -,- .',!...:41'... 	'.-.,,,We! 	

J. 	
*i""" 	.4,e1:(7.,,,%*)':',1-'4. 

WHITE: 
 

	

. / 	4 	 = -' 	 .?,-----f • - f*.1-4;‘-- -1"•• 

	

,- 	ililiock,pur'Ircpractice:14-': - , . Well-let's see • 	 , -.t 	. 
If you errbraced markets to the extent that 	 " ' 
set prices .within the market, and qfIti3/' , 	•  .11 i 
KINNOCK MP- , 	.. 	, 	. 

WHITE: 	 Do you admire, do yO),11 believe 
motive or do you abhor the profit motive? 	 ' , , 
Emma 	 11z.). 1 

.':even those who would preserit'therriVii.a04:gr:0) 
wouldn't likelCirerY.mUChi 

motive and what the purpose of.'profit--:, 

of the economic pace, th 	o f 	"ver 	 .a 	 er:.; 

creating surpluseslkorder that:.‘thezican„ 

the private sector,:mainly for the. purpo,ses of xe-Anvpstment and -the `strengtheni 
0 

ims 
egulat 

marht 

IiNc---te  

rofi 
siii 

1940:'eYeE 
epublic or•,,,= 
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6t'l-°e'-'100.  . k.  •St;',911e,  ,. 29,..e.,  , ,.. 

ii0t4S . •.`they:).ffict I.,x.,...._  
'

hthcei 
7--tid  y 	fr.8 .A. actually'Irle!PW: 	,mean 

	

;: 	 ef ---t. 

%, 	 ,«:.,.....7.4 	....-f rIt.....  
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, • 	e WordS:a-re open.: - . 
M 	i‘-',...-...7.1,-.., 	0. ,'• .,.y4t., . .- • 	.': 	.''. r  . .. • . 	?;41.r =44  

. share, -ownershiP; it cotild be- the'aitibleS in astOcia ion f the StOck tx 	I  
any'Autrber ' of• interpretation,s, t .. ,_,......., .. q 	d - ... 	, ; 

the -•,-: 
woredS:you have jtiSt quoted:',-.....let's:.,k,e it .step,J7y ptep, is old Style. natiOnalisation 
dead :-

.• 

.. 	. 
situated in Britain with a labour force that is satisfied with its lot, that is. - 
able to negotiate, enjoys the rights of free trade unionism, that perticipates 
in decisions, that is one kind of profit, the profit gained from the exploitation 
of people, whether in this country, have sweated labour or abroad, is a different 
kind of profit, so consequently, don't use too broad a brush, I think we should 
specify what we mean about how profit is gained, and for what it is used and 
if the conclusion of that, if the answer is satisfactory, everybody is in favour 
or profits, because everybody is against loses, certainly I am. 

WHITE: 	 In the end , people have to understand 
a fairly simple and fairly credible message when it comes to elections, will all 
the billboards say in effect, vote Labour, we are the Party that manages 
capitalism better, the party for markets and profits. 

KINNOCK MP: 	 - There will be an element of that fixt . 
that you scarcly manage capitalism worse than Mrs. Thatcher is doing at the 
moment, with a huge trade deficit, manufactured trade deficit, and a giddy exchange 
rate policy in so far as we can distinguish , an exchange rate policy, and they 
are not doing very well at all, especially since they face by 1992, and the open 
market in Europe, but it ccxnes :to InLickmore than that of saying, look f s  if we want 
our country to be. coirpetitivet  'Ipr410,41.vefi-,'.4.f 'weWifIrtii, generate sufficient' 
wealth to enable ccacession=to be461,0jban a)400;4'  ,.,an aspiration, but a_ 
reality of decent old age pensioners bur pioperl. - 	- 'ted,Healtlk Service,' -, _ 
of smaller classes .inSchools- srid:iiit)th::eise; then , , have really got to take ,  issue a great deal 'More seriously':than:'those elements_Ice MrS."‘That'cher„4  
private good, public bad, and:element*.Y *t;sirtily.',iiiiipi4lei.: Wfio :say;'-;priva_te 
bad, public good,-5he",.titith- lieS.:ifiIpe. ii-,..of thoielliiiigian0414tbpjectIv‘i- p.. :--, 	 -la h 	, 

obviously, is where you are geneigti:pgYeaPD'ith'f'oki!en1- Ct-  '61.;41[Z.:05SiSe. 	itilvi;t-:', ' 
you want , it to 64--profi,e:„ Faking; you *3.94 those prOfitsfairly distributed and , 
re-invested, and you want to.  Jmeet ,t 	,41ther vt)y:*1'. 	' 0., ins,theconsumer,q 	r, ; - the 
worker, that'kthe '§bjective.: and thát-'1shat , we, : 	t,) eyen`, irk:,the„.-firt.,-. .agl 
of our review and propose 'a _seiles;:,ofinsrpments-' 	can be developed later In 
order to achieve_those7ObjeOtives'-x ' . 	. 	_ 	-;  

...s 

-..instruments,,lelot, 
in the Perty,' Cüsef 
distributibn'and éxb 
by that in practice," 

WHITE: _ 

rar 

: KINDOCK MP: 	 t 
obviously becauseare-Democraftc 



4 
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KINNOCK MP 	 Oh yes. And I think that there's a universal 
consensus about that, you quoted Tony Henn earlier on, I think when the first 
articles that he wrote in the course of the leadership election that began - 
back in February, he said "... only nationalisation, the old style giant 
corporation, that's gone" So ,from Tony and generally across the party. there's 
a consensus about that, everybody recognises it. 

WHITE: 	 OK, so arise the publicinterest company, and 
that's a company which has been privatised by the Tories which run some that 
Labour thought should never have been privatised in the first place. 

KINNOCK MP: 	- 	 Not necessarily, as some of those companies 
will sti 11 not be privatised, some of then will be partly privatised, but 
public interest company is precisely what it says, a company in which ttle • . 
community needs to have an involvement; by a variety of means, simply because ' 
of the extent to Which the operations of that economic unit effect the national 
interest, the consumer interest and the community interest. 

WHITE: 	.:_.,...::. ,;.-',-;- - _,:.: Tajce:British Telecom if you like, post a Labour:, 

that's why the Tory  GosiernInent set uP*.;t0:,-  regulateite but just ,beefed_up.-a- bit'i.:-.:', 
Government having .  been elected, ,does , it 'l get regulated by something like- 77,:e), 

- is it similar to that,'-;justanother,degree?-1v 	- 	' 
trzt-F  , 	kv-, 

 

KINNXX MF:' 	, i 7.3',.g4 	 t i  wouldhave to 	ef . .11) a,lpt because;„ 
4,,,  

; Offte.1 people kh452:.; re-,,.:;..ip that bodyi under the assumption that they were 4A-Pg.:-
.'. to ha,ve -  ilr..C'ffe:ct,kr Pqr.4,0r....,:n9 and marshallingand 'PrOtrPtP:19 role are .in:::.̀-'-. desti,air,•-, es-peck:41y ,cgiven,7fOr:,-insOnce .the'consumers';:apitqktioF,! report on PT --.: 

this i,ieek::i.‘- pait)-:yesiAh-af.:::-.::1's:ziltigie:‘,0_f,-.the :Measures'I that',--.96u,j)ave.an  -.effective,- 
: beefed up, as 499 -t,,i':l...; Qftt-*,:.), ,t:fti):.4.,:-i'.I.1,:-'Ocvitit;*i^  ProbaPlirsix*,..Okftif-S4.--.ttia 	), 
,. address 'then*Tlyes:::116qIi4403))4$0t014 `1'7,reguirementi-bOt'to'regiiihr *0310111.s . . 	. 	, 	: 	, 	. 	, 	• as well. Next to that'_;OrLtirse:IP 7 .. fXn)-ng the basic requirements of _supply 

. . 	- the accePtab]...e:,leYel.---; ..,..'' 	:#041).eilt r...ils.:PrAc7e1. 11._!Pater-.S. of ,profound Ilationa_ '- ''.ihterest.-,:::Ttier)::fh.pr.evtl-',- 	*f_ties -OfInst„rOlepts and regulations that canbe--tl- 
' 	- introduced to Tens,siftes:Wai,,, 	give-..:7-.Lfs '4.1.istihotivewaY in tritain,'-.nOt''', like - the bust e 	t-Up o the IPPOP0  

- 	- - - , t. 	..,:,,, -....... 1,,  
'' 	 e -uniEeif sttei`of- America or i the tiglieerif 

of ;regulations.... in Ttariie 	ere,..,artARffiritY of ways in !itl,c4 to . 
great private or s - 	vat'ilik 	l inpo 'l.:BT:•••  ,,.., .. 	like 

A-- ' ..-• • 	 44 
.i4 . 	, 

THIS WEEK NExT WEEK 	 PALE 4 



• THIS WEEK NEXT WEEK 5 JUNE 1988 

WHITE: 
interupting you. In that list 

KINNOCK: 
I'M not Mrs Thatcher. 

PAGE FIVE 

Mr Kinnock, I apologise for 

It's alright. Don't worry about it. 

WHITE: 	 In the things that you have listed there 
that the regulator would do, you include the pricing. Now if you regulat 
pricing you are regulating profits, so that is almost surely like 
treating a private company as if it were in the public sector. That's 
A tight degree of control. 

XINNOCK: 	 I said earlier that we think that markets 
are for people and not the other way round and here is the Telecommunica 
tions enterprise in Britain, HT, build up by public investment and 
all.  the rest of it whose prime purpose is to serve the interests of, 
the individual the community" in the street commerce. Now if it is 
charging a level of prices and not providing -the level of qiialitY 1'-' 
of .: service required to produce the best for that diversityne,e4e, 
whether it's an old person :in 'a warm and atipsded:,liiingalovOriAre4,t: 
multinational then really there has got to,:)ii_44 authority 'represent- 
ative of the .people that Says; hey you are._ri0e:,d'oine:-.W.riA,ht and • 

	

you are charging too much for what you 	providing orvo 
.4.•'::,:kr,e_ls imp/ Y;,00 t providing . what'-,woult; e ,:j us t. iii,,et-Atitheptvtftc; 

i t',8, ..,  get, organised so that we cbarge..-01e:.P0,46 a pro  044 

	

.., 	 her 

s.- 	 .4' v*  HITE 	--, --' 1." 	 .;-',*'t"'t'r 	 But:if you control.ilCisnApipv.. a a ,a_ 

o'ntriii!:7piofit,- .- WA A, mi101e:Erea ter ',:.-cleit'ie".qRell4e4c904, 
...4-and:',Wbmt one might have understood iVihe . tenoT7-:14;:the'ineir pq0*, 

,•-4:;,;* -..ti-W.i.iiiil )rk4 go :,sonicP,-.:**Y -.4•T.1  the same doouraeot,.,tht.,:lf -._,te 41190111W  

	

0Omeaser82-.4 change:: 	in:','Olip.ii ship :or :cOntrolisy:  pro-ve_1,1,iCe,sOky- :?fi,i 

,A,,A-1. -41z7  0 0 ,iii i .' -,- 134044 h e k e -1:p',,'0.Oige thing which '-: 16 4 8  :".F.qmil'ralily,,,'::44,41-11L 
$''''''''''0°'licir--k . ' a-  ' - ' • 	'' . -- *111 '.-'-'' --- 	t-' h ' - a ' oil .4t44-' 

	

0A ..4ye ,..se 	call,-,to_._ 	._,.,before ft e :,language ,go c, 4.nge 	_cis,. 	n- mitra it  .ii.,.-0,f,,,_; 	k...i;- , 	.....,;, 	ss  
-1:..,•‘^ 	

V 	 • , 	
1•,, I,"  . 

*, 	; ..' 1?”.  • '' 	 . , • • , ..1. ne 

,•11  •;•; . • s:!•, 	

• . . . 	. 
 

/ KTNkidt e\;•'' 	 rAr...,-. 	 .,. 
_Well,' ifyoU: mean trying --to owate- 

, .- major * concern which is of dramatic interest to ' the social .':ind14economic- 
well-being - of the .country, according to an involvement by government ': 	. 

.. on ' behalf of ' the community, ' .because it is too important to ""b44e..fei.*:,' . 
1.Y.-: 	' 	 , *I 	..., • ---,•;•:, !1,:i.4,...:••  

4W y to: , , the market, and . ifthat's what' 041. 411,Lnationalisation .  
op;':'.X.t.tuessc'oili 'country, 211.1,te '. every :otheiTtioiiiii4i.:7'111-̀ ihe'WeriliVi 

, , 	.. .t,,,. . 	. , 	, 	; 	... 	, • 	. 	: o ,-:then ,_,. :..., , ....,q 	, : 	_...i. 	e  7,-sA,..--, _WOrld Is..giiini to have 	element.' ''N w" 	theueitionihiiir 
-, arises;p0Awe approach :a different time and:A.iidiffeient-r,setmf/.prp_lems 
*aith'_44mo-deifthat ',ire s-pi3Oduced to .approachitie:*nothetimeMOVMnotUei . 
„s_14,of4;:ibl,eMs in 1945; by what's.  	calledT,th0$54risMonian:'APpte4th .  
AiAd the -417;SWor:'-to' that'. is not. See thi-:greaeitringtfit' 14.1945W49' 
Atop were attuned to the - needs of that time"and adopted. a-  means of - 
'meeting the needivof that time on the basii-oVseeking :to . eMaMcipate 

, the individual and strengthen the economy. If you want those ii Ingred- 
I 

:'-fints :you have got them in the way in which wejiresent thingslAttending 
'HWihilieeds of the time with ',..the, objective-'6Pthe" emanciPatio0f
01.4,51i**41..4:4i14.1„- i11 41..Plgthen4..ng,q-;thi.0*017011AniliA: d.040„.azo q'.ou*.ie things.:- 	'FipTe . On.', And;I:41..loi...ii.,ur..: e4̂0iileffir h 

	

'.; .11-k e'lli.3:1r411iiiie'.-and, beCVi*e-, 'sort'O f40 I i ifial„.9';1„*.o.hiiOl. oil/47.41i 	..4;k. .., 
'illi::.%„ tif,1%.,,C.i.i,iu-tisfioriatlie-it'"itiad fwotship::thOVi;,'''.'ind-abraat.7P: • . 
.fri,k-an'48 would like it because they have a' sort:of cryptc$7..reilgious= 
approach, the 'reality-  of democratic socialism, especially as 4 live::- _ 



1KINNOCK_:. 	 M . Wai 1 	 ,.--, 

HITE: -, 	 1974.. 
- m owed on , 	_:. 

• 

- ' 

' I, ' b 	- O-  ihi''' n:: a ,our::_ms . 
- 	, 

-N 	
V-4 , 	,, . ,,,,,3,47,47* 4tc-t;-, 	'-- iii 

. 	- -1.'-;!-„ 	-'fii. 	'-C., 	- 	;'3'2 KINNOCK: 	 - 	 That's 'tight-it No. F114 ._,F4,0.A.1081.iie 
: them If you read the rest 	it,:and . mUcetl-eleeihi ,ftl&aeyfc- : . ." 	 vs* i

r'z••4,--S,  then' and a long time after. That Ihe*ideilthath.e'iteatcotpdxatittfil 
divorced in so many ways from_the„requir.Okeittal_ glo,j11:1:--0tik,X8,.. 
and consumers, with the answer was not my idea of social1saThe „,,, .. .„e-f,-, • idea , that you could :simply provide : the ptivprivate r:compSmy,IyAitr,„_217„ _ 

	

4:):th.ressury:!4ich-Yould4nsee:tb4-:i117,e:0',..Yile.'>*APAAOIXt 	I, 
available n o  mattet .what,-:al... record-Iii:it:W.iiittariiitrzatkidA-P28 	n 	, 
comparativeness was. That !e'Peee*tilaii .:thst::'never4pp.#441_4 	cii  
if yoU'gothrough that a4iiii. you,wilk:. findiOit thimA$4,410i*phin 
that I 'sustained for 'a *very very.long,:iimelongerVea:11140A4000i, 

.ago:-:: - Because:what dissatisfied me and I.-think I_sPeakj0,01PIAW01-
Socialists was the idea that what should have beenia:8044r0,044e, 
and vitality for our democratice socialiss; . that tikja .pli$_;:iiO3.-- 
involvement and the 	 control of  
wasn't that. And right from the'earliest-timeaj,bes,040,00plibel.:17 
worked:,:in. .the Coal Board, worked intbe,Britith,-Ste#WOrpeiatie,n or - 
l_ts'predecessor, worked in 	 andso on 	. 
become natioinal and municipal - sayIngT,it'sitheZiSse.f,Xheiein rdifferent 
di.i.aeYs. There was -a'fraturation'rightfros the;'-Osteethink-We 

., 	, now live in different times and have gof_diffS.rent-objetiVes7tOwhich 
.Ve:saust apply the same rationale, the same -iit'of vaIiiesToffi:i01 
.4ay it again, social justice and economic efficiency. They are the
• 

 
best rules to run by. 

I.  

• 
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KINNOCK (CONT'D) 	 we are going to encounter and how do 
our policies directly address those realities with the objective of 
economic efficiency and social justice? 

WHITE: 	 Do you think Mr Benn 'has a crypto-religio 
approach. You mentioned small groups and small numbers of people. 
I didn't want to misunderstand you. 

KINNOCK: 	 Well to coin a phrase I never bring 
... personalities into it. 

WHITE: 	 There's a quotation I'd like.:to_put 
to you. 'The future of Britain is with socialist nationalisation 
and not with pension capitalism if the Labour Government doesn't phrsue 
with enthusisam and speed the proposals for nationalisation and socialis 
entrusted to it by the whole movement_ie:yill relive 1970. There's
no alternative in the capitalist system.: Wm .a failure.' You said- 
that. 

i- "WHITE • 	
- 

Can I ask you about the -reforma in he-
/SCome Tax system that the 'review talks about. /t ta.4,ki:AN,194e0fa 

;--.teily' 	 A stem that reflects the justice og,tbe ProgresiVenTO.noll 4, 
.. 	 -4 
Nowdoesthat mean thatthere wouid.be.al)anded:systefi.14omai-„,. 
so'thit s ito putiti,briefly, people who presently judt:a:itandO*right 
which is 25p in the pound, that a lot- of people would pay more:than 

. 25o in the pound. not luat those_that arf. navino thp tam rstta-At nrosorst 
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KTNNOCK; 	 No, Ir certainly wouldn't mean that 
and of course people don't pay 25 p in the pound, they pay .34p in 
the pound because on top of that 25p is a 9% National Insurance contrib-
ution that too often gets forgotten by the government's propogandists . 
Noow what we have got, I think it is necessary to register this, in 
the wake of this budget, is only two rates of tax effectively. For 
95% of the people, including those on very low and very modest and 
above average incomes - 95% they pay 34p in the pound and the difference 
between them on ten, twelve, 15, 24, 25 thousand, 30 thousnad pounds 
a year and the people on 30,000 pounds a week is only the difference 
between 34p in t',:-( ,  pound and 40p- in the pound which is the top rate. 
Now it is obvious. We need a much greater gradation in our tax system 
which will ensure that that 952 are not. paying more than the equivalent 
of 25 -34 p in the pound_ including nationali insurance but that you: 
start it earlier so that people 'don't take the great flying leap ipto 
tax liability on very low .  invomes and that secondly people on the --% 
very high,t!trataspheric incomes are not only liable for ,40pirt every::  
marginal pound that they, ear,. So we need a gradient., which is much 
fairer .-; i n.  ,- terms.  -Of being related to the .ability:to- :Pay, ,and ,sati_aLies',.., 

. the other two requirements:Of the tax system whinh-II "to:inspireatd.:1 
- sponsor::-and:•Oncourage-effoA•ti,  yes, and at :  the "same! time:provide - ',t1343.-,.. ., 	. 

a . tilIch:iiitfiri',..gradua4,10.  1,.i'vel.'s'IVAie:Aiaposes no ,additliiiial:rbarCien''.:LOf lin'One2,- 
taxation' OCthae952:maj . :,7, ci4it . 

re)rerinei -neOessary .for,.ihe'tair distribution.'- Nov :::-:te:ei.'can-,:'do:01,t w41,11 

: .„. 
, 

- 	'-' - -.-;.1..tit..'!0•01'-  • 	--- •" --i--i,  = 	• 	 .0.." 	ff," - 
,,41'2•'' ,., , _ .,: ,,,,,..,„ 	,f•-.! tiV.,4ivt---.7-,.,,--.., 

	

, 	. 
7 -.1illt.T41 	

,-P.,, --,. 
., 	 - put when you talk ' of,•'..:ihe, : gradtial•-'• linesr  

a.r1,51t*?. !, ,.. gradients, I_dpu,tv.see how . that_;!  Cia0,..:WO.,r1q4,r,-.4hmet.J. call.  
...,, 

unleaa.:.•It -,;!..eans ; :: ie .(' sr.-tail' it step by step. There ;_piea.O;ne.':pe,op?..e.  
_._ yOu . ,are,aaying Who 'presently pay 25pif. incOtneii*xn 'the::  pOnn,d:rikh.0"v. 

P Jip
presumably7 

	 ,, 	.. 
iiiiLVtril-4. 

te7a:l'elnkttq :':',' !
aci..4:';,.... 11:1.71t..., ,i4.14e,tiln;&_Ocr.,t.przt.:;;,141,0o.t,:. :It:to,  ,.,..l,ibr:: ..ei::...i

niai:,;-::'
,..ili:;:li.;

:x.:-_:.,,4.1f,y8;inti,:ii::.,:ii'.:4

::::::::::....1
,77_,...,p0, 

,3gVe, 
iiiiiiiisi ' '  g'  . 

iliiq 

0:,, :. 

43*- 

have:
'. ' ' 

-4.i'tu'‘'fi'ir-l -i8i01,11.*:itter:!:hi relevant , 
Z--ba'thtne,:01X..SP„.„,,s, 

j.,.,:-v,:e-7-s,-- .... ,ig.,---- - . 0 :,- '

-,rate,:.;as,' 

fi.;g;07.4-
-.N*4,44 -,-,., 

slower    rate . 	-- ..-•••• - ,.ii-:'
•ver-etf•-.- 	z.v,.- til'h 'it,  r,fte,,,,yoic, can: 

absoliiteki!'guarantee that.ft11.4t--4." .4.1- i- ih-t---'4*-6i3.-i0I'Y : :-xe.y.enue#e.oiiists.7,0fjiA0t4i.:22iate that wouldZheL-9.11)e.i.ell,S02'. e,l) 	_ 
--.:ont.'iliihili::ibOve'nea,ireragefind below average:earningt4'.WOUlir•be 

more..hati'pOipensated: by - 0411114 that top .rate.. The great midd.lo.liand, 
the;  jiugelkajori,ty,. let's call them '25p people....."'f:_,-' ,,t- ',1:"4- ,' kke 

	

4 ',-, 	elziro,' ..i- 	. , , • • 
4 1, ,:rif.,:zi_ 	.. Jj , . .. . . 	s  

WHIT 	 •:.1., .44- 	'-'Z,7,:t. r.' '-'''; ;̀7-r'; Let's call them 	Martina "rotors .,. 
4ritt

• lk,„ct, 	.- 
4;-.1 

	• - 
,..-.'4,..,,f„ 	- •-' 	' 4  '.' ' Axe i-''''V 	*Z.t.stat -Nr 

ir A 9-   -IC X ?ill 0,C f4 	--- 	- .51-1,I. 	:Yes, okay, would be no . worse T off ::-.... Your : • 
ke ..0 l-, :frr e -, a rez,on I y . talking ' about. ' revenues. All that we are iiti.Utg' tcr:  

.-0$1ort7of iii- it were - in:terms - of all our revenues ' is .the,I.V.billiOn'.  .._ - 
- 5yea*i 	 'government gets from selling off.-aaseta. ' 
:All the other resources are stillbe there in1991, 1992. : .• , 

-: • *WHITE: ' 	 But when you talk of a progresiye tax • ., . 	. 
-pyaem - ,snrely if that means anything, it means paying,.more,as,Yoic' 
earii.'..MOre.14ind:yOu would be inviting people 	 q i who-jaaven'e..--..1)-062--.404t$ 

1  

	

,I, labOn4,,4dr-5:Irote Labopr and'AO:,pay•more.-.That'iroUld",be.-th'Invita
VtAIIV-a0:441'e:tlasioar-lam not.alking'.abonthe4,-,

52:st 	e,:=.RY 
, 	-,f,,  - •, 	0,,,:l. 	

X" 
	0 

.. 
'''''" 	A:?•.:-T-14-̀  '4W 	Iii ,--te 	- .!..,:.;ire:-..-4-4!,,,..9.4.1.-.. :•.,;•:,.i,t.i,  

1: 
..,,....e.L., , ',:,:!.--A74.--,-;44•P.Ati...il=w i  i4 

	

:.-.,--:11_,,•;,,s3,!.„:, -.7z ,,7,--:1.;,:g.r.,r, f-o, A4Vg., 	 2* ,. 

.." RIAINQc.R. 	 • 	xi •§' .1  z st 	r • 	• • 	.. 	. 	. 	-• 	, 	, 
-to-1-:..,- 	"--q..0-A ' 0 you are: trying to get me -to : savt !i..r.,,.  

., 	.- 	. 	_- , 	 .-1._ 4,.. ,:i .  
we are goingt  

_-_: ...._ i___ __J-i 1_ - 
uMber,-,tbe,great majority of people.with'additiOl.i:!?. 

-e  	
".. 
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HINNOCK: 	 political convenience but beciauSe it 
is a necessary provided that on that very topmost invome,'and.,we are 
talking about very high incomes, the kind of people who benefitted 
to the maximum extent from the last budget, who between them they 
what is it - 120,000 people who got between them 2billion pounds more 
than 14 and three quarter million people who were on average and below 
average incomes.Now then in those circumstances we are syaing'that 
literally the broadest back should bear the heaviest burden and con-
sequently, as you say, with progressive taxation system then it means 
that some people will pay more. The people who can affordjo„,pay more 
are those in that five or possibly even less per cent of the:total 
umber of taypayers. For thegreat majority, that 95 2 thiri - is-ino 

reason to im,,ose additional taxation on them. It doens7t - meet'the 
objectives of taxation or add to fairness.  or to efficiency... 

_ 	.. - ''7 '1  :`":- 	•. 	. 	- 	- 	--. 	. 	 ' 	- 	 -. 	. 	- 	 a 

XINNOCCt
,-,1:;,,_:t

,
i::

.
•-'.: -.....::,. . ... -. : 7., ' . : .

. 
-., 	

No, 
: 

I

-    

a
* 

m:a
. 	
Socialist,: 
	,, ‘,.. 

7.4lway
naZ  i•z

.,.
e
1

4,
l
,
y 
 -, 
e:_been  

-. 	Ai:11:1,::',IiiwaOr:  will be and as far • as Tha tchr-01-':-,:tcO,nCirned'.'Idrr '..-think 
that we ,:.,oUght . .tOhold up si' mirror and- -:try:fand'.-)rioith-3t*--;:eitliele 	I.-, . 	 . 	... 	.. 	:- 
I think ..that our business , is to T-consirtii",141:1',40.-ge0:a0-4i:7ti--  - ' 	...t.h.er 

... 	. 

than a ,mirr:tir;. if you - like', i which Says:: there - are ,s-distitic4,1 	le-  Or e n t 
ofour: economy. We hve.. 'distinctice - :a tisi.43-';'ii:,-';': i'll'it-n".1.i.Cer3/4'11-e z.-, lig4nd . 	 . 	. 	. 	_ 	 , 

°-,- At isic!-t .' a '-'siiiteition of letting Thatchriim, di;4te',,,,% - theitio.:tgenT.M.-p 	' eaSur ..,:- . 	•. , .• 	- .- 	. 
ourselves  in to :relation 	- that be nehma 	

,4i:11-7:: 

	

. - 	.. 	.... - 	 tie.. 
.realities of tomorrow. The major .  part--ofrO- tir.me --,rewei, 	 .- 

..., 	4. n,,,,,,,,,,,,•:- 	, . And this is 'how •-i,it.  at tinie'ourselve s ..._ali..7d OielOpe„'' 461414 	 tal 
with . those:ralities i not to match MV.ThfitChe buttatbaj.-

' whit. she leaves In her wake, 'Are • have -'..tiC.9uniii.'".' itik1214. 
jive'. and • of rebint-OtipassiOnate - .capable !Of 2fLifdiiirl ' 
itoifd .properly ''''=e I ' say I.Cigain .:'•.betauSe '.it le:lot? 

that combination of economic ,eff.t01.4,:-.c:;;;:ilj0:64* 
eOP-1.0. ,. yearn, ' be-cause they . know  

. 3. ...,..., 
.2.: „.i 

. 	welli'-let-,-Weakeyour.;411r4 

t•a" 
• 

.RINNOCK: 
for, mi - 

. _ 	 : 	, , , 4 	 ^t=4. 

, 	

- 

- - in all : areas, defence and international.  relationships is the ' place 
' t'%,111-1,7111c11. -.01ey . are actually moving fastest. Til..re's Teppl,ire i' ter --

,.licINNOCK: .;, certain and .I'.tign . that",.. 

t.• WHITE:  

-mith,  every:.!hewoa4ipr. - 	,:t".' 	,....:Zei'e  

_.. 

'the::'1990a.  are 'different and thi - policy-fiedirio' moVe pon. .ACCgrd4 1. .1-471:' 

:rw**14-6-V44:75$, 

WHITE: - 
the ..,premise_ that we are going t. il,_ disOUS .,iitoll:, , :Are*e,:t4,#.4tA'AftkOtt— 

'clia"ore(PlatSjit tacks. 

iO* the 'Position that here is in every opOer[area_pfLibOtiA00.,10,614 

' 	,, -,.-: 	. 	•:- =-.". -- g :--7- --:- 	. 	-,:..r'04-74W1,41'i 41 1.+LW'  ii-44.-'-P ;1  
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, . , 	

:... 4 ,:  . 	
i•''''e-* ..4x'' 

	

. 	, 	, 

...,- 
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WHITE: 	 . Can I summarise the quandary which, 
if you like, marginal voters on one side and your critics on the Left 
and the other seem to find ,themselves in. Are you a new _,$ocialist 
or is this socialised Thatcherism that 	 consenting.74  
. • 	• 	- . 	 ' 	 1,47, 

of .  tomOrroy as :the cue for us to discuss if imiltWlefence 
is trickx, I would like us if we may  

It might.tbe„Ar&Ck 
- 	 4, 
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KINNOCK(CONT'D) 	 And we have always accepted and always 
will accept those basic requirements and what we need to do, as the 
Review said, is how best to ensure they are achieved. 

WHITE: 	 Precisely, so we don't doubt your patriot- 
ism and you have made that quite plain.Now you were a Unilateralist 
CND supporter. Was that appropriate to the time and not so'appropriate 
now? 

- 
KINNOCK: 	 It-was very appropriate at the tila 
because aosclutely nothing washippening. Or rather, more correctly, 
what was happening was a perpetual buildup and in those circumstances 
the effort to try and break the log jam was very important. The log 
jam is broken. We are in the week following the,time,yheritho PROBIdent 
of the USA and the General Secretary of the Communistj'artifof:thei 
Soviet Union walked together in Red. Squaxeand both,s0d't,WrriObjective 
is to rid the planet of ndclear weapodirand have:afi4 iiIlifqliallY 
started to go about the business. It14in*Justat*0Y14.0 0128 * 
pleasant messges to each other, itYs'a4u0.1y et.4 *Aii00 li t.Now 
in those circumstances, Elie log jam 38 	i .briken NOit iA4tati ay . to - , 
consider is how best we accelerate the'-:iiiiiCess,foilfr' - ,sufecurxt y -,--P,Ir 	• ' . 
and diminish dependence upon theseetirosiii:O:anili 	. irsiii-tha'Afia- 
been in existence throughout both our life times.  -• 	- 

• 

!si - • 	• 

-..4.:!....-0, 	-'...% 

-1-...,,,--J-4- Pk4+7., 

..„.:.,...,, ......1„.„,• 
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VIVIAN WHITE: 	 I understand you Mr Kinnock, explaining 
to me how Mr Gorbachev's position has changed, how President Reagan's position has 
changed but I am.  also interested to find out how your position has changed. Does - 
that mean that you are not a unilateralist now? 

KINNOCK MP: 	 I don't think that there is a need to 
insist that it is all go It alone, I mean it is very obvious, the process is 
underway, we are going through changes now in this country, Polaris, is obsolescent, 
the greatest testimony to that is this fantastic purchase of Trident which may or 
may not be on stream and armed by the mid 1990's. The burden of debate is shifting?: 
in Nato I ',out the levels of conventional force compatability and.:tiow .tae . al. get 
asymetrical reductions in conventional forces from the Soviet -UniOn.'1,  The prospect 
is there of the abolition of chemical 'weapons,.now when .  all those changes are 
taking place, I don't take in refuge :in • change, the reason :why. things have .changed 
so much is largely because of Gorbacliev_and Reagan,. we'd be complete fools, .whatexer 
our politics, to ignore the scope -and the scale of the Change ,snd,,the Opportunities 
and responsibilities that go with trying to be part '.of that, thange;.- ."14:e;i0Ntt • - 	- 	 - . 	' 	• - 	 • 	' 	'36ilik,~110.t4c or 
WHITE: ,  But .if a Labour Govérnmet 0coin 5 It 

• it won't come to power with -nuclear weapon's gone, no quesfioñ._ 

N 	• 

. , . 

4 

: 

• 
. 	• 

.• 
, 	. 	• 	- 	- • 
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her t.  

.404 

;• ••4-42:1- " 

4  A-4  KINNOCK MP: A  

WHITE: 	, 	.'• - 	 , Now 
is by saying, alright Trident is now _there, 
for by the 1990's, on stream _as,  you .put it 

,:• 	• - 
KINNOCK MP: -: 7:' • : -'7  - , 1. , . ''.' - ' ' 4"- -: 'WejTtPflo1 x etitiO. 
early 1990's, and it is there, we haire:. got  
it enchance the defence_ 'offour::; Country . -014  siisil#4,c0'tli,_!_ccatr:,1 
our alliance responsipiiiii0,-;:the,.answer,.;.eaa..gr,0440,i,  
are much better ways of 	 ot.oui  
allies: :So the --•-idea . of - bUil.ding.,Fori 90*!100:001ra 
borrowing it from the Americans, tpat''is,iipiaplit„%tyy,„.4, 	, 
the hire at the cost of what; eleven,,' twçl.ye b1fl1qpothi_.,,__,• .. 
Americans actuallY.effectivelY'addatwo ;000;!ifi*sl :Jfl •40-- ,1:•::.- 
capability, or the degree to, which we . Can: !cont ' 1 nt.0 - ,illifinCe ., 
common security, they are the questions pii:tASIqA, ---,,,--. :i.-A- -_,.:4-:,•36..% . 	, 	 -.,..• • - 	...-.. 	- .., rg.,fr,,t.,::;0,,,,f_Kr-z‘,.--V2'.,1/4 	.,. .-vc:. ... ,. . 
WHITE: ,  : 	• 	- - ' . - 	• 	r, - - ,•-•:,-.-:',•;--,- ,-!..-.-"f•-• 	So an incoming,  ,.,. .. 	 undet#tand 

. you, so an incoming Labour •Government would get rid or „Trident- -  ilieeilt1 - 
' 	because it thinks that cirCumstancei"tavelchanged and.";!'it',;.;flig.h _ . 	 _ 	. _ 	. 	, 	• 	, , 	• ,, - 	- 	 'ibtit 

....k, 	are -different. 
- and.appropriate to keep ,It as part of a process of invingARL, ; 	• 	• ,A- ,•-,.,- -,•.'.,::::--4 	' ,- 	- • 4 ',. ,--..";.;X1'.,f alf 4., ‘44.!Pe•FF..."' 	'' .. .. _. 	, 	 . 

	

-, 	. - --, .31-,7--,---4,-;:c• r: 7.:-.-- 

4.• 	 ...,..." ./. 

...  Now .;.'..iay: that .now, even before the :first ' 	. ri 	:40ifgig_ 	._e ,. . 

KINNOCK MP. 
 to be something for nothing,',.the-factslnow 

_ 	. 	

, 	. 
'...ft.: 

-,-.7‘:•,',,‘:k4,-..;,; 	,, 	-,s.,:f.„,, '', • y'..  
, 

13.- ,,;?.<6  '.: • 	 t")e'rer..  -4.4 

You ,want to get rid of...Tridents,.no0-  

- act -194130 
It-‘c-an :be,,lson4 

1 

-4.:  

' treaty has beeri'drawn',0"-iiid Oie`i'''',e-es8-47:f ' s ae...44,0*:because".f. , 	.11.`t;1.'"-43-1.0kil-t1,1* 	..., 
bi-lateral , reciprocal missile:-,for,miSSile':reclOttiO.4 between "inPrWt,4i0VAtie;yes `',•• 

..1 .4 , 

f
and the Soviet Union has been on for some time Gorbache v Tn4de . Vlat '..Offir't:o 'the. 
r.,,n e Amu& 4 ti• 	 - - /../•". ..  A 	
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KINNOCK MP GONT'D: 
nothing thrust that can be made is now 
there can arise a reduction in nuclear 
we are prepared to take. 

So the idea that there is' a soweLhing for 
redundant, there is something for something, 
arms as a consequence of the initiative that 

Now can I just put one other point to 
you because you talked to Michael Dukakis last week, it was a very interesting, *a 
vital interview, but with the greatest respect.  I must say to you, having got him 
to produce answers on two very special and important questions you then-missed 
the other question. He spoke of Star Wars In response to a queStion,'helapoke - 
of ntyclear weapons in response to questions what you didn't say to
Mr D•Acaz.is does it mean that President Dukakiscomes means Star.  ,.Wars ..goes, and 
he would have said yes to' that, he said it in a different form.. The result..of that 
is to unlock the door to strategic arms - reducti4ns in a way that can.". t",be "unlocked 
while "Star Wars is still there as an inhibition:::..,:.•" • • 	 4 :- .-•1 , 	„ 

.,. 	•-, 	. 
••••• 	 • 	The implications for-our .defence, ,and for 

the West are exciting, very attractive 'andTI-thin4. reurIngiorOtple,0411:-.  
- , 

it fNi. 	. 
bed ithe 

fondest;:  
Jeti&16 ible - 

'• 4`i',4:1.1-  ' -VikAil-,-..,,,,.:,-,00.1e- • k ..r,z..--.- .. 
--.' 

expect him to uphold -t at••.argument,,cert 
to be a leap from thpre 	.,there, that:, V 
negotiation, he ii'i!tbolLite :r 	t -aboilt.4. ...-_,-; ••,,..„. - 	 ,..-,,,, • question "Is.....  

WHITE: - 

' 	 -.- 	• 	.r.1,4...,:.:,:-;---• 	, •.,— ,--,---,,-. 
---- Jc.-..7 .0t,-,4. ,-• 

KINNOCK MP: 	-. • •-,-:' !'.:"- -,:,, ••• -. • .. 	.. i. -••:-..1,!--,fi.. o,,3'. 	at,J believe:. 
is thatthe United :States :or America - siiirtaiiii,S*leiu. 'vies 

- 	Soviet Union has r!uclear,:yeapons and -V#.40. yetga ;- , .1 '.4944„-uRsio„ 
should, that Nato •,•ik'ia_nuClear.  allianCe. and:Chit . we shall 
Nato. What I also-,ia0s,:_and:it wit...5.:21.4eresti*3:0!-*-ilin.*_. * ' 
Dylsekis on this last week, that, a response ::he",is' made :limy .;): z   
. , a,i',  ire work for a Change in Nato stratek,':-a;;EtY:from'firSt•usiik• 

flexible response,:  Michaer'bukeicia"-Makes ' the very interestirIgIcomm 

. 	. 

wants to move to no early first use,. whi7.1_2..1„,,!„...,,,?:',.,:i,... , i.,s - ri:ticai... ,:ii,  .te)  
arms reduction that he wants to..-.. - 	- .::;-- g..--C.'.-'34: 	.. ,-...! IVA.11-li 201;04v.Ft..  

	

,.. •-, .:,•.„;:-.5-,i; w'..0-4:-..--.: • - - . 	 k". IpPiF-7.‘'.:....-. - .,,,Ii-ij* 
, . 	 . . 	_- 

64,-4' 

	

I 	
A.: 77-1"::: 	' no.  V:- no":ffist:-,4 

:.4P.1; 4:4.. 4  '  fg'.: ;14:,-..C.• :'-i -- 	4- 4  

,,,,,.L.,› ; 

5.  '-e;,;.:  

'WHITE: . . 	. 	s•-.444 . 	;-,%-:.•:.4,-..i:t.;.• 

-• KINNOCK MP:, 	 , 	 • tiiit 1-..---/--- ,1.,;,.„„.. 	47,,  	..,,.. . „,., 
,• that no early I'l„rst-'ite'  :and no -firpt .  Use'.'" 	̀rthe,-,' ani• 6.2 thing,' , , 	: 	, -,,,, • 	- 	. 	trz,, .... — - 	• -..., - ,,,,..:,.., for one second.-'•,•••.WhaI pm saying is that:-.1.,tbi.Ati4ii,fAi:peapPri.44ali., 

that is taking pl aCe ;' 'of which Dukakis' and inariy,..7Oifier -.peoPli;ai4.: - 	,.. • 	, 	... 	, 

political opinions,:- - ,,,,,,, k  

or not?: 
• 

KINNOCK 

7;5 
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THIS WEEK NEXT1:WEEK 	 "-- . 	# 

;., ..7;;;-,--, i;•:;:,41, 
-. .:'. -...,c7.-'.';',D-Z"Ce•FV-% 

. PACE TWELVE ...,.. . 	... 	 _•.4 i.Y.I1,.. ,, 

KINNOCK HP CONTID: 	 not least because of Gorbachev, but also, 
I think, because of President Dukakis, or - even if for some reason, Michael Dukakis 
wasn't elected, we'll see him under George Busha 	 - r 	: 

• 

.. 	. 	. 
WHITE: . ''''' .: -. 	• 	:. 	4 	But I am not just asking. about the degree 
to which President Dukakis might be one or another flavour of a believer iti.,.'l* . 
deterrents, about how he is grading down from one position to another, I am - asking 
you about your position. And it has been understood, perhaps misunderstood, that 
because you think the Labour Party is moving on then it .is moving . on from unilateralism 

	

, 	..- KIN.ViCK: 	 . , 	- - No, I've :put: it 'yery "plain,  j, "-there  Is 
no need now for -a something for nothing unilateralism wbed the realities_areboth 
because of the surrounding environment, -of new relationships, and of 'arms reduction, 

, 	.. 	 .1 	•., 	.. 	 1 .-. A 	. 

and because of, all the opportunitiesfor bi-lateralreductions, for us to.secure (' 
the objective of getting: rid of -weaz5n systems, and by that •process of getting a,1 - 
reductionin other ,weapoksystemi,I can",t;be ..anyiepla_inerelhan ,that,:, it -. is . yery .,, - 
obVi.Otia ::--2:7-z•'-l',:".1.--:- 	- ';'•..;':',1;;-:.'er  , 	... - 	,?•,:-Vi•-',-f--c.,;•-- -: -:•"..•,,,'..,, !--,- ,. • •,•.,..--.;;...:-.:_.,7%;:,  :,:...i:,;.:.,:,-;:,....:..-..: 	-- -.;"Ce :7' 7i-;!2tc,41. 	, 	

' 
Y, .. . 	.L' 	--, WHITES;4:.,-1-5,-,i,:•:•)-'‘ 	.,-,-.-...-;,_ .iT- ,-..:,,::,.:-_-;--;;;:::;,:--.!,:.- -,Weli:':i.eat::--,there,-s_ ,t. , e...any clues191_ :- 

 
that You:. are engaging ,in ''a'Policf Of .deliberate.:aMbigUiti;i:br Ciill'tee10, li!erlaina` le 

.,. me:extend:yoU •the inv4tation'_•in:the way that .for instanCe .,Nen,c,ilogt,.9,1:1;  put 
he is - not.: the, only one, the - only way . for this • issue to be resolved IA.:for-A 

- leadership .toreaffirm.tnequivocally, - It!ai.policT.,of .unilateral anilat- he-e 

	

,- opportunity. ,that-- is the invitation of the left -,; Will you take .-itz--*, ,v;A,;....;1,.. 	, 
:',74:0,,LItviyArAii-,i,_';'4;•,-.4..4.tri'i:X4-1-40,4•'',.L,.: .: ,,- ',;;.•.'- ':]-. ,̀;:-;•A*'.-4,V,:r:4;4"le; -.-..:-.1A•tt-. .-....... 	.. 	..,7.1,. 	• ,.„, • 	- ...- ..., 	„..,. 	, 	.,„iy. 

	

L-• EINNwK:M4144,41-‘,1i-...v,-.,...t.i4-1.',K:•:tro:°;:-.,-•,,t. -, ' 	No, it :--le a request '-1•45i4n••.:iticanIaticin..from -. 	, 	....... 	_.,.., 	. 1 )t- 	,••••, . 	,,,:-. ', •'• ' --.0;:-.Ki•e'.I-••••-,4-1"''.4 ••,'"! 	‘- 	' 	1, !^, •e "'' .,: 	! 	. • 	' 	I ' 	. L.'•"t'... , $.•'''..- • 4 	" someone ..who:'hasn't .. 	, t....,.. ... _. 	, ., . ..,,-. ..• . 	.--.., a bag.  lc tixoPielier10/00 of ,Wht'l,"the:;oPPor0.1!)#.1e3 111)0 	- 401110.4 - , . 	,.. are, . not -•,1p6t.' or,  getting 'rid of 67ur...ntiClear.weapons,:hut:alsO:o. f ,  - - 	- 	- 	.. - : 	.ii-iii: 	' ...- - t ' g3li cant 
reduction in.  the nuclear weapons of the -Soviet bloc`: .,:;..Now. r.raii,tior.-EO„ 	. 4.04e.,„, 
li)cantatiOns, '.especial).y when the greater truth is to say here 'are thit-§:)!Pabtai  ties: 

-of the late 1980's arid,the7990''a;.here 	 J.' ' 
..,, • - .... 	• 	, 	. ' . 	.   , 	. 	. 	 are 	that. hiii-Vitak-i;n7p 

— ,.--;,--rtake  place . that, we want . toj-14 part of that-licharige ',-Inapiring'it ;.accier 
- '-;iiikiiiencing ' that: ',change i':-.:•Ilid 'Aialtlijg 

	

--..--_ . 	-., 4g.4. ..0„...Nrgrthl'  ,A,•••••  :,,.... 	.11C-  _t. 7.• . s .7„,„1:_ zilee  ..the:e-ontin tivf.-Euirofis.,. .P., , • - 	, 
,- 

iiii,-.ittii.-:',-;setery-dia pitioi--. 0  in6r6 secure : Place :4-e; 	si.0 leant , th., :-'51•miar.." 1  . •,, 'iricantations:that • actUally,don't-iiean4 looat.,.:.  0 _ 4.4::tenusof_..a0leVinig 
n ,the; argument for ending •-dependence on -niiCleiii*71,Veapona by this _ CoUnt 

, A the wider ...world; .:,.1?iat I,.. think'.  that Is a long:wafy,;4thead:,...'••  , 	- 	...,.. ---- 	.:. --., 	- . ,-,--• 	- . 2.- 	,1.171$4,,Ti..7tv,:!N••• -.- 	.. .: 

	

	 -,, 	 . ITE:',,_,,,-- -. - ,. 	: 	, 	,. • 	, .-, 	sO you don't' 	believe . in incantationsi„ that 
.--is your;answer,to an invitation just to say I am still unilateralist, you bel.),SA4n - 

-..rre-.:getting ̂ there eventually, 'I don't 'think .'we'll,..:13:::6 7 
... 	''''-;::.election '  so should 4i'Labour:GOVernment under your premiership • 

, tee-a.t.,,tazoii;tiy:!b_e,,-ithere;Lif.,,,:;.:the','peit 
„etiiii-,f-..tox;e 'W 

s.::,,E.i,.•.:.:f.,.::.-::  T! 	are committed 
that decciinn4s,pioningA,.  

b6in4;--'j'.:

si:ii•;4eCOmrfiitted c)'!':-Pc1:, --,----kIttOCK,..1'-fft;-.1;%4 

1,410, 
because-  it -coliiidiii0-1k145,--•:!Ffr.:°,sx0;:-...”

it';18fi' 

be 	 . -times ',•titiclear' 

jn 
ttli !reMains thefpositissi.;n0. hai7it0430t in i'P_.ril„ _ 

t?'-falam thes'46p.r. and say yes but that involves, 

:bC.iiiii'for Britain, and and a bonus for the titorli:\,,i, uN.sow,...in.isth::e.anree-a-er4::1-)d,  :_e,,,,,,,,,,l;,„:,,7: 

,......42-uit.e.-poi?r 
. ,. 

-,:..„.1"6.170yeif:us,in'etting generillly:1,1:?..j*.$4-0(„Yt__!:1,,iP:7::::::::46,4!4,...wi,.., - 	' ':‘ 	brassy on, the 	, 	. , ''air. '- Weil.:fra..orr.7„-,4'4!›,t*„.1t that, •- 	. 
...., --.'-'„" ' iti' of nuclear weapons, wl?oeyer.hae. ,Vlem-an,  If by the means:ii(WhiCh' ',.a0C9acw  ...,,, ---;...‘.1%. 1 9  :- . t‘ ' 'aeCure that_objecti30;');and ..we.C6-0,;;-Pat„10 the big dirscereng;',.;.,„ „ 	::: 

'.. -;'' ''--,•SeCiii.,itillip/Irf:pie,.,.pp.to.-al 	„,. 

Pg4FY's:'14..":13'.-t, t:the':isimlf6k;ie--'1.)s 
 -- - i6brity':hetwiell.t.fas, -:.--•I'ilGre 

..-TiJen r,.thi.f.k,...1...14.„, 	-..• • -iiiiile  ,inci ,.. o.144 -;...nay:rf..•:.,t,,-.,g,,,..:about 	 securityenaUring,- 	-4,  .. 
East - and .Weat.:wh 6 !I- t'auitIl*r.L  

aiie'thO1).  t--Oas the obje6tiv.e"Of`any rational person, pp,r,SOn',1-' ,iet:Isi.ione soc - 	-.- 	„--. , 	 .,.,..  

.Very interestin and a very 'Interestin' 

to multilateralism as a tactic and an approach, is:that correct? 

: 
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KINNOCK MP: 	 I think you can safely leave my heart to 
me and also my head so don't put words in my mouth, but it isn't a question of naked 
in the negotiating chamber, who is in the negotiating chamber, I didn't see in 
Geneva or in Reykjavik any more than I saw in Red Square in Moscow this week, or in 
the White House in Washington a few months ago, our presence. 	Now there is a 
mythology being developed that somehow there was a great agency of exchange, that 
went via Whitehall, but I don't think anybody seriously believes that. The fact is 
we are not there and we need to be there because we are an important military power, 
there is no doubt about that, we're an essential part of the Western alliance, no 
doubt about that, we have got a special relationship and a special arrangement with 
the United States of America, no doubt about that and we shoull be using all of 
that in order to achieve the objectives of lower tension, lower force dependence, 
and a more secure world. We are not ,doing it at the moment. 

WHITE: 	 For negotiations, Mr Kinnock, might yoy 
keep the bomb, for negotiations might,it be kept, so it wouldn't simply be a 
negotiating posture in which youll4d_tpl_z7gotiati_rs have started we have no bomb, , 
end of story.  4 A , 

/ 	. 	g.  
, 

..,==..... KINNOCK MP: 	 --,1 ,,, 	e-iill.get as a result of the implementation 
of a non nuclear defence policy .8 prced reduction by th.p.Narstp, Pact countries, it 
will be not only a bi-lateral relationship, it will: be  part of the ,environment that 

.•is now in existence, and will even*re :be in existence by the:time .1991 comes;. and 
. you watch it. Just over the next,110:years the chslygeOhat 1/111 -take place, as I say, 
certainly very profoundly if Mich_ et, ' 'kak15i7-  Pi!, it nt'ot_the-Teited States, they 
will even take place if George pU:s

0 	
:eri'lapAil AlplAritical_ot all those 

, .•••.% - - 	.-it'.*k -. 	*•-i - 

in terms of strategic armse,,:r 4 	 fi; ' eiti 	' '41'dn:Alsk, but I am sure 
. 	, 	. 	400,w ' will come back to it.  at some 'othe 	 P 	- - 'Thaplication of taking 

that impediment of Star Wars out. 
' 	

Vieteg e , 	, , repuction. 
, 

WHITE: 	 • 

.„;,.. ,..,.: 	leader, one election .defeat,,..„ :. 	 ,....„„.x..., 
political movement,Areater, '- ..•., 
secured  in sixtY,foOriptfaritreeter4 A ,......1... 	Labour might lose the next election ,...,.........:44 

	

' 4,;-"`"71: -. 	 A.471; 
 ..'`.. 	-qi 	..... 

KINNOCK MPs 	
- 

. -•••,t.t- .....4,,,., - 	* 

	

,..-', 	 :.• -Iocit:,go 	to make any calculations 
on that basis, I mean we weredefeete 	̀ii.e'iWi'embittering"and disappointing 

	

- , 	1  
experience, there is no doubt At all-about that•hut that is 1U.St . the time•that you _ 

... 	sort the people Out; the ones *4:0 ;Apit.  ': tpiiinseVies :off .and get 4.01.ick :in are 

.., 	determined to secure :change, :And.de.,erijtien'dAo'lii,k)iesoCcratic:Ppwer-,,:are the ..ones I 
. :Iike, the ones 'who:want to yahderalcitmdiii-tigioe.,4ro;:vy,':rones T7d641.t. .set on With. 

v•-• 	..;.'„Now what we are doing is eneUring,ittiat'Jkteria7.bf.i4t4-:and*ferms of the party, _ 
,that we ;face the future and We are;ti,efor:the.future;7.there are some toes to be i  
trodden on in the process of ;that;iibut•I'think;;thatAS:7Aplall tkiti to pay for 
getttng that victory of which I.itra sure we ,are,-captible;:,Provided xthat. the British 

- pekitae understand we are of the future 'and for the 'the :future and not'7I-Ooking around 
- shoulders all the time. 

.. 

Neil Kinnock thank you very much indeed. 

eve .sigfered, as Labour 
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FROM: MARK CALL 
DATE: 6 JUNE 1988 

CHANCELLOR 	 cc Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
Mr Cropper 
Mr Tyrie 

LABOUR POLICY REVTEW  

Following Prayers on Friday, 27 May, I spoke to Ian Stewart 

regarding the Policy Review documents. While there have been some  (") 
leaks and obviously some briefing of selected journalists, these 

have not yet been published. They will be published in a single 

document in about a week's time. I have asked him to try to get 

hold of any advance drafts, but he is not hopeful. 

MARK CALL 



UNCLASSIFIED 

FROM: A P HUDSON 

DATE: 8 June 1988 

mjd 4/181An 

MR CALL cc Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
Mr Cropper 
Mr Tyrie 

cvt,  

Mr 0 

LABOUR POLICY REVIEW 

The Chancellor was grateful for your 6 June minute. 

2. 	He hopes we can have something, if necessary based on press 

reports - in time for Treasury questions. 	Please could you and 

Mr Tyrie assemble some suitable briefing? 

A P HUDSON 



overwhelm- 
in, 	...;--is to win the 
next election. We must 
win it with policies that 
reflect our socialist 	

.
phi- 

losophy,1 t are sup- 
ported ' 	y members 
and th 	ure the im- 
agination and support of 
the electorate. 

Labour finished third 
in 250 seats in 1987, 
some of which were 
Labour in 1966. In that 
year, Labour polled 47.9 
per cent of the vote; in 
1987 we polled 30.8 per 
cent. In 1979, we polled 
more than 11.5 million 
votes. In 1987, we polled 
just over 10 million. 
Yet, even now, after 
three successive general 
election defeats, there 
are those in the party 
who underestimate the 
size of Labour's task. We 
need two and a half mil-
lion extra votes to win 
the extra 100 seats in 
1991. 

PRIORITY 
Review of policy and 

organisation must go 
hand in hand. Just as I 
am critical of a process 
where we review our poli-
cies but not our organisa-
tion, so I recognise that a 
modernised organisation 
without the ideas to 
spire people is no good 
either. 

Labour cannot rely on 
the unpopularity of the 
Thatcher Government to 
propel it into office. We 
cannot hope that simply 
by being a united party, 
effective in Parliament, 
we will win the next elec-
tion. All these things are 
vital, but we have to go a 
step further if Labour is 
to form a majority gov-
ernment in the early 
nineties. 

A socialist party, advo-
cating socialist change in 
a basically capitalist soci-
ety, will always need to 
build and sustain a broad 
level of popular support 
and understanding for its 
policies. To achieve that, 
Labour has to give a 
much higher priority to 
sorting out its organisa-
tion. 

The party is now be-
ginning to take welcome 
steps in that direction, 
but they do not go any-
where near far enough. 
The NEC has now 
approved constitutional 
changes to set up a 
national membership list 
and a levy-plus system 
for trade unionists. These 
are ideas that myself and 
the Tribune group have 
been pushing for the last 
year as a means of build-
ing a mass party. 

But making constitu-
tional changes is one 
thing. Increasing party 
membership from 
280,000 to something 
near the one million 
mark is quite another. 
Attempts have been 
made in the past to im-
prove the party's mem-
bership and those 
attempts failed because  

they did not receive the 
political priority neces-
sary to make them work. 

We have to tackle the 
administrative and poli-
tical obstacles that are 
put in the way of people 
who want to join the par-
ty. I hope that will begin 
to happen with the new 
national membership 
system. 

A million-member 
Labour party would re-
quire each constituency 
Labour Party to recruit 
an extra 1,000 members 
over the next four years — 
a mammoth task. And 
yet the Tories, with a 
centralist organisation 
that positively discour-
ages democratic debate, 
have many more mem-
bers than Labour because 
they give a high priority 
to recruiting members. 

Mass membership is 
not an end in itself. 
Labour Listens has been 
a well-intentioned cam-
paign. But it has shown 
how difficult it is for 
Labour to get back in 
touch with all those 
groups in the community 
that should be our natu-
ral constituency. 

The Labour Party is 
not just a group of MPs 
seeking to keep in touch 
with public opinion 
through polling and to 
convince people by skil-
led public relations. 
These techniques have 
their place: to reject them 
would be reactionary. 

But Labour must have 
organic links with the 
British people. Aiming 
for one million members 
means aiming for Labour 
to be the party where the 
hopes and aspirations of 
working people can be 
discussed and focused 
into solutions for our 
country's problems. 

OPPOSITION 
It's no good just saying 

that we want this to hap-
pen. We must spell out 
how it can happen. 

By giving the deputy 
leader, who carries the 
influence that comes 
from sitting on both the 
shadow cabinet and the 
National Excutive Com-
mittee, the responsibility 
for spearheading the 
campaign to build the 
party's membership and 
improve its organisation. 
we can give the issue the 
political priority it re-
quires. And it is a politic-
al issue. 

I have no doubt of the 
importance of providing 
effective parliamentary 
opposition to the Thatch-
er regime, but the 
Labour Party exists out-
side Parliament as well. 
Until we take the lead in 
modernising the party's 
structure and organisa-
tion, we will not be chal-
lenging the Tories as 
effectively as we could. 
After all, the deputy 
leader is deputy leader of 
the whole party, not just 
the parliamentary party. 

When Margaret 

TR tSi/i\/&, 

Thatcher sent Norman 
Tebbit to Conservative 
Central Office two years 
before the last election, 
she did so in the know-
ledge that any political 
party serious about win-
ning a general election 
must be seen to make 
organisation a key poli-
tical priority. 

Building a mass active 
party is vital in itself, but 
it also has an important 
financial spin off. There 
is a limit to the generos-
ity of the trade unions' 
political funds and the 
party must look to gener-
ate extra income by re-
cruiting extra members. 

Discussing political 
ideas is important; so too 
is raising money. At the 
moment, the party does 
not encourage CLPs to do 
either. We tolerate CLPs 
that don't pay affiliation 
fees and we fail to give 
due recognition to the 
very great financial con- 

tribution that others 
make. 

A large, well informed 
Labour Party isn't just a 
device for bringing 
money into the party's 
coffers. It is a prere-
quisite for building a 
majority among the 
electorate for socialist 
change. 

REGIONAL 
Regional conferences 

are the largest gather-
ings of Labour and trade 
union activists outside 
the annual party confer-
ence, but they are not 
used very effectively. 
More responsibility 
should be given to them 
for making an input into 
national policy making. 
Our regional organisa-
tion is under-funded and 
under-staffed — a reflec-
tion of the highly central-
ised nature of the party. 

There are marginal  

seats throughout the 
country — in the north as 
well as the south — with 
Labour councils but with-
out Labour MPs. We hay 
to ask why. We should 
also be looking to use 
Labour councillors more 
than we do at present. 
Labour should consider a 
national organisation of 
Labour councillors to 
give local government a 
much more powerful 
voice in the party. 

A strong organisation 
of craincillnrs would also 
strenthen the party's 
commitment to a real de-
volution of power and 
decision-making. There 
are also a minority of 
Labour councillors who 
see their sole contribu-
tion as winning their 
council seat and do not 
contribute to Parliamen-
tary elections. 

Strengthening the in-
volvement of the mem-
bership and putting re- 

sources into building a 
mass party lies at the 
heart of my candidature 
for the deputy lead-
ership. I believe in a par-
ty in which the members 
have a strong and effec-
tive voice: where activ-
ists are valued for their 
time, commitment and 
experience. 

Some CLPs, especially 
in the south, feel that 
they so rarely see a 
Labour politician that 
they have been declared 
an unofficial no-go area. 
This has to change. 

The message that I get 
from many activists 
throughout the country 
is that they are uncertain 
about the party's political 
direction, confused by its 
message and on the de-
fensive. If we cannot in-
stil greater confidence in 
our members, the very 
people who should be 
permanent persuaders of 
Labour's case, What 

A party advocating 
socialist change in a 

capitalist society needs to 
sustain a broad level of 

popular support 

chance have we of con-
vincing the electorate? 

My political back-
ground is well known. In-
deed, of the candidates 
standing in this election, 
I was the only one who 
supported Neil Kinnock 
in the leadership election 
of 1983. 

In establishing its poli-
tical priorities for the 
1990s, the party needs to 
resist the temptation of 
conceding political 
ground to Thatcher. The 
basic ideas of socialism — 
full employment, redis-
tribution of wealth and 
power, equality, public 
ownership, collective pro-
vision — are as relevant to 
the nineties as they were 
in 1945. 

DEMOCRATIC  _ 
The electorate under-

stands that Labour cares, 
it is not so sure that we 
can deliver on economic 

JOHN PRESC 
A large, well-informed 
a prerequisite for bui 
majority for socialist 
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policy. Labour has to be 
the party that creates 
wealth more efficiently, 
distributes it more equit-
ably and makes the eco-
nomy more democratic 
and industry more 
accountable. 

We must learn the les-
son from the last election, 
when our taxation policy 
was a mess. For example, 
it is not credible for 
Labour to suggest that 
our policies for full em-
ployment or our policies 
for investing in the  
health service, funded by 
taxation, free at the point 
of use, can be financed on 
a programme of low taxa-
tion. It can't and the 
electorate knows it can't. 
Socialism is still the lan-
guage of priorities. We 
need to argue our case, 
not duck the issues. 

j 	Labour's commitment 
j to full employment gives 

hope to the millions of 
unemployed and under- 

employed people who 
have been driven into 
further desperation and 
despair by a Thatcherite 
society that designates 
them as failures. We 
must not be diverted , 
from that commitment 
by Thatcher's market 
system, which deliberate-
ly creates high unem-
ployment and then 
claims it to be inevitable. 
Full employment can be 
achieved only by state 
intervention and plan-
ning. We must have the 
confidence to argue our 
case with conviction. 

Equally, we should not 
be too apologetic about 
the record of the publicly-
owned industries. In wa-
ter, gas, electricity, the 
record of the public sector 
is a good one, even if 
some mistakes, especial-
ly in the centralisation of 
power, were made. We 
should recognise the im-
portance of public own 

SeOTT 
med party is 
building a 

dist change 

NEXT WEEK 

Tony Benn 

local government. The 
"loony Left" smear that 
arose out of the actions of 
a small minority of 
Labour councils and was 
used by some of our own 
people as well as the 
Tories) has made the par-
ty reluctant to acknow-
ledge the importance of 
local government. My 
most recent pamphlet 
Real Needs Local Jobs 
outlined an important 
role for local government 
in helping to create the 
one million jobs which 
could be delivered in two 
years, as Labour pledged 
at the last election. 
Labour local authorities 
have a vital part to play 
in rebuilding our eco-
nomy, reducing unem-
ployment, regenerating 
the inner cities and 
urban areas, and tack-
ling the appalling and 
disgraceful housing cri-
sis. 

DEBATE 

As socialists, we should 
never be afraid of any 
policy review. Any demo-
cratic socialist party has 
to test its socialist aims 
against the changing 
values and aspirations of 
society. But the review 
has to be genuinely 
democratic, involving 
members both in the par-
ty and in the unions. If 
party members are not 
involved, if they feel 
alienated from the policy 
review, if they are suspi-
cious of the motives of 
those conducting the re-
view, then they are less 
likely to support some of 
the necessary changes. 

The NEC should be 
looking,  to stimulate de-
bate-and amendment. If, 
as is suggested, the policy 
review proposals are pre-
sented to conference in 
one long document, as a 
take it or leave it pack-
age, then the whole re-
view will degenerate into 
a sterile set piece debate. 
Whatever the results of 
the policy review, WP 

need to project our 
agreed policies with an 
enthusiasm and commit-
ment that comes from 
adlieving a wide consen-
sus throughout the par- 

'Elections are won and 
lost in years not weeks. 
Every day for Labour is a 
campaigning day. We 
must use our greatest 
asset, the membership, 
to make victory more 
likely. I reject the tradi-
tional and conservative 
role for the deputy leader 
that sees the post as an 
adjunct to a major par-
liamentary portfolio. 

The next four years re-
quire all the deputy lead-
er's energy, time and 
commitment to be spent 
in spearheading the cam-
paign to build a mass, 
modern, more participa-
tory Labour Party with 
the confidence and con-
viction to articulate the 
policies that result from 
our review. I am the only 
candidate in this election 
who has committed him-
self to that course of ac-
tion. 

John Prescott is MP 
for Hull East and 
Labour's front-bench 
Energy spokesman. 

Committing Labour to 
redistributing power is 
meaningless without an 
effective strategy for de-
centralisation and de-
volution. My pamphlet, 
An Alternative Regional 
Strategy, set out a clear 
and coherent strategy for 
attacking the growing 
disparities between the 
nations and regions of 
the United Kingdom. 
The redistribution of 
wealth, power and 
accountability and the 
eradication of mass un-
employment cannot be 
achieved from an office in 
Whitehall. We have 
always been too uncritic-
al of concentrations of 
power, public or private, 
whether it lies in 
Whitehall, Walworth 
Road, or on a local au-
thority housing rlepart-
ment. 

Under Thatcher, Bri-
tain has the worst-
trained, worst-paid work-
force, with the worst set 
of striploymord rights of 
any of the developed irk , 
tions. Yet only 43 per 
cent of trade unionists 
voted Labour last year — 
a clear indictment of our 
failure to convince many 
of those who should be 
our natural allies. We 
should not be defensive 
about our link with the 
trade unions — it is not a 
weakness but a strength 
to be built upon. 

FASHIONED 

ECONOMIC COM 

I
F YOU believe the press and television at 
whatever the news about the British econ( 
be good. If the pound goes up, it is a sign th 

economy is doing well and investors through( 
flocking to lend us their money. If the pound 1  
good for British industry and a sign that Nige 
winning his battle against the Prime Ministe 

If production goes up, then it is a sign of bo(  
with the most successful economy since the ir 
revolution. If production goes down, then it iE 
because it is allaying the fears of the City tha 
may be overheating. 

If the trade figures show a surplus, it is a si 
industry is competitive. If the trade figures sl 
a sign that our economy is growing faster ths 
and so sucking in imports. 

So what is the truth? At best these figures 
present a ml 
state of the E 

serious news 
industrial pr 
Although th 
figures for M 
small recove 
previous mo: 
shown a digs 
cent fall — th 
was last sem 
catastrophic 

As with th 
earlier in the year which had shown two of tf 
Britain's trading history, journalists had bee 
teehical sounding mumbo-jumbo in April alx 
adjustment and the Ford strike to enable the 
figures were a freak. On the day before the fi 
May, the usual string of City "experts" was si 
confidently stating that the fall would be rev 
figures would be shown to be a trunk. 

But it is worse than that, because if you be 
commentators now must begin to do — that t1 
production figures are really telling us somet 
must also believe that the trade figures are t 
something. One of the main reasons that pro 
stagnating in that exports have stagnated fu 
months. Another reason is revealed in the fii 
industry reducing its stock of goods —often a 
confidence. 

T THE same time, consumers' expendit 
stagnated. Since the turn ot the year, IN 
hardly changed. With the collapse of th 

industries following the crash of last Octoboi 
which is still active is probably property. Tit 
is responsible for the burgeoning money sup 
another feature of the "good news" day. It w 
ourprioing, therefore, when the Covernmen 
the first estimate of production for the wholi 
growth rate of barely one per cent for the fir 
year. 

But against all this were the uncmployme 
another fall of 50,000 in April. So which are 
figures for production in nearly all sectors or 
unemployment figures? It will come as no su 
readers to leant! that I regard the unempluyi 
indices of nothing more than the success the 
having in ridding itself of benefit claimants. 
Jobs last week contributed its careful analys 
the mounting voices of those who regard the 
figures as increasingly irrelevant to the stat 
market. Their assessment is that the fall in 
probably no more than one-quarter of the fa 
last year by the official figures. 

T IS ironic, therefore, that just as most ol 
to a serious slowdown in the economy, we 
first upturn that we have seen for some t 

inflation. The sharp rise in prices in April w 
government-induced — rises in rents, rates, 
so on. It had nothing to do with overheating 

So is there any bad news or is Britain's an 
do no wrong? Our problem is that the only v 
on the subject are those of the City. Having 
months after the October crash to the surpr 
spite of their collective ignorance and stupit 
analysts still have their jobs, they have coni 
British economy has a peculiar robustness. 
voices of those who are going to have to cut 
because of the Social Security Act or becaus 
jobs, until we hear the voice of productive ir 
by its finance directors, we shall continue t( 
is good news. 

ership in helping Labour 
to achieve our economic 
objectives. 

In the electricity supp-
ly industry, for example, 
the public sector has 
shown that it can provide 
security of supply inure 
efficiently and at a lower 
cost to the consumer 
than a privatised system. 
My new pamphlet on 
energy policy, published 
later this year, will ex-
pose the privatisation of 
the electricity supply in-
dustry ass reckless gam-
ble with one of the na-
tion's most valuable 
assets. 

STRENGTH 

The duiTent seatarers' 
dispute provides ample 
evidence of the need to 
promote the rights of in-
dividual trade unionists 
and their collective orga-
nisations. After seven 
years, the Government, 
employers and the judici-
ary have flekiened a 
ruthless legal weapon 
with which to attack 
trade unions, still seen as 
'the enemy within". The 
courts appear as the 
agent of the employer, all 
too willing to fine and 
sequestrate, concerned 
not with justice but with 
the letter of the law. 
Labour is right to commit 
itself to repeal all the 
Tories' anti-trade union 
legislation and replace it 
with a positive 
framework for industrial 
relations. In my pam-
phlet, Planning for Full 
Employment, I outlined a 
workers rights act which 
would give employees the 
chance to participate in 
rebuilding our economy. 

Another important ex-
ample of the collective 
nature of our society is 

Collective 
stupidity 
fuels City 
optimism 

HENRY NEUBURGER 
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JOHN PRESCOTT: DEPUTY LEADERSHIP CAMPAIGN 

I attach Prescott's latest salvo in the deputy leadership contest, 

from Tribune, 3 June. 

might find an occasion to use his remark: 

'We must learn the lesson from the last election, when our 

taxation policy was a mess. For example, it is not credible 

for Labour to suggest that our policies for full employment 

or our policies for investing in the health service, funded 

by taxation, free at the point of use, can be financed on 

a programme of low taxation. It can't and the electorate 

knows it can't'. 

G TYRIE 
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LABOUR POLICY REVIEW 

The Labour Policy Review conclusions are to be published tomorrow 

morning. Research Department will arrange for a copy to get to us 

before the weekend. Mr Tyrie and I will review the document with a 

view to producing briefing for 1st Order Questions. 

MARK CALL 
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JOHN PRESCOTT: DEPUTY LEADERSHIP CAMPAIGN 

The Chancellor was grateful for your minute of 8 June. 	He has 

commented that we must indeed find an occasion to use Mr Prescott's 

remarks about Labour's taxation policy. 

.- 

MOIRA WALLACE 
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LABOUR'S PROPOSALS FOR TAX REFORM  

Earlier this week we discussed Neil Kinnock's 'This Week Next 
Week' interview last which took place Sunday, 5th June. 

We now have a transcript of the interview which, as you can see, 
is littered with typos and non sequiteurs. Whether the latter are 
due to the incompetence of the typist or the verbosity of Kinnock I 
can't be sure! The key points on taxation were: 

'We need a much greater graduation in our tax system which will 
ensure that the 95 per cent are not paying more than the equivalent 
of 25-34p in the pound including national insurance 	 ' (page 7). 

'We need a gradient which is much fairer in terms of being related 
to the ability to pay and satisfies the other requirements of the tax 
system which is to inspire...effort...and...provide the resources 
necessary for the fair distribution. Now we can do that with a much 
more gradual level that imposes no additional burden of income 
taxation on that 95 per cent majority' (page 7). 

'You can absolutely guarantee that that slight loss of revenues 
because of the lower rate that would be of benefit to people on 
slightly above...average and below average earnings, would be more 
than compensated [for] by pushing that top rate [up]' (page 7). 

'The great middle band, the huge maiority, let's call them 25p 
people [intervention from Vivian White: "Let's call them marginal 
voters too"] Yes, okay, would be no worse off' (page 7). 

'All that we are going to be short of as it were in terms of all 
our resources is the £5 billion a year that currently the 
Government gets from selling off assets' (page 7). 

'The people who can afford to pay more are those in that five or 
possibly even less percent of the total number of taxpayers. 
For the great majority, that 95 per cent, there is no reason 
to impose additional taxation on them' (page 8). 

The implication of these comments is that the introduction of 
new, lower rate bands could be funded entirely from the revenue 
gained by increasing the top rate of income tax to 55p or 60p. 
According to the FSBR the revenue effect of the abolition of all 
higher rates will be around £2 billion by 1989-90. Given that 
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a lp reduction in the basic rate would cost around £1.6 billion 
in 1989-90, it would seem unlikely that Labour would have much scope 
for significantly reducing the tax burden of those on less than 
average earnings. 

Moreover, Kinnock's comments ignore the effects of Labour's 
election pledge (subsequently confirmed by Chris Smith in the House, 
Hansard, 17th March 1988, Col. 1315) to remove the upper earnings 
limit on NICs and the undertaking (which the Party has not withdrawn) 
to abolish the married man's allowance. 	Needless to say, Labour's 
consistent opposition to all this Government's reductions in income 
tax rates, most recently by voting against the cut in the basic rate 
to 25p, implies a desire for higher top and basic rates. 

Labour seems determined to pursue the line they used during 
the election - that the top 5 per cent of taxpayers will be the 
only group which will see an increase in its tax burden. Moreover, 
Kinnock has now gone further, by claiming that the introduction of 
new lower rates can be financed entirely by increasing the higher 
rate of 55p to 60p. In effect, that all the structural changes to the 
tax system will be self-financing. Labour is also clearly vulnerable 
to charges that it would abolish the married man's allowance and the 
NIC's upper earnings threshold. Finally, there is more than a hint 
of ambiguity in Labour's continual opposition to income tax cuts and 
Kinnock's assertion that no-one paying tax at the basic rate will be 
worse off under Labour. 

Would it be possible to check the feasibility of introducing 
new lower rate bands funded entirely through raising the top rate 
to around 60p? It would also be worth knowing how much would be left 
over to fund increased public spending. I suspect that the equation 
simply doesn't make arithmetical sense - or that only a relatively 
few people would benefit, and then only by quite small amounts. 

Now we have done some firm statements on taxation from Labour, 
and some apparent inconsistencies, it would be useful if we could 
capitalise on them. 

Andrew Tyrie, Esq., 
Special Adviser, 
H.M. Treasury, 
Parliament Street, SW1 

cc Peter Cropper, Esq. CBE (Treasury) 
Mark Call, Esq. (Treasury) 
Robin Harris, Esq. CBE (CRD) 
Guy Black, Esq. (CRD) 
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S 
	 Foreword 

Social yustice and Economic Efficiency presents the first stage of Labour's policy review, and sets out the 
framework for the second stage of detailed policy development which is now to be undertaken by the party. 
It comprises the reports produced by the seven review groups established by the National Executive 
Committee, following the decision by the 1987 annual conference to undertake a far-reaching review of 
party policy. 

These statements look forward to the Britain of the 1990s — a period of rapid social, economic and 
technological change. They recognise the profound impact this change will have on our lives; and in the 
light of this they set out the principles that will inform Labour's policies for government in the 1990s. 

The review is firmly rooted in Labour's aims and values, those of democratic socialism. 
Our commitment to the fullest opportunity for the individual runs through the review, hand in hand 
with our commitment to the fullest development of the community. 

The review is unlike any other undertaken by a political party in Britain. We wanted to take a long, 
searching look at our approach and our policies. We wanted to look ahead. But above all, we wanted the 
people of Britain to tell us what they thought about their future, and the direction in which they wanted it to 
unfold. 

So we asked them. We opened up our review to the public meetings held by local parties up and down 
the country, to the many questionnaires sent in from our Labour Listens consultations, to the detailed 
submissions considered by the review groups, and to the extensive consultations with working people held 
by affiliated trade unions. 

Labour's review is therefore an achievement in which the party can take justifiable pride. 
Yet this is only a beginning. In the run-up to annual conference and at the conference itself, the 

statements will be widely discussed, debated and then submitted to the democratic process in order to 
obtain the fullest possible agreement. 

However, as the individual statements make clear, the review so far is not exhaustive and should not be 
expected to answer every question. Indeed, it would be wrong for a review that is genuinely searching and 
comprehensive to do so at this stage. 

The second stage of our review will go on to undertake a further year's research, consultation and 
debate in order to give detail and definition to the directions and perspectives laid out so far. 

It is in this spirit that I commend these statements to conference, the party and the movement. I hope 
that you will consider them in your branch, constituency or union, and that you make sure your views and 
comments contribute to advancing the review process. 

Together, these reports present the basis for a coherent, practical and forward-looking vision of Britain 
in the 1990s. They show how Labour will set about creating a more just and more efficient society, one that 
draws its strength from both the individual and the community. A society that will give lasting effect to 
social justice and economic efficiency. 
J L Whitty 
General Secretary 

Comments on the statements should be set to: The General Secretwy, Labour's Policy Review, the Labour Party, 
150 Walworth Road, London SE17 ljT. (Each should be clearly headed with the title of the particular review 
group, and be typed on one side of A4.) Guidance notes to help with your discussion are available on request. 



• A Productive and 
Competitive Economy 

S 

1. THE CHALLENGE OF THE 1990s 

Labour's aim is to develop a talent-based economy for the 
1990s and beyond. 

The British economy we want to help build will be one 
transformed by a technological revolution creating new 
industries and using electronic and information technology to 
make fundamental changes in old industries. The variety of 
'just in time' production methods will have replaced, in many 
cases, the uniformity of repetitive mass production. New 
patterns of work and new demands for skill will need to be met 
by a workforce of men and women, highly trained for new 
tasks. Such a successful economy will rely increasingly on 
companies and processes that are smaller in scale and more 
flexible in adapting quickly to new conditions. That economy 
will be an efficient instrument of wealth creation drawing upon 
the resources and talents, and meeting the needs and interests, 
of everyone in society. 

None of this will happen unless we make it happen. 
Indeed, the odds at present are stacked heavily against such 
success. Any improvement in performance; any reduction in 
unemployment; any rises in output, are welcome. But there are 
already unmistakeable signs such as the emergence of a 
growing balance of payments deficit that while North Sea oil 
has come and gone Britain's basic problems remain. 

The 1990s will mean major changes and new challenges 
for Britain — challenges that we are quite simply failing to 
prepare for. The oil revenues that have sustained living 
standards for a decade will have declined. The opportunity to 
fund the wholesale modernisation of our economy will thus 
have been wasted. On the other hand, the European and world 
economy in which we must earn our living will have become 
sharply more competitive as other advanced economies harness 
the new technologies — and as the newly industrialising 
countries undercut our established industries. The completion 
of the EEC internal market will add to the competitive 
pressures. 

Above all, our ability to compete will be severely 
handicapped by the failure in the 1980s to invest in the new 
skills, technologies and knowledge that the 1990s will demand. 
Unless we can at least match what other countries are doing, 
Britain will not be an effective wealth-creating economy. 

Our current pattern of economic growth is unbalanced in 
favour of short-term consumption and against medium and 
long-term investment. It is unbalanced between imports and 
exports, between finance and industry, and between the South 
East and the rest of Britain. Above all, it is unbalanced because 
it calls upon and rewards only a proportion of our people, and 
instead of extending participation erects barriers that inhibit 
flexibility. It leaves talents untapped, and excludes from 
prosperity an increasingly dispossessed underclass. 

2. A NEW APPROACH TO ECONOMIC AND 
INDUSTRIAL POLICY 

For most of the past nine years, the British economy has 
suffered under a Medium-Term Financial Strategy that has 
laid great emphasis on financial orthodoxy. Much of that 
strategy has broken down under the pressures of reality. M3 
has come and gone. The target of an absolute fall in public 
expenditure has been abandoned The exchange rate was first 
declared 'beyond control', then redefined as 'a target'. The 
failure of this strategy has not led to it being replaced by an 
industrial strategy. On the contrary, we now have no strategy 
at all. 

Economic succcess in the 1990s requires a new approach 
to the central question of how best to help the companies, the 
entrepreneurs and risktakers, the managers and workers, and 
the scientists, technologists and trainers, who will meet the 
challenges of the next decade. In particular, we must decide the 
role of government in providing such help. We have to strike 
the right balance between the short run and what the market 
and those operating in it can do for themselves, and the 
medium- and long-term framework in which government must 
take responsibility for investment, improving competitiveness 
and harnessing new technologies. 

Britain will not increase its share or even hold its own in 
the home, European and international markets if present 
policies continue. The complete failure of the current mix of 
monetary targetting and laissez-faire is evident in the fact that 
manufacturing investment has still not returned to its 1979 
level, and in Britain's growing balance-of-payments problem. 

Correcting these failings requires a macro-economic 
policy of steady expansion, competitive exchange rates and low 
inflation. But this must be coupled with a new focus on the 
encouragement of structural change, building up from the 
needs for flexibility and adaptability at the level of the firm and 
the industry. Pre-I979 policies of economic management will 
not be adequate. Demand management must complement 
structural measures that ensure a modern supply response 
from those who make industry productive — the designers, 
managers, production engineers, workers and sellers. 

A medium-term industrial strategy 

This combination of macro-economic policy and attention to 
building micro-economic, supply-side strength, are the 
characteristics of the Medium-Term Industrial Strategy which 
Labour will implement to improve competitiveness in foreign 
and domestic markets. Flexibility will not be achieved unless 
we remove the barriers to opportunity that limit the value of 
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the contribution each individual can make. Economic success 
is neither to be attained nor measured by the achievements of 
the few. In a period of rapid change, the truism that we can 
best enrich society as a whole only by eliciting the maximum 
contribution from each person as an individual becomes an 
imperative of economic policy. 

Central to our vision of a fair society and an efficient 
economy is also the conviction that the basis of success is a new 
compact between the individual and society, asking of each 
person a greater contribution and in return offering just 
rewards and a better quality of life. 

Experience confirms that a successful economy does not 
rely on the isolated efforts of a few individuals to secure the 
requisite training and re-training, and investment in new 
knowledge and equipment. Success follows only if society as a 
whole, with government playing a major enabling role, creates 
the conditions and accepts the responsibilities to enable 
everyone to make their full contribution to the production of 
goods and services. 

That is why at the heart of a rational economic policy must 
be a commitment to full employment and to the measures 
necessary to secure it. In the 1990s, full employment will not 
come about merely through the manipulation of aggregate 
demand. Everyone must have the opportunity to acquire the 
skills and wherewithal to adapt. The requirements of training 
both before and during working life, as well as the increasing 
desire of many people to reduce their age of retirement, are 
factors to be taken into account in a modern definition of full 
employment in a free society. 

Change cannot be left to chance or the vagaries of the 
market. 

If individuals are to have the chance to make their full 
contribution, a new partnership between the individual and 
society is necessary: a partnership that couples opportunity for 
each individual with the acceptance by government of overall 
responsibility. It will be the task of a Labour government to 
bring into being this partnership, using the powers of 
government to wink with business and with the community to 
ensure that investment is made, technology is harnessed, and 
economic development is both balanced and sustainable. We 
are confident that individuals and firms will respond and in 
turn help build a more successful, creative and united society. 

The new approach and the market 

For government to meet its responsibilities in promoting 
successful economic policies, we must not repeat past mistakes: 
the stop-go cycle; the failure to invest; the emphasis on 
immediate consumption; the absence of any industrial strategy, 
the failure to integrate macro and micro-economic policy; and 
the exclusion of so many from involvement in the rewards of 
wealth-creation. As other countries do, Britain must 
consciously adopt a medium-and long-term framework for 
economic development, one that recognises that the market 
moves between trends and therefore is incapable of formulating 
the strategic approach vital to overall success. 

Short-term market pressures do, of course, spur 
competition, stimulate innovation and widen consumer choice. 
But it is in the nature of markets to undervalue the long-term 
investment necessary to produce high-quality education and 
training, or to carry out pure research and apply it through 
research and development programmes. Consequently in these 
areas the market fails to provide. 

As a result, much of the medium- and long-term 
investment essential to a modern and competitive economy is 
lacking not only in the public realm of education or transport, 
but also in private industry where the longer lead times now 

characteristic of much high-tech development make it 
impossible to generate the quick returns demanded by the  
market. 

The dominance of financial interests, inherited from the. 
past, has also given priority in policy-making to those who hold 
assets and live on the income from those assets, rather than to  
those who make and provide goods and services for sale in 
domestic and international markets. The consequence is 
policies that favour high interest rates and an overvalued 
exchange rate maximising the return on existing wealth in the  
short term, but prejudicing the creation of new wealth in the 
longer term. This bias, too, must be reversed. 

The short-term perspective of the market is reflected in 
the way investment capital is made available in this country. 
Though there is no general shortage of investment capital, the 
insistence on quick returns compels management in many 
industries to stress short-term performance and consequently 
maintain a bias against longer-term investment. To reverse this 
bias and redress the failures to invest, we should look to the 
experience of other countries where government sometimes 
through the agency of government banks has established a 
sound balance between finance and industry and thereby has 
given industry a more productive and long-term commitment 
from finance. 

Industry has an important role to play in such a strategy. 
At local and regional levels, as well as at national level, it is 
essential that government agencies and local authorities work 
in partnership with firms, trade unions, the CBI, trade 
associations and chambers of commerce. The process of policy-
making and industrial development must be one of concerted 
action. 

A Medium-Term Industrial Strategy demands of 
government micro-economic measures that will directly 
improve industrial performance, and encourage and ease the 
changes needed to improve competitiveness. Both sides of 
industry must be fully involved to identify our strengths and 
weaknesses on the basis of practical experience and informed 
assessment. 

3. THE NEW APPROACH AND SCIENCE 
AND TECHNOLOGY 

The British economy will compete effectively only if we grasp 
the opportunities that the new technologies offer to transform 
our economy. The alternative of cost-cutting and moving 
down-market will fail when faced with competition from the 
economies of the newly industrialising countries. The low-
tech, no-tech' approach is a dead end. Britain should commit 
itself to a science-based, high-tech future. 

This requires that we reverse the increasing neglect of 
basic research and instead strengthen links between academic 
institutions and industry, and between basic and applied 
research. Current failures in such areas as information 
technology, electronics, computers, data processing and 
machine tools will cost us most dearly. They are the areas in 
particular where government must accept its responsibility for 
support, sponsorship and co-ordination. 

Construction of a national policy for science will need 
discussions with scientists, engineers and industrialists about 
how to close Britain's innovation gap, how new ideas can be 
more rapidly disseminated, how our efforts in basic and 
applied research can be made more effective, and how best to 
correct the distortion that results from favouring defence 
research at the expense of more productive and profitable civil 
research. 
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4. THE NEW APPROACH AND THE 
COSTS OF CHANGE 

New technologies and the decline of oil revenues demand 
significant changes in the structure of British industry. We 
must use the technological revolution to leapfrog our past 
failures, recapture competitiveness in manufacturing, and 
build the service industries that are important in themselves as 
yell as being complementary to manufacturing's long-term 

success. 
Without intervention, the heavy costs of making change 

on the scale required will fall disproportionately and therefore 
unfairly on particular sections of the community. Developing 
new industries means that old plant and skills become 
redundant. But this cannot result in whole workforces and 
whole regions being made redundant. If the community is to 
welcome change and encourage effective action in 
implementing it, we must be prepared to share the costs 
thoughout the community. Such a responsibility can only be 
undertaken by government. 

Phase two of the review will therefore need to evaluate 
measures to facilitate change, not only in the national economic 
interest but also from the viewpoint of those whose jobs and 
lifestyles are at stake. For example, we will study Sweden's 
programme of active re-training and placement — a programme 
that has not only successfully encouraged change but also 
preserved employment and enhanced economic efficiency. 

5. THE NEW APPROACH TO 
SOCIAL REGULATION 
AND SOCIAL OWNERSHIP 

The major utilities — the water, gas and electricity industries, 
the rail and post and telecommunications networks — are 
unique in that they serve not only every household but also the 
economy as a whole. Therefore they cannot be run solely on 
the basis of private profit. Consumers expect economic 
efficiency to mean they should be well-served. But just as 
market competition can enhance service to the consumer, so 
the control of monopolies over their market can diminish the 
quality of goods and range of services available. 

We therefore need to protect the consumer's interests by 
obtaining guarantees that monopoly suppliers do not abuse 
their position — a clear danger while they are in private 
ownership, and now all-too-apparent as a consequence of 
privatisation. In any case, we have to recognise that these 
monopoly enterprises have another role as providers of 
essential services to the economy and the community in 
general, and that we need to some degree to insulate them from 
the short-term pressures of the market. 

We shall accordingly designate a new category of company, 
the "public interest company", for those industries with a 
statutory responsibility to service both consumers and the 
national interest. Targets will be agreed for each in terms of 
consumer service, investment, pricing policy, and other 
measures of economic performance. Strengthened regulatory 
authorities will have the power to monitor and enforce these 
standards, and also a new role as "ombudsmen" in taking up 
consumer complaints. We shall examine detailed proposals in 
phase two, as well as the possibility of extending the "public-
interest" obligation to include such questions as training, equal 
opportunities, and the environment. 

In some cases a change in ownership or control as well as 
regulation may prove necessary to safeguard the interests of the 
consumer and the economy. In deciding where this is 
appropriate, we must set our own agenda by means of a fresh 
appraisal of the needs and responsibilities of each industry, 
case by case. We must be ready to recognise and remedy 
deficiencies such as inadequate attention to consumer interests 
and to workforce participation that in the past have 
characterised the Morrisonian form of public ownership. 

Where public ownership or control is appropriate, we 
should consider a variety of means by which it can be achieved, 
including majority and even minority shareholdings, use of 
special shares, and converting shares into non-voting bonds. 
Special attention will be paid to the potential role of regional 
institutions in bringing this about. These questions will be 
examined in detail in phase two. In each case, the particular 
outcome will be one appropriate to the enterprise concerned, 
conducive to economic efficiency, fair to existing shareholers, 
of benefit to consumers and to employees, and helpful in 
securing the economic and social accountability that the 
national interest requires. 

Clause four of the party's constitution makes clear that the 
concept of common or social ownership is not limited to state 
ownership. The economies of other countries, notably Sweden, 
are both more successful and more socialist than our own, yet 
state ownership plays only a fraction of the role it has done 
in Britain. 

Phase two of our study will also examine different patterns 
of social ownership, including decentralised forms of control 
and oiganisation. Municipal enterprises, workers' collective 
share schemes, worker co-operatives, and a new role for 
pension funds can each contribute to the flexibility of the 
economy and open up opportunities for participation in the 
process of change. 

Putting to one side the question of economic efficacy, the 
case for these forms of common or social ownership rests on the 
right of each of us as individuals to control our own lives, to 
participate in the decisions which affect us, and to share fairly 
in the benefits to which we contribute. An economy able to 
secure greater personal fulfilment and social justice will also be 
economically more efficient when individual effort is harnessed 
to the common good. 

6. THE NEW APPROACH AND 
REGIONAL IMBALANCE 

An important aspect of preparing for the 1990s will be a 
concerted attack on the imbalance in Britain's economic 
geography. New technologies mean new opportunities for the 
regions. Successful regional development will prevent the 
complementary excesses of overheating and decay, both of 
which stifle efficient economic change as well as weakening 
national cohesion. Striking such a balance and achieving 
sustainable regional growth is essential for the efficiency of the 
economy as a whole. 

We require not only the direction of new investment to the 
regional economies but also that they be strengthened through 
locally-generated efforts. We require a new approach to 
decentralisation, in both government and in private enterprise. 
Decision-making and research can no longer be concentrated 
in the South East. Phase two of the review will consider how to 
achieve these objectives through, for example, location 
incentives and controls, regional high-technology centres of 
excellence, and the regional patterns of spending by 
government. 
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Similar pressures are faced in the inner cities, where the 
injustices and failures of the past nine years appear in their 
most acute form. The Conservatives believe these problems 
can be solved by imposing change on the physical environment 
while ignoring the people who live there. This cannot work. 
Effective change comes only from indigenous development, 
encouraging the participation of the local community and using 
resources from both the public and private sectors. 

Phase two will appraise means of organising regional and 
inner city development, and the advantages of devolving major 
responsibilities to local and regional authorities and enterprise 
boards. 

7. A NEW APPROACH TO THE 
INTERNATIONAL ECONOMY 

Britain is today a more open economy than ever before, a trend 
that is sure to accelerate. The freedom of action of national 
governments is seriously constrained by international trading 
arrangements, competitive pressures, the huge flows of capital 
across frontiers, and the decisions of multi-national firms. This 
does not mean that national governments or a Labour 
government in particular have no power. But increased 
governmental co-operation to check destabilising influences 
will clearly be of great importance. 

Britain has an important role to play in reconstructing 
international economic relations to overcome the deficiencies of 
the post-Bretton Woods era. Throughout the OECD countries, 
the de-regulation of international trade and finance and the 
climate of "international monetarism" has resulted in persistent 
slow growth and high unemployment. De-regulation has not 
produced the supposed advantages of free trade. Instead, it has 
resulted in an unstable trading environment together with 
creeping and concealed protectionism. 

The Group of Seven countries' recent attempts to forge a 
Lo-upei alive iiitei national strategy have degenerated into 
window-dressing and wishful thinking. Britain must join in re-
building an international environment in which the original 
aims of the GATT are more fully realised and trade is managed 
effectively in the interests of expansion by all countries, not least 
the Third World nations that are the biggest losers under the 
present system. We intend to discuss these issues with our 
sister socialist parties overseas, both those in government and 
in opposition. 

An effective international trade regime is, we believe, the 
only sure foundation of financial stability. 

The new economic policy and the 
European Community 

Over half our trade is now with other members of the European 
Community. Therefore, the Community's rate of growth, and 
factors such as inflation rates in Community nations and our 
exchange rate with Community partners, have become the 
major external influences on our economic performance. The 
Community's poor growth performance over the past five 
years, and the growing imbalance in our trade with the 
Community in manufactured goods, are of considerable 
concern. 

This concern is reinforced by the intended completion of 
the internal market by 1992. Some measures, such as the 
elimination of complex red-tape barriers to the movement of 
goods around Europe, are clearly sensible and beneficial. So 
too is the standardisation and strengthening of exhaust 
emission standards and other environmental controls. 

But the philosophy behind the internal market is not 
simply directed towards the elimination of bureaucratic 
barriers to trade. What is intended is an uncontrolled "free"4111 
market on a Europe-wide scale, supported by the free 
movement of capital, fiscal harmonisation and a severely 
reduced scope for national industrial policies. These measures 
will reinforce the current imbalances in the European 
economy, concentrating industry in those parts of Europe 
where it is already strongest, and enhancing the potential for 
rapid and destablising capital movements. There is the clear 
threat of the development of a two-tier Europe, with the 
weaker economies, including Britain, prevented from taking 
effective measures to improve their position. 

We must be clear that the Community cannot be allowed 
to deter Britain from doing what is required to regenerate our 
economy. We should work towards developing a new agenda 
for European co-operation, one that allows us to pursue 
objectives which are truly in the national and European 
interest, rather than those which are a travesty of the purpose 
for which the Community was set up, as is the case with the 
Common Agricultural Policy. 

In phase two, we will renew our discussions with our 
socialist collegues in Europe to develop our response to the 
issues — including the internal market that concern the future of 
the European Community. We will also examine the 
relationship between domestic monetary policy and exchange 
rate policy, and the institutions of the EMS. 

8. THE NEW APPROACH TO THE 
CHALLENGES OF THE 1990s 

The themes outlined so far form a framework within which to 
formulate our detailed policies to meet the economic challenges 
of the 1990s. Other aspects of our drive towards individual 
opportunity and government responsibility are covered by the 
work of other policy review groups. 

For example, opportunities to develop individual talents 
to the full can only be provided within a comprehensive system 
of education and training and re-training. They also require a 
new commitment to participation and flexible employment, 
with support for women to realise their full economic potential. 
These issues fall within the scope of the People at Work review 
group. 

The quality of life also depends on the quality of the 
environment. Economic growth and care for the environment 
are not mutually exclusive alternatives: low growth economies 
are not superior to high growth, high-tech economies — indeed 
the reverse is typically the case. Nonetheless, strict 
environmental standards are part of an effective response to the 
technological revolution — an issue being considered by the 
Physical and Scoial and Environment review group. 

The common theme running through this work, and the 
springboard for the detailed work in phase two, is the 
conviction that we cannot go on as we are. 

With a growing balance of payments deficit and declining 
North Sea oil production, the cards are stacked increasingly 
against us. We must learn the lessons of our past and current 
failures, and understand that we can no longer live only for 
today and make no provision for the future. Such provision will 
only be effective if we recognise the contribution each of us 
can make, and therefore organise our community around 
democratic socialist values so that it can be made. 

Appendix 

The Productive and Competitive Economy Policy Review 
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Group was established to consider: 

The democratic socialist approach to enterprise and ownership, 
markets, industrial (including science and technology) policy, 
trade, energy, employment and training strategies, including 
the international dimensions. 
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Gordon Brown MP 
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John Edmonds (GMB) 
Ken Livingstone MP 
John Prescott MP 

joint Secretaries: Andy Batkin, Henry Neu burger and 
Nigel Stanley. 
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People at Work 

1. WORK, SOCIETY, AND OUR 
ECONOMIC FUTURE 

Our review of Labour's strategy places people at work firmly 
and clearly at the centre of our agenda. For only if we do so will 
we he able to achieve our twin objectives of improving the 
quality of people's lives and increasing Britain's economic 
efficiency. 

For most people, paid work is central to their income, 
their social status and their sense of position within society. 
This applies even when employment alternates with caring for 
children or dependent relatives at home, as it does for most 
women. For those seeking employment, the lack of paid work 
is economically and socially devastating, a major cause of 
poverty, and of physical and mental ill-health. 

For the economy, effective use of the workforce is the 
basis for the efficient production of goods and services. The 
organisation of work is a major factor in determining our 
productivity and our ability to adapt, innovate and compete. It 
thus determines our ability to sustain prosperity in the future. 
Work is the major investment that individuals make in the 
economy — they give it their lives — and the investment must be 
used effectively. People at work must be able to adapt and use 
new ideas. And society must invest in those people. Relations 
at work must aid, not inhibit, change. For the 1990s indeed, 
the key issue will be not "management's right to manage", but 
"mangement's ability to motivate". 

For society as a whole, constructive working relationships 
in which men and women have equal opportunities and are 
treated with dignity, are the foundations of democracy and 
social cohesion. Rapidly changing work patterns inevitably 
give rise to potential conflict. It is essential that change is 
introduced positively and that the interests of everyone at work 
are protected and enhanced in that process of change. Labour's 
whole approach, therefore, must focus on the real needs of men 
and women at work. 

The Challenges of the 1990s 

For Britain the 1990s will be a decade of economic challenges 
and new opportunities. 

As we set out in our report on a productive and 
competitive economy, Britain will face an intensely competitive 
environment in the 1990s. On the one hand, the decline in oil 
revenues and the completion of the EEC internal market will 
sharpen competitive pressures throughout British industry, 
creating a far more challenging environment than that of the 
oil-cushioned eighties. On the other hand, new applications of 
electronics and information technologies creating new 
industries and transforming old ones — will provide a unique 
opportunity for Britain to leap over our competitors. Whether  

we are able to meet these challenges will depend upon our 
ability to mobilise effectively the key resources needed to 
compete in this new era: ideas and people. 

Major changes will also have taken place in the structure 
of employment in Britain. Some of these changes will be the 
result of the policies and failures of the Conservatives. But 
others will stem from much longer term changes, as Britain 
continues to move away from its industrial past. 

The composition of the workforce, for example, is 
changing rapidly. Where in the past the labour force has been 
dominated by full-time male workers, in the 1990s half the 
entire workforce will be women, and half of those women will 
be working part-time. The long-term shift in employment from 
manufacturing industry to services, particularly those provided 
by the private sector, will continue. The workforce is also 
ageing, with the generation of the post-war "baby-boom" in 
their 30s and 40s. The numbers of 16-19 year olds entering the 
labour market will be down by as much as a quarter compared 
with the mid-1980s. 

The trend to a more divided labour force is also likely to 
continue. On the one hand there will increasingly be a `core' of 
highly skilled workers, with access to well-paid, secure, 
fulfilling and full-time jobs. On the other, there will be a 
growing `periphery' of less secure workers employed by small 
firms and sub-contractors. At the same time, there will also be 
a growing polarisation between relatively highly-paid, 
professional and multi-skilled workers — most of whom are men 
— and lower-paid, part-time, mainly women workers, who are 
often employed on a temporary or casual basis. 

Superimposed upon these longer term changes, however, 
will be the legacy of this government. Britain will enter the 
1990s a divided nation, where work, employment and 
opportunities are unevenly distributed across age groups, 
races, regions and sexes. A decade of mass unemployment will 
mean that there will be a large core of adults who have never 
experienced work outside of a government training scheme. At 
the same time, there will be an acute shortage of key skills, 
especially in particular areas of the country. Individual 
employment rights will have been sharply cut back. And the 
position of women in the workforce will have been further 
undermined by the cuts in social services, by threats to their 
rights at work, by the continuing assumption that they must 
single-handedly take on the care of dependents. 

These growing divisions will be mirrored in the terms and 
conditions of people at work. As now, low pay will condemn 
millions of people — and their families — to poverty. As now, 
women's average pay will be less than two-thirds of the average 
for men. And as now, hundreds of thousands of employees will 
continue to be entitled to only limited paid holidays. Moreover, 
for many, job security will continue to be poor or non-existent, 
as redundancies continue to take their toll (130,000 people 
were made redundant in the `boom' year of 1987). Job turnover 
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will also continue to increase — and especially for those in the 
worst paid, least secure jobs such as those in private services. 

These deep divisions, coupled to the huge changes that 
will come in employment and employment opportunities, 
require a complete re-think of efficient patterns of work, and of 
opportunities for training and re-training. Economic efficiency 
demands that training should not be an activity confined to the 
young, or the full-time worker in industry. On the contrary, 
the attack on skills shortages and the creation of a flexible 
labour force requires that training be seen as an activity which 
provides opportunities for all. This will include effective 
training and deployment of women workers who remain today 
largely segregated in lower-paid work. 

Training is also the key to the attack on unemployment. 
The macro-economic approach which worked in the 1950s and 
1960s, when unemployment was kept below 500,000 by 
manipulating fiscal policy, will not be sufficient to tackle 
unemployment in the 1990s. In a period of rapid structural 
change it will be necessary to implement employment policies 
too — creating the skills that create the industries that create the 
jobs. Investing in training is far cheaper than pouring money 
down the unemployment drain. 

To undo the damage done in the 1980s will require an 
entirely new strategy in education and training. 

It will also require a new framework of rights and 
responsibilities for everyone at work, whether full-time or part-
time, temporary worker or permanently employed. The 
objective will be to create working relationships that give 
confidence and dignity, and to provide the means of resolving 
the conflicts of interest arising from change. 

The trade unions will have an essential part to play in the 
1990s. It is a basic right for individuals to be able to join a trade 
union in order that, together, they can achieve a fairer balance 
for workers against the power of employers. Most people in 
Britain believe, rightly, that trade unions are essential to 
protect individual employees and improve pay and working 
conditions. Giving individual workers new legal rights, as we 
propose, will only work in practice if those rights can be easily 
enforced; and the support of a trade union is, in practice, the 
most effective way for an individual to secure their legal rights 
at work. 

A higher proportion of the workforce is in trade union 
membership than was the case twenty years ago, although that 
proportion has dropped under the pressure of unemployment 
and government attacks on free trade unionism. The fact 
remains, as in many previous decades, that the terms and 
conditions of employment achieved by trades unions set the 
standards for many more who are not thcmsclvcs union 
members. This demonstrates the value of trade unions to the 
community as a whole — a value recognised in repeated opinion 
poll findings. A substantial majority of the British people 
believe trade unions to be "a good thing" and that "they would 
not have their present level of wages and conditions were it not 
for trade unions". 

Labour's objectives 

It is against this backcloth of new opportunities and challenges, 
and of major changes in employment, that we set out Labour's 
central objectives for people at work. 

First, we aim to create an economy in which every individual 
has the chance to develop and use their talents and skills to 
the full. Our objective is to create an opportunity economy. 
That is why our commitment to full employment lies at the 
very heart of our economic policy. That is why we are 
determined to develop a new strategy for education and 
training. For we know that Britain can only succeed if it has a 

work force that is highly trained and highly adaptable — one 
that is able to respond quickly to changing technologies and 
changing customer demands. 

Second, we aim to provide all workers with a fair deal at 
work, by providing clearly defined basic rights for everyone. 
Our starting point is our recognition that the employment 
relationship is not equal: that, in the absence of statutory and 
trade union protection, the employer is in a far stronger 
position than the individual employee. This is why we are 
proposing the introduction of new minimum legal safeguards 
for all men and women at work: safeguards which will reflect 
the major changes in employment we have identified above. 

Third, we aim to promote effective trade unions. They are 
the best way of protecting employees rights and redressing the 
unequal balance between employers and employees and the 
best way of ensuring that minimum legal standards are 
enforced and improved upon. 

Fourth, we aim to achieve genuine equal opportunities for 
all at work. This is why we insist that education and training 
policies must provide properly for the needs of women; that 
there must be positive measures to combat discrimination of all 
kinds; that there must be more flexibility of working hours and 
working patterns, flexibility that must benefit all employees; 
and that the facilities needed to achieve equal changes, such as 
the provision of adequate child care facilities, must be available 
to all who need them. 

Fifth, we aim to help to bring about greater satisfaction at 
work: for example, by increasing the scope for employees to 
take decisions about their own work and by better job design. 

Sixth, we aim to encourage the development of effective 
employee participation — so that workers can, through their 
representatives, share in the decisions which affect their lives at 
work. Our objective is to help develop a new approach — a new 
partnership within each enterprise, office or workplace — so as 
to help in day-to-day planning and problem solving. 

Seventh, we aim to provide a firm basis for partnership and 
cooperation between employees and workers. Tory anti-
union legislation, we believe, has harmed not helped industrial 
relations. This is why we aim to create a new regulatory 
framework, one designed to minimise conflict and assist union 
and employers to reach fair and reasonable agreements. 

These seven clear objectives provide the basis for the 
policies we set out in this report. They also provide the 
starting point for the work we will undertake in phase two of 
the policy review. 

2. EDUCATION AND TRAINING IN 
THE 1990s 

Education and training are the keystones of a society of 
opportunity and personal fulfilment and an economy that is 
competitive and efficient. Investment in education and training 
is a measure of a government's vision and commitment to the 
future. 

The present government has been notably lacking in both. 
The government ended the training levy, abolished most of the 
Industrial Training Boards in 1981, and cut the number of skill 
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centres by a third. Only 30 per cent of our workforce have 
recognised qualifications equivalent to at least one "0" level, 
compared with 70 per cent in West Germany and Japan, and 
almost 80 per cent in the United States. The number of 
apprenticeships in Britain is down by a half since 1979, and last 

V ear's intake of engineering apprenticeships reached an all-
time low. Only 24 per cent of managers in the UK have a 

university degree, compared with 85 per cent in the US and 
Japan. All this adds up not only to waste and incompetence, 
but to economic folly. 

It is important to recognise that this is not only a question 
of training young workers, important though that is. Major 
changes in Britain's workforce mean that it will not be possible 
to meet the economy's need for new skills simply by training 
school leavers. Economic efficiency and individual opportunity 
both demand that training and retraining must be extended to 
older workers to part-time workers and to women workers who 
remain largely segregated in lower paid lower grade jobs. 

To meet the challenges of the 1990s, Labour will develop 
an entirely new training culture, one which permeates 
education and industry. We recognise that education (at all 
levels) and training, whether "academic" or vocational or 
recreational, contribute both to the quality of society and to the 
overall efficiency of the economy. Our goal is therefore to 
provide a clear, well-defined structure of educational and high-
quality training opportunities for all. This means: 

Ensuring that everyone, including the redundant and 
long-term unemployed, has the opportunity to acquire 
new or improved skills so as to increase their job 
satisfaction, widen their range of job opportunities, 
and extend their contribution to the economy and 
society. 

Ensuring that the nation's present and future 
education and training needs are regularly reviewed 
and that an adaptable framework is provided to meet 
those needs. 

Ensuring that people have the opportunity to 
continually update their skills throughout their lives 
rather than only having one-off training when they are 
young. 

Giving a new priority, throughout our education, 
training and retraining strategies, to the needs of 
women so as to tap the huge potential of skill and 
talent in the majority of the British people. 

Adult training by employers 

The market does not ensure that companies provide enough 
training to meet the needs of the economy. Many employers are 
reluctant to fund training for fear that employees will depart 
after acquiring new skills. And training budgets are the first to 
be cut in times of economic difficulty, storing up problems for 
the future. Training provision in the service sector is 
particularly inadequate, and training for part-time workers is 
virtually non-existent. 

We will be looking carefully at methods of increasing 
investment in training in the second part of the policy review. 
Amongst issues to be examined are the establishment of joint 
company education and training committees, ensuring that 
employers offer retraining as an alternative to redundancy 
wherever possible, and the best means to ensure that all 
employers contribute fairly to training. We will also be 
examining means of forging effective links at local level 
between companies, education and training institutions; and  

we will pay particular attention to the needs of women and 
ethnic minorities, who face a legacy of past discrimination. 

Individual access to education and training 

A system of education and training that is both efficient and 
enhances the qualify of life must be open to everyone. Yet 
because of lack of funds and institutional rigidites, access to 
education and training is often restricted, denying 
opportunities to adults who wish to acquire the skills to change 
career, or advance their current career, or to escape 
unemployment. In addition, many unemployed people will be 
deprived valuable educational opportunities through the 
Government's foolish move to prevent them from studying up 
to 21 hours a week while claiming benefit. 

We aim to make open access to education and training into 
a reality. A major objective will be to ensure that ethnic 
minorities have full access to training. Guaranteeing full access 
to extend educational and training opportunities for women 
will require the provision of a comprehensive framework of 
day-care and education for children below compulsory school 
age and during school holidays. 

In the second stage of the policy review we will be 
undertaking a detailed examination of the means of overcoming 
the obstacles to open access. Our priority will be to develop 
schemes such as individual training plans and public service 
traineeships for every unemployed person. We also intend to 
examine the scope for individuals investing in their own 
training by creating individual training accounts as a 
supplement to employers' training schemes. 

Education and training for 16-19 year olds 

At present there is a sharp split at 16 between the minority 
staying on at school to do "A" levels and the majority going into 
YTS or other forms of work experience with little or no 
training. This is not only divisive and discriminatory, it is, by 
international standards, old-fashioned and inefficient. 

We must bring about a major improvement in the 
education and skills of young people. We must bridge the 
divide at sixteen by providing a variety of integrated patterns of 
academic and vocational education. Education and training 
programmes which are modular in structure enable those who 
leave full-time education before the age of 19 to acquire 
nationally recognised qualifications. There should also be a 
move toward income maintenance assistance for those in full-
time education; and there must be a effective equal 
opportunities programme to encourage girls and young women 
to acquire qualifications. 

Management education 

The new skill based industries will require skill-trained 
management. British managers have fewer opportunities to 
increase their skills than their counterparts overseas. In the 
second phase of the review we will consult, among others, 
business schools, the Institute of Personnel Management, and 
the British Institute of Management, on the best strategy for a 
major expansion of management education. We will also 
consider the value of establishing a new management training 
college for the public sector, with the goal of achieving a radical 
improvement in the management of, and consumer satisfaction 
with, public industry and services. 
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3. ENHANCING THE QUALITY OF LIFE 
AT WORK 

The quality of life at work is a fundamental ingredient of the 
quality of life in general. It is also a vital ingredient of economic 
efficiency. Modern industries require new skills deployed by a 
flexible, well-educated and well-trained workforce; that is, by a 
self-confident labour force which rightly expects to be treated 
with respect. 

For many people, if not most of the workforce, the actual 
experience of work is not a fulfilling one. It consists of 
boredom, lack of stimulation, repetition and in many cases an 
unpleasant and sometimes dangerous work environment rather 
than job satisfaction and co-operation with colleagues. 

The present government's labour market strategy, though 
apparently geared toward economic objectives, is profoundly 
inefficient especially with respect to the longer term. The 
erosion of basic employment rights is producing a severe 
deterioration in the working environment of millions of 
workers with increased pressures of work generating problems 
of isolation and stress. It is also reducing employee 
commitment and opportunities for the exercise of initiative and 
discretion, reducing the very quality of the labour force. 

Flexibility has been promoted by the government in a 
manner that accrues only to the advantage of the employer. 
The government's idea of flexibility has involved giving 
employers licence to push people from one job to another 
without warning, and to demand flexible hours contracts so 
that employees have no means of knowing the length of their 
week or even the days they may expect to work. 

It need not be like this. Flexibility should bring benefits 
for workers too. It can mean the chance to experiment with a 
different organisation of work. It can mean the opportunity to 
try to arrange working time around the demands of family or 
leisure pursuits. Our approach to achieving flexibility is 
through involving employees in decisions on change and 
through enabling people to acquire systematic new skills and 
knowledge. 

Work and Family Responsibilities 

Efficiency and equality also demand a closer examination of the 
relationship between employment and family responsibilities. 
In the second part of the policy review we will be looking at 
labour markets and social strategies that would give women 
and men a greater choice of working arrangements, including 
hours of work, designed to suit people looking after children or 
other dependents. 

Part-time working is welcomed by many women who do 
not wish to remain in a full-time job while their children are 
young. Part-time workers should not be penalised by second-
class legal status and a restricted choice of low-paid and less 
responsible work. More flexible working hours — possibly 
along the lines of the Swedish entitlement for parents to work a 
six-hour day — would allow many men, as well as women, to 
spend more time with their children without abandoning their 
careers. Better child-care facilities, including child-care places 
for every three and four year-old whose parents want it and 
statutory parental and family leave would transform the choices 
available to women. We must also ensure that women can 
return to full-time employment after a period at home with 
children or other dependants. This would, for example, stem 
the current losses of highly trained and experienced 
professional women. 

Positive intervention of this kind in the workings of the 
labour market is the only way to ensure that women genuinely  

enjoy equal opportunities at work, and therefore fully realise ' 
their contribution to efficient production. 

Most working people's aspirations are modest and 
realistic. They want reasonable working hours with adequal,  
breaks and holidays. They want recognition that employment 
is not the totality of life and working arrangements need to 
recognise this. They welcome change and progress when they 
have a part to play in the future. They do not wish to be pushed 
so hard that their leisure time is spent recovering from work. 
When things go wrong, the vast majority of people look for a 
fair framework of law or custom and practice and someone to 
turn to for help and support. 

Labour is determined to put the quality of life of people at 
work squarely on to the political agenda. That involves two 
main strategies: 

Securing employment rights, through a new charter 
of employment rights and better enforcement 
measures. 

Promoting satisfaction at work, through new 
incentives for employers to adopt best practices, and 
through measures to promote participation by 
employees. 

Labour's New Charter of Employment Rights 

It is the task of a responsible government to lay down clear 
minimum legal standards for everyone at work, whether full-
time or part-time, permanent or temporary, whether unionised 
or not, whether in large companies or small. We will therefore 
draw up a set of basic minimum rights to be enacted in 
legislation and summarised in a charter of employment rights. 

Amongst the measures the charter will cover are rights on 
unfair dismissal, the minimum hourly wage, the minimum 
paid holiday, maternity and paternity leave, anti-discrimination, 
health and safety standards, rights to participate in a union, 
and fair disciplinary measures. In the next phase of the policy 
review we will consider the legal mechanisms needed to ensure 
that everyone at work is protected including youth trainees, 
homeworkers, and temporary workers. 

Rights only mean something if they are effectively 
enforced; and the mosi effective way of enforcing these rights is 
through membership of a trade union. Workers, individually 
and collectively, should have the right to be represented at 
work, should they wish, by their chosen trade union or unions. 

During the second phase of the review we will examine 
ways to complement the effective enforcement of the Charter. 
These will include strengthening the Health and Safety 
Inspectorate and extending its responsibilities to cover other 
terms and conditions of employment. We must also look into 
ways of improving tribunal procedures and of allowing "class 
actions" in tribunals, so that an award to one individual in a 
particular category would apply to other individuals in that 
category. And we must promote contract compliance by 
government departments, local authorities and other public 
bodies in order to encourage good employment practicies and 
equal opportunities in the companies from which they buy 
goods and services. 

Health and Safety at Work 

Each year, some 650 people are killed in accidents at work and 
12,500 are seriously injured. A further 20,000 suffer work 
related illnesses. 

Under the Conservatives, the long term decline in the 
number of fatal and serious accidents has been reversed. 
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Instead, they have increased by a third since 1979. Over the 
same period the government have cut the number of factory 
inspectors in post by a fifth; and only eight per cent of 
registered workplaces are now visitied each year. 

In phase two of the review, we will consider how best to 
strengthen and update the legislation on health and safety — to 
take account, for example, of changing circumstances and 
technologies — and the resources needed to make this legislation 
effective. 

Promoting job satisfaction 
All the evidence shows that if people are to get satisfaction from 
their work, it is usually necessary for them to be able to meet 
the same basic, intrinsic needs. They want to be able to take 
some decisions about their work; to be able to learn on the job 
and to go on learning; to have some variety in their work; to 
have contact with and the help and support of colleagues when 
necessary; to feel they are making a worthwhile contribution to 
society; and to feel they have a place in their company's future. 

Job satisfaction is important to employers too. Discontent 
leads to higher labour turnover, more absenteeism and 
sickness, poor industrial relations, resistance to new 
technology, and lower productivity. Already many go-ahead 
companies make hard headed decisions to promote employee 
satisfaction for purely financial reasons. Our aim is to make the 
best practice the usual practice. 

Our concern to improve job satisfaction has major 
implications for issues from the design of machinery and 
workplaces to the organisation of work. Government can tackle 
these issues through encouraging best practice. Among the 
proposals we intend to consider in the second phase of the 
policy review are establishing centres for job design and job 
enrichment, creating incentives for employers to give higher 
priority to job satisfaction through measures like better job 
design and reorganising work procedures, and looking for good 
practice both here and overseas, and to publicise it, perhaps in 
the form of a code of practice. We also intend to look at putting 
greater emphasis in management training curricula on the 
importance of good personnel relations and individual job 
satisfation. 

4. IMPROVING INDUSTRIAL RELATIONS 

Good industrial relations are a vital component of economic 
efficiency, and so of sustainable growth and secure jobs. The 
changes we need in the production of goods and services in the 
1990s depend upon everyone in work, individual employees as 
well as employers and managers. Trade unions are not only 
necessary to protect the rights and freedoms of individual 
employees, they are also essential to the management of 
change, so that real and lasting improvements in the 
organisation of work can be made in a way which carries the 
agreement and participation of the workers concerned. 

The present government clearly regards trade unions as an 
obstacle to employers' ability to impose change on their 
employees. By giving employers extraordinary legal sanctions 
against trade unions and by undermining collective bargaining 
at every opportunity, it has left individual employees at the 
mercy of a deregulated labour market. It has done nothing to 
encourage the efficient negotiation of change or the effective 
resolution of disputes between management and employees. 
Instead of using the law to promote better industrial relations, 
this government has turned it into a weapon for employers to 
use as an alternative to negotiation. 

Giving individuals more say in decisions at work can make 
a major contribution to industrial efficiency as well as to 
individuals' quality of life — as the experience of Germany, 
Sweden and other successful European countries convincingly 
demonstrates. The outmoded approach, that management 
should manage and workers should do what they are told, 
encourages confrontation and inhibits flexibility. Industrial 
relations in the rapidly-changing conditions of the 1990s 
require that employees are no longer treated as mere factors of 
production. They must have, and must believe they have, a 
very real influence in their enterprise or workplace. They 
should be enabled and encouraged to contribute to a 
partnership in their workplace. And they should be able to feel 
confident that retraining and new opportunities will be 
available if their present skills can no longer be used. 

Encouraging employee involvement 

The new framework of industrial relations that Britain needs 
must give employees a right to information and consultation, 
and ensure that they have an influence on decision-making on 
the issues which most affect them. In the past, debate has 
tended to be concentrated on giving workers more say in top-
level company decisions on such issues as plant closures, 
investment, mergers and takeovers — rather than on matters 
which are often of more immediate concern to many workers. 
In this report we are emphasising that people should also have 
a say on the day to day issues which most affect them: issues 
such as the working environment, training, health and safety, 
flexible hours packages, working methods, relationships with 
fellow workers, the provision, of child care and other services 
and so on. 

Dealing with these issues is the daily work of shop 
stewards, joint negotiating committees and union officials in 
workplaces with recognised trade unions. But their 
contribution has been undermined by this government's 
hostility to union organisation and by its encouragement of 
arbitrary management practices. In a non-unionised company, 
employees have no guarantee that they will be involved in 
dealing with these issues, or even that their views, however 
expert and experienced, will be heard. And they have no legal 
backing to persuade their employer to recognise a trade union. 

The right to information and consultation is very limited 
in British companies today. It makes sense to approach that 
right in a number of different ways. Employees in unionised 
workplaces will be helped by a more positive framework of 
industrial relations, and the knowledge that their union will be 
able to secure conditions at least as good as, or better than, 
those provided in our proposed charter of employment rights. 
In many companies, employees and their unions are 
particularly concerned about proposed mergers and takeovers; 
they need clear rights to be consulted and informed. In non-
unionised workplaces, employees who wish to exercise their 
right to join a trade union need the security of knowing that 
they will not be dismissed or victimised for doing so and, 
furthermore, that an employer will recognise a trade union 
acting on their behalf. 

We believe that all employees, whatever the nature of their 
work or workplace, should have access to an appropriate forum 
where issues of day-to-day concern can be considered by 
employers and management. We will therefore consider in 
phase two what formal structure of employee representation in 
worker/management decision making may be necessary in 
order to ensure that issues such as health and safety, training, 
working environment, flexible hours packages and child care 
arrangements will be jointly determined. Such a structure 
should supplement collective bargaining arrangements and 
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could be used to help develop such arrangements where they 
do not currently exist. It would also play an important role in 
multi-site establishments where bargaining is currently 
fragmented but where access to decisions at company level is 
an important priority for emloyees. In workplaces that are not 
yet unionised, a requirement to create a new representative 
management/employee forum will provide a means to 
encourage trade union membership and thus secure the right to 
trade union recognition. 

If this new participatory approach to industrial relations is 
to be a success, and employee representatives are to contribute 
cogent and feasible proposals on a wide range of issues, then 
they must be well-resourced and well-trained. Trade unions 
already provide training and research for their shop stewards 
and members. There is a clear public-interest case in ensuring 
resources are adequate for this function, by providing state 
funding to the trade unions for these purposes. 

Building a base for day-to-day co-operation, planning and 
problem-solving could help reduce the potential for conflict. 
Many industrial disputes in recent years could have been 
averted if management and unions had faced the problems at 
an earlier stage, and, if conflict had arisen, been given help to 
reach a settlement. 

The procedures for resolving any disputes that remain, 
however, are still of central importance. 

Recent experience has shown that the Conservative 
government's anti-union legislation has not suppressed 
industrial conflict and strikes. Indeed, because the 
government's employment legislation makes it more difficult to 
reach agreement during disputes, we have experienced some of 
the longest, most bitter and expensive disputes in this 
country's history. We therefore reject the view that the 
replacement of that legislation might help to encourage 
industrial conflict. 

Role of legislation 

In approaching the whole question of the common law and 
statutes which apply to trade unions and industrial relations, 
we think it legitimate to draw a clear distinction between those 
laws that confer rights on individual union members largely in 
accordance with existing union practice, such as ballots before 
strikes — which we support; and those that are plainly contrived 
to inhibit the ability of unions to protect and advance the 
interests of their members collectively. We set out below the 
principles which we believe should govern the improvement of 
industrial relations laws in our democracy. 

No reasonable and objective government, seeking a fair 
and equitable balance of industrial power, could allow the four 
Employment Acts of 1980, 1982, 1984 and 1988 to stand as 
they are. Amongst the most objectionable of their provisions 
are the following: 

Protection by law against union disciplinary action for 
a minority who have refused to accept the ballot 
decision of a majority in the union to take industrial 
action. 

New rights for employers to sack workers selectively 
in an industrial dispute, after a majority ballot decision 
in favour of action. 

Protection for an employer who artificially splits up 
his or her business into separate units, so that trade 
union activity in a dispute would fall foul of secondary 
action provisions and be declared illegal. 

The use of ex-parte injunctions — taken out at only a few 
hours notice and without the union side being enabled 

to be present — in order to frustrate legitimate industrial 
action. 

A ban on all types of sympathetic action. 

The requirement that all withdrawals of labour, from 
go-slows to strikes, must "relate mainly" to the terms 
and conditions of that group of workers, so that a 
union fighting against job losses threatened by 
privatisation has been held by the Court of Appeal to 
be acting illegally. 

The revival of the liability in tort of the union (as 
opposed to its officials) which had been excluded since 
1906, and which has led to penalties of sequestration 
out of all proportion to the cause. 

Such measures are penal and discriminatory and are 
intended to be so. No reasonable government could permit 
them to remain on the statute book. We will therefore take 
steps to remove them. 

Labour's approach 

The law can never be a substitute for successful negotiations. 
But the law can offer a framework which encourages good 
industrial relations; which provides a balance between the 
power of employers and that of employees and their unions; 
and which establishes procedures for conciliation and 
arbitration where negotiations break down. 

Our basic approach was set out in our report People at 
Work in 1986. But we would make clear in particular our 
assertion of certain key principles. 

First, conciliation and arbitration procedures must be 
extended. The Conservative government has refused to use 
established arbitration procedures when dealing with its own 
employees and the trend is for employers to abandon 
arbitration in favour of court action. In the second phase of the 
review, we will be looking at ways of strengthening the role of 
ACAS as a conciliation body and a central arbitration 
committee in resolving disputes on collective agreements. 

Second, workers' rights must include the right to 
involvement in their union's decisions. Labour believes that 
union members should have the right to a secret ballot on 
decisions relating to strikes as well as in the election of union 
executives. Although there will sometimes be spontaneous 
walk-outs, where strike action occurs before any ballot can be 
held, a ballot should subsequently take place. Any union 
member should be able to appeal to an independent tribunal if 
a ballot has not been held. In the next phase of work we will 
decide how this right should be translated into union rule 
books and how the basis of enforcement through the 
independent tribunal proposed by the Labour Party in 1986 is 
to be achieved. 

Third, the boundaries of lawful strike action must be 
reviewed if there is to be a fair balance of power between 
employers and employees. We do not think it is fair that all 
supportive action by other employees, following a majority 
vote, should be unlawful — especially when an employer is 
able to contrive an artificial separation of one part of his 
business from another in order to frustrate legitimate industrial 
action by his employees. 

Fourth, workers engaged in a legal strike or industrial action 
must have protection against unfair dismissal by their 
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, 	employer. During the second stage of the policy review we will 
consider how this can be enforced. 

eifth, the use of interim orders and injunctions, which can 
often decide a dispute in favour of the employer before 
action is taken, should be restricted. Ex-parte injunctions 
(which allow an employer to get a court order without the 
union knowing about the case, or being able to put its case in 
court) will be prohibited, although reasonable time limits will 
be laid down to ensure that urgent applications are heard 
quickly. 

Sixth, a union must be able to remain in existence and work 
on behalf of its members. The present government's law has 
resulted in the absurdly unjust situation whereby members of a 
trade union who take part in secondary action risk the 
sequestration of their union's entire assets whereas neither 
employers nor workers who are not union members face such a 
penalty. 

5. CONCLUSION 

This document has set out our approach to people at work in 
the 1990's. We have shown how we aim to improve the quality 
of life at work and to increase economic efficiency. 

In the face of the challenges facing British people at work 
in the 1990s one thing is clear: we cannot go on as we are. 

It is neither productive, nor sensible nor just to go on 
cutting back on training and ignoring re-training, to go on 
eroding employment rights and equating "flexibility" with 
random hiring and firing, to go on with an industrial relations  

system which creates conflict and which is built on the 
principle that the only good labour force is a beaten labour 
force. 

Our report therefore spells out new proposals on 
education, training and re-training. We set out our plans for a 
minimum floor of rights for all employees — part-time and full-
time, temporary and permanent. We show how we would 
enable people at work to participate in the decisions which 
affect their daily lives. We set out our views on the role of the 
trade unions in protecting the interests of people at work. We 
provide the outline for a new framework for industrial relations 
— one based on dialogue and conciliation. In the second stage of 
the policy review we intend to work out the details of these 
policies building on the framework mapped out here. 

Appendix 
The remit of the group, as decided by the National Executive 
Committee, was: 

Changing patterns, requirements and opportunities of 
employment, fairness at work in terms of individual and 
collective rights, training and industrial democracy. 

The members of the group are: 
Eddie Haigh (co-chair) 
Gordon Coiling 
Linda Douglas 
Diana Jeuda 
Michael Meacher MP (co-chair) 
Tony Blair MP 
Ann Clwyd MP 
Baroness Muriel Turner (MSF) 
Nigel Harris (AEU) 
joint Secretaries: Jane Ashley and Mary Walker. 
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• 	Economic Equality 

1. INTRODUCTION 

As individuals, our aspirations and preferences differ. But for 
personal security, economic opportunity and cultural 
expression each of us depends upon society as a whole. 

A civilised society provides for its vulnerable members so 
that they too may share in its resources and participate in its 
opportunities. But the case against inequality rests on the need 
for economic efficiency as much as social justice. Economic 
strength requires the firm foundation of a fair social policy to 
ensure every member of society contributes their full potential. 
It requires that the distribution of wealth does not mean a 
concentration of power in the hands of the few, and that 
privilege does not determine rewards. 

This report sets out the principles that will govern 
Labour's approach to the distribution and taxation of income 
and wealth in Britain in the 1990s. These are an integral part of 
our attitude to economic policy, and are designed to secure our 
twin objectives of economic efficiency and social justice. 
Policies for full employment, better training and decent wages 
are not only necessary if Britain is to become a more efficient 
producer of wealth: they are also essential if we are to create a 
fairer society. 

Our examination of policies for economic equality has had 
three aims. The first is ultimately to banish want and poverty 
from firlitain. A single parliament will be too short for such an 
ambitious project, but we are resolute that we must make 
steady progress from day one. 

Our second aim is fairness. Taxes and contributions 
should depend on ability to pay; and the incomes of individuals 
should not be prejudiced because of their sex or their race. 

Our third aim is to enable people to be independent. We 
want to lift the barriers to opportunity that prevent them 
participating and contributing as fully as they would like. We 
believe that we can best end poverty by building pathways to 
independence. 

2. BRITAIN IN THE 1990s 

Any government taking office in the early 1990s will work 
under severe economic constraints. Faced with competing 
claims on the social security budget and the need to invest in 
vital services, government will have to make hard choices. 
Decisions on priorities must be guided by a clear, longer-term 
strategy. In this first phase of our policy review, we have begun 
to develop such a strategy. A more detailed approach will 
follow in phase two. 

It is clear that by the early 1990s Britain will be a society 
that is even more unequal than today. The 1980s have been a 
period of unprecedented prosperity for those at the top. By 
contrast, those at the bottom of the income league have fallen 
even further behind. Social security rates have fallen by a 
seventh relative to average earnings since 1979. Mass 
unemployment and the loss of employment rights has had the 
effect of depressing the wages of the low paid to their lowest 
recorded level relative to average pay — lower than in 1886 
when records began. The Conservatives' perverse achievement 
has been to create a widening pool of poverty in the midst of 
plenty. 

By 1991 continuing unemployment, low wages and 
inadequate benefits will leave some 18 million adults and 
children — one in three of the population — living on or below 
the poverty level. Despite the reduction in the unemployment 
figures and the temporary fall within the population of people 
in their late teens, which should also ease unemployment, there 
will still be over two million people officially unemployed. 
Among them the number of long-term unemployed will 
continue to grow, while many others seeking work will no 
longer be counted by government figures. 

By 1991 the benefits system will be even less able to meet 
the demands made upon it. Many families will have no 
recourse but to turn to charity for basic necessities pushed into 
dependency by government policies. The tax system will be 
one that imposes an even greater burden on average and below-
average earners, and relies increasingly on indirect taxes like 
VAT for revenue. 

Demographic changes, particularly the substantial 
increase in the numbers of elderly people, will affect decisions 
on social security and social services in the next decade. 
Pension provision for the future must take account of the 
changing population well into the next century in order to 
guarantee security for people of working age today. 

Only a government willing to prepare for the future will 
ensure that the 1990s do not mean a plunge into poverty for 
millions of people. Only Labour offers a prospect of prosperity 
for all not for just a small and privileged minority. 

3. REFORMING SOCIAL SECURITY 

Poverty in the Midst of Prosperity 

This year's Budget gave more in tax cuts to the top one per cent 
of taxpayers than it gave to the seventy per cent who are on 
average and below-average incomes. In income tax cuts alone, 
these 250,000 richest taxpayers received the equivalent of the 
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entire increase in the social security budget this April for over 
twelve million people claiming benefit. 

It is against this background that we must judge the 
upheaval in social security. On the government's own figures a 
clear majority of claimants are worse off than under the 
previous system, with all its faults and despite repeated cuts in 
benefits over the past decade. 

It is both offensive and undemocratic that the wealthy 
should celebrate tax cuts while the poor struggle with benefit 
cuts. This is not only because claimants outnumber top-rate 
taxpayers by ten to one, but because it is not what the people of 
Britain want. Every opinion poll that has enquired has found a 
four to one majority in favour of giving priority to benefits over 
tax cuts. We are confident that the programme we now offer 
expresses the values of that decent majority. 

4. PATHWAYS OUT OF POVERTY 

Given the constraints under which social policy in the 1990s 
must operate, creating a fairer society requires a three-fold 
strategy. 

First, we must create opportunities for the unemployed 
and others excluded from employment to find work. Second, 
we must deal with the problem of low pay. Third, we need a 
new system of social security, one which allows independence 
and ensures a decent standard of living for those who rely upon 
it. This strategy is one of building pathways out of poverty and 
dependency. 

Opening Doors 

We want to see fewer people obliged to live on means-tested 
benefits. Unemployment is the single most important cause of 
poverty in Britain today. The overwhelming majority of people 
living on income support would like nothing better than to earn 
a decent living. To complement our national programme to 
expand jobs, Labour will promote action to open doors for 
those currently excluded from work. 

Regional Imbalance: The regional imbalance in Britain's 
present economic development requires measures to ensure 
that industries and services grow to match the people available 
to work in them. The alternative is a future in which economic 
activity is concentrated in congested and expensive areas, 
leaving the rest of the country in relative poverty and under-
development. Labour councils have already demonstrated how 
local enterprise can bring employment opportunities to even 
the most depressed communities. 

Discrimination: The majority of the poor are women. Our new 
approach to equal opportunites will enable many more mothers 
who want paid employment to take up part-time or full-time 
jobs. Despite equal skills and qualifications, black people 
continue to face much higher rates of unemployment and to do 
poorly-paid jobs. More effective measures against race 
discrimination are needed to ensure that black workers can 
make their full contribution and enjoy higher standards of 
living. 

Disability: Men or women with disabilities are the first to face 
increased competition for jobs. They must be given special 
priority if they are not to be permanently left behind, and are to 
share in the benefits of a growing economy. 

Child care: Many parents claiming social security are prevented . 
from returning to work by the lack of child care facilities. 
Providing such facilities would create jobs as well as open. 
the door to work for many more. 

Training programmes should not be a device to reduce the 
unemployment figures, but a way of enabling the unemployed 
to help meet the growing demand for skilled workers. 
Investment in helping those currently disadvantaged in the 
labour market is not a waste: on the contrary, by doing so we 
will expand the capacity of the economy to produce, and 
increase demand through the rise in purchasing power. 

The poor do not want compassion, nor do they want 
measures intended to make their poverty bearable; they want 
the chance to get out of poverty. We intend to give them that 
chance. 

A Working Wage 

After unemployment, the second major cause of poverty 
among people of working age is low pay. Wider opportunities 
for employment are not enough if we only open the door to jobs 
paying poverty-level wages. 

The level of social security benefits for the unemployed is 
related to the level of wages for the low paid. The Conservative 
strategy has been to reduce benefits to the unemployed and 
push wages down by abolishing minimum wage protection. By 
removing what they call "rigidities" in the economy, they have 
undermined the living standards of the poorest workers. 

In this free-for-all wages market, finding a job does not 
necessarily mean earning a living wage. The result is that three 
quarters of a million families are forced to rely on means-tested 
benefits to top up poverty wages. Because employers are not 
required to pay a decent wage, the social security budget and 
therefore the taxpayer is required to pick up the bill. As a 
result, the low paid are caught in a poverty trap: each pound 
they earn means their benefits are reduced, leaving them little 
or no better off. 

Low pay is not only unfair, it is also inefficient. It 
encourages employers to compete by cutting wages instead of 
improving their quality and efficiency. It reduces incentives to 
train staff and raise skill levels. Worse still, it gives the 
competitive edge to the poorest employer: competition on the 
basis of low pay means that the good employer is undercut by 
the bad, while the bad is undercut by the worst. For these 
reasons minimum standards of pay were introduced at the turn 
of the century to ensure fair competition in British industry. 

One by one these protections have been abolished or 
weakened by the Conservative government in pursuit of a 
sweatshop economy. At the same time the topping-up of wages 
with social security benefits has subsidised inefficent firms and 
placed a growing burden on the taxpayer. Low pay has also 
meant lower tax revenues, and lower demand for goods and 
services throughout the British economy. 

Setting decent standards for wages is essential to reduce 
poverty and promote efficiency. Experience in other countries 
has shown that the best way to achieve this is through a 
statutory minimum wage. In addition, a more effective 
entitlement to equal pay for work of equal value will enable 
many women — who form a majority of the low paid — to raise 
their incomes and be treated fairly. 

Labour believes in providing adequate wages in the first 
place rather than using means-tested benefits — such as family 
credit — to subsidise pay. The best form of support for families, 
one which does not trap the poor into poverty, is adequate 
child benefit. Improving child benefit, raising the tax threshold, 
reducing the rate at which tax starts to be paid, and reforming 
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national insurance contributions, will also have a direct effect 
on family incomes. 

S 	

In the next phase of this review we will look more closely 

at In on low pay, particularly a statutory minimum wage. 

5. MODERNISING SOCIAL SECURITY 

Integrating Tax and Benefits 

It is often suggested that benefits can be provided more 
efficiently through the tax system. Negative income tax and 
other schemes for integrated tax and benefits are held up as a 
cure-all that would end the poverty trap and redistribute 
income. Because they involve radical change, they are portrayed 
as more modern and efficient. 

Our examination of various integrated schemes has made 
it clear to us that, while they may resolve some problems they 
fail to solve those that most concern us. 

Such schemes worsen rather than reduce the poverty trap. 
Their very 'efficiency' means that benefits are rapidly cut back 
when recipients improve their positions by their own efforts. 

Integrated schemes are also inflexible and unresponsive. 
The systems of income tax and social security were devised 
with different objectives, and this is reflected in the way they 
work. Income tax is assessed annually, whereas eligiblity for 
benefits must take account of immediate circumstances. A 
combined system would find it difficult, if not impossible, to 
cope with people who move in and out of work. 

Conservatives believe that benefits should be means tested 
and taxes should not. We believe the reverse should apply. 
Integrating tax and benefits means applying the means test to 
both. 

Co-ordination, not integration, is needed — co-ordination 
of policies for social security, tax, low pay and access to 
employment; and this is the approach we have chosen. 

Defining Objectives 

The first objective of the welfare benefits system should be a 
system of social insurance guaranteed by the state. While in 
work every citizen contributes to the National Insurance Fund; 
in return, he or she expects insurance cover for when they leave 
the \vorkforce, either on retirement or in the event of 
unemployment, maternity or disablement. People do not pay 
Insurance for help when they are poor, but to protect 
themselves should they become unemployed. 

Our present system of national insurance was never 
designed to cope with today's conditions, being built on the 
assumption of full, and full-time, employment. Married 
women are assumed to be dependent upon their husbands for 
support; no account is taken of an ageing population, in which 
nearly one in four adults is a pensioner. The means-tested 
'safety net' of supplementary benefits was intended to cater for 
a tiny minority who would not have sufficient contributions to 
be insured in their own right. Thus it has not coped with rising 
unemployment. 

The second objective of the welfare benefits system is to 
relieve poverty in cases of urgent need. This implies means-
testing to establish whether the claimant does in fact qualify. 

The means test requires searching and often humiliating 
enquiries into personal circumstances. Since the objective is to 
relieve only the most urgent needs, benefit is calculated to 
supply no more than the minimum for subsistence. By 

definition, means-tested benefits do not lift the recipients out of 
poverty but merely support them in their poverty. 

The means test also blocks pathways out of poverty, since 
benefit is withdrawn with any improvement in circumstances. 
This can result in a deep poverty trap: the changes in social 
security have doubled the number of people who lose over 70p 
in benefit for every extra pound they gain in earnings. 

Welfare geared primarily to immediate relief of poverty 
must rely on means-tested benefits. Such is the growth of 
poverty in Britain that the balance has tilted heavily toward 
means-testing. Thus the Conservatives' new system not only 
fails to supply adequate social insurance for the majority, it 
does not succeed in its declared priority of targeting help on the 
really poor. 

6. A NEW SOCIAL INSURANCE 

Insuring Security 

Prudence dictates that through our working life we contribute 
to social insurance on which to draw when we need support in 
old age, ill health or unemployment. The principle of any 
insurance scheme is that collectively we achieve greater 
security than we can achieve as individuals in isolation. No 
private insurance can match the comprehensive cover public 
provision can give all society's members, irrespective of their 
circumstances. 

Social insurance could be a great bargain for us all. 
Instead, the government has through the national insurance 
scheme reneged on its side of the bargain. We require a new 
contract. 

A new insurance scheme must pay fairer premiums. 
Present contributions are less progressive even than income 
tax: for the low-paid, any income they gain over the threshold 
triggers liability to deductions on all income below it, 
sharpening the poverty trap; at the top, contributions bear 
lightest of all on high-earners. Both these faults must be 
remedied. 

However, we reject the view which favours abandoning 
the insurance principle by ending national insurance 
contributions altogether. Paying contributions in return for 
benefit rights is well understood and receives wide popular 
acceptance. 

Social insurance must allow for those denied the 
opportunity to earn an income high enough or for long enough 
to build up an adequate contribution record. Unlike a private 
insurance company, the state has an obligation to every citizen. 
Where necessary, payment of basic benefits should not turn on 
contributions, but on qualification for the conditions it covers — 
old age, unemployment, maternity or disability. 

A new social insurance scheme must also take full account 
of the different patterns of women's and men's lives. Because 
contributions are due from both employers and employees on 
the whole of the employee's weekly pay as soon as earnings rise 
above the contribution threshold, there is an incentive to 
employers to keep down hours ancUor wages in order to avoid 
national insurance contributions. As a result some three 
million workers — mainly women in part-time work — are 
trapped into low earnings and denied any independent 
entitlement to national insurance benefits or a pension. 

We have a number of improvements to social insurance 
benefits under consideration which will form part of our 
programme for next year; and among the questions we will 
address are the following: 
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How can we best restructure the State Earnings 
Related Pensions Scheme (SERPS) to provide 
adequate pensions and honour the higher 
contributions paid on the promise of higher pensions? 

To what extent should earnings-related supplements 
be restored to unemployment or other insurance 
benefits? 

Would it be right to introduce a pension addition for 
people over 75, who because of frailty, often face extra 
expenditure while living on the lowest levels of 
pension with dwindling savings? 

What sort of national scheme can provide a disability 
benefit that matches the extent of the disability, 
irrespective of how it occured? 

What unemployment benefit changes are needed to 
take account of the growth of part-time employment? 

Do we require a new scheme to provide pro rata 
benefits to the part-time employed, and if so would it 
be acceptable to take reduced contributions from their 
earnings? 

We will consult organisations representing those 
immediately affected; however, we shall all at some time claim 
on our rights to insurance benefits and we all have an interest in 
any changes. We therefore welcome comment on these 
questions. 

As well as managing social insurance, government has a 
role to play in protecting members of the public who take out 
private insurance policies. While sanctioning a great increase in 
private pensions plans, the Conservatives have failed to 
guarantee minimum standards for such schemes, or furnish 
impartial advice to enable an informed choice. They have 
reduced the benefits provided by SERPS. They have also 
offered to pay the equivalent of two per cent of an individual's 
earnings into a personal pension plan as an incentive to 
contract out of the state scheme. 

As a result, millions of today's workers will be left with 
inadequate pensions when they retire. By contrast, we want to 
achieve the best mix of private and social provision to ensure 
security for the next geneiation of pensioners. Labour will 
insist that all private schemes must match the commitment of 
our social insurance pension to provide an adequate earnings-
related pension protected against inflation. 

Replacing the Safety Net 

Our proposals to open up entry to the labour market, our 
strategy to improve low wages for those already in 
employment, and our commitment to provide decent social 
insurance benefits will help most of those presently dependent 
on means-tested benefits. However, this process will take time; 
and there will always be those who, due to exceptional 
circumstances, will require extra help. 

For those not dependent on supplementary benefit, it is 
difficult to conceive of the hardship of surviving on it for long 
periods. Research has established that one in ten fathers of 
such families have no change of clothes, and half have no coat. 
Most weeks families run out of money before the next giro 
comes. 

In planning for the next Labour government, we will seek 
help in researching an adequate minimum income in relation to 
prices and household expenditure. The level at which means-
tested benefits are set also has implications both for the level of 
social insurance benefits and for overall costs. 

This does beg the question of what such a level should be, 
and whether in the last decade of the twentieth century it will  

be acceptable to give families an income that does no more than . 
supply them with food, clothing and heat. Our view is that we 
should attempt to deliver a level of benefit that enables the 
family not merely to survive but to participate in society, an 
particular allows their children to take full advantage of its 
opportunities. 

It is impossible to construct a properly-targeted means-
tested income that can cover five million claimants. The 
Conservative response to this dilemma has been to simplify the 
system by withdrawing all the additions for heating, diet and 
laundry paid to those with special needs, and instead putting 
everyone in the same client group on the same rate. A flat-rate, 
means-tested benefit is a contradiction in terms. The biggest 
losers are those who are frail or disabled, since by definition 
they are most in need of help. 

Fulfilling our objective of greatly reducing the numbers 
dependent on means-tested income support will make it 
possible once more to give individual attention and help to each 
case. But first we will take immediate steps to remove the worst 
features of the Conservatives' new scheme, such as the Social 
Fund. 

A USER-FRIENDLY DHSS 

One of the most insidious consequences of a social security 
system that relies too heavily on means-testing is that it 
requires staff to challenge claimants to prove their poverty. The 
pressure on staff is not to ensure that applicants secure their 
rights, but to see that nobody gets a penny to which they are 
not entitled. 

Anyone who has ever used the local DHSS office will be 
aware of the interminable wait in overcrowded and spartan 
waiting rooms for an interview conducted through a security 
grille with little privacy and less dignity. Such conditions are 
inhumane. 

Staff as much as clients are victims of such a system. 
Restrictions on staff numbers have added to a workload already 
increased due to rising unemployment and more means-
testing. Morale is low, and turnover approaches 50 per cent 
among some grades in London. 

Clients of the DHSS ought to feel at least as welcome 
when claiming benefit as when spending it at their local shop. 
This requires substantial numbers of extra staff, reception 
areas that are more hospitable, and a commitment by the 
DHSS to publicise and market the take-up of benefits. The 
essence is a change in attitudes: a recognition that benefits are 
not 'state charity,' but a fund to which we all contribute and 
from which we all are entitled to draw. 

SUPPORT FOR CHILDREN 

Today's children are tomorrow's producers: their efforts and 
their enterprise will provide the wealth and services on which 
we will depend. 

It is thus in our interests to give every child the best 
possible start in life. Yet today over four million children are 
brought up living in poverty. One in three children faces life at 
a disadvantage, with their choices limited by their parents' low 
income. 
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It is expensive for a young family to raise children. We 
believe that the best way to give such families adequate support 
s through Child Benefit. 

Child Benefit is simple, popular and effective. Because it 
is paid directly to the mother, it ensures that support for 
children goes to the parent who most often budgets for their 
needs. It is also an important means of lifting families out of 
dependency. If not for Child Benefit, half a million more 
families would depend on means-tested help. 

9. HELPING WITH HOUSING 

Housing is one of our most basic needs, but also one of the 
most expensive. For this reason successive governments have 
subsidised housing costs; but as a system, housing finance has 
emerged piecemeal over the years. It is now time for a 
fundamental review. 

Such a review must question the imbalance between the 
subsidy given to the wealthiest home owners and the decline in 
support for the poorest tenants. Home owners on the highest 
incomes, paying the higher rate of tax, receive the greatest 
subsidy through tax relief much more than those in rented 
accommodation. 

Over the past decade the Conservatives have brought 
about a steep rise in housing costs: record real interest rates 
have pushed up the price of home-ownership; council rents 
have spiralled after the near-elimination of subsidies on local 
authority housing expenditure; private tenants'legal rights to a 
fair rent have been steadily eroded; and every household has 
had to pay more in rates to make good the dramatic cuts in rate 
support grants. New housing legislation now before parliament 
threatens further sharp rises in rents. 

Increased housing costs have led to a rise in demand for 
housing benefit, to which, predictably, the Conservatives have 
responded by reducing eligibility. The net result is that while 
rent and rates have risen, help towards paying them has been 
cut. 

A strategy that divorces housing-benefit decisions from 
those on housing policy will end up with precisely the harsh 
impact on vulnerable individuals that has emerged from the 
Tories' most recent cuts. Over the next year we will work on an 
integrated strategy for housing, based on the recognition that it 
is impossible to stabilise housing subsidy unless housing costs 
are stabilised, and housing costs cannot be stabilised without 
first ending housing scarcity. 

In the short term, Labour in government will have to 
remove the worst features of the latest version of housing 
benefit: the arbitrary exclusion of the first 20 per cent of the 
rates bill; the new capital rules that stop benefit going to 
pensioners with savings; and the ferocious taper of 85 per cent 
on housing benefit.  

which should guide our decisions. But those decisions will not 
be made piecemeal: they will form part of a clear, 
comprehensive and practical strategy for achieving our social 
objectives. 

11. TAX REFORM 

The Proper Aims of Taxation 

The aims of a tax system are to raise revenues for vital public 
services, to underpin a productive economy and to ensure that 
everyone contributes according to their ability to pay. Taxes 
are never popular, but there is public support for the principle 
of a fair tax system — one that treats each of us in an even-
handed way, and achieves a fair distribution of income and 
wealth throughout the community. 

More and more, people are troubled by stories of tax 
privileges which benefit only the very rich. Tax avoidance 
schemes flourish and waste the nation's resources. As a result, 
people on low and average incomes continue to carry a heavy 
and increasing tax burden — paying far more than what would 
be their fair share under an equitable system. 

In our examination of tax, the review group has been 
guided by three principles: first, our tax system should be fair, 
and should attract public confidence; second, any tax levied 
should be an effective tax and not be eroded by loopholes or 
unnecessary reliefs; lastly, taxation should promote Britain's 
economic performance, not undermine it. 

The Conservative Legacy 

Under this government we have seen the principle of 
progressive taxation seen by most countries as a necessary 
means of sharing the burden fairly almost totally abandoned in 
income tax. At the same time capital taxes have been steadily 
reduced until a lower proportion of revenue is raised from 
capital than in Edwardian times. Indirect taxes, levied without 
regard to ability to pay, now raise a much greater share of 
revenue. The abolition of the poll tax is the most dramatic 
instance of a process that will result in a thoroughly unfair 
system of taxation for Britain. 

Contrary to government claims, the income from taxation 
has not been reduced. While income tax has been cut, 
especially for the highest paid, for most people the reduction 
has been more than wiped out by increases in national 
insurance, VAT and other taxes. In 1978-79 the proportion of 
GDP raised in tax was 34 per cent: In 1988-89 the government 
projects that it will be 38 per cent. A substantial redistribution 
has taken place, moving the tax burden from the wealthy to the 
average and less well-off taxpayer. 

12. FAIRNESS 

10. COSTS AND PRIORITIES 

We have stressed earlier in this report the constraints under 
which government will work in the 1990s. The depth and 
breadth of disadvantage by 1991 will be so great that it will not 
be possible to meet all our objectives for the social insurance 
and support system, even over a five-year period. 

In the next phase of our work we will look in more detail at 
the costs of different benefit proposals and at the priorities 

Fair Contributions 

In a fair tax system, people on low incomes pay a lower 
proportion of their income in tax than those who are higher 
paid. The progressive principle that contributions should vary 
according to ability to pay, and rise as income rises is 
fundamental to tax systems throughout the world. 

Britain's tax system is unique in levying the same income 
tax rate from the poor as it does from those earning well above 
the average: an income of £5,000, £10,000 or £20,000 a year 
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attracts the same rate of income tax. Fewer than one in twenty 
taxpayers pays tax at the higher rate. 

National insurance contributions are even less 
progressive: while those on top incomes pay the flat-rate 
contribution, those on low wages pay a heavy toll as soon as 
their earnings reach the threshold. Most regressive of all is the 
poll tax, under which the rich pay a much lower proportion of 
their incomes than the poor. 

In general, too many people come into the income tax 
system at too low a level and at too high a starting rate. The rate 
at which in Britain people start to pay tax is among the highest 
in the world, yet our top rate is now lower than any other 
European country except Switzerland. 

Moreover, the effects of the poverty trap are such that the 
effective tax rate paid by the poor is far higher. Over half a 
million families on low incomes lose over 60p of every 
additional pound earned because of tax and national insurance 
deductions and the withdrawal of benefits — a higher rate of 
deductions than that faced by the wealthiest. 

Labour's tax reforms 
Tax should not be an extra burden on those struggling to 
escape poverty. To reduce the poverty trap will need action on 
a number of fronts: measures to end low pay, and reforms to 
benefits so that fewer people are dependent upon means-tested 
help. 

It is also the case that the poor pay too much tax. At 
present over ninety five per cent of taxpayers pay the same rate. 
We propose to introduce a range of levels, starting with a lower 
rate than the present basic and moving upwards according to 
increased income. In effect the basic rate, imposed over a very 
wide range of income without regard to ability to pay, would be 
replaced by a relevant rate more closely related to ability to 
pay. Such a system would be fairer in both principle and 
practice, and would create a modern tax system that reflects the 
justice of the progressive principle. 

Careful consideration will need to be given by a Labour 
government to the levels of relevant rates and how they relate to 
allowances that reduce tax liability. But we believe that the 
starting rate should be lower than 25 per cent, and the highest 
rate should be higher than 40 per cent — a level of taxation 
which still confers very large benefits on the very highest paid. 
However, we would not propose to raise top tax rates to levels 
substantially higher than those generally applied in other 
European countries, which are now on average fifteen to 
twenty percentage points higher than in Britain. 

We intend also to examine the relationship of national 
insurance contributions to income tax. The present situation, 
where the burden of national insurance contributions falls on 
those with lower incomes, cannot be justified. The table 
indicates how the present system contravenes the principle of 
progressive contribution. As the table shows, peaks in the rate 
of tax — caused by NI and tax thresholds — mean that people on 
relatively low incomes can be paying a far higher marginal rate 
of tax than those on the very highest incomes. 

As noted, capital taxes have been steadily reduced in 
recent years. We intend to re-examine the system so that the 
holders of large accumulations of wealth and capital no longer 
escape their responsibilities. The argument about incentives 
used to justify low taxes on high incomes, logically implies the 
opposite effect when individuals receive large fortunes 
unrelated to personal effort or achievement. Indeed, if the 
argument has any validity for incomes, it must justify higher 
taxes on inheritance. 

Our attention will be directed to the largest amounts of 
capital that escape effective taxation, rather than the modest 
transfers involved for most families. 

1988-89 Tax Structure: Single Person 
Income tax and National Insurance contributio, 

*Peaks in combined marginal tax rate 
caused by NI and tax thresholds 
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Independence for Women 
Fairness demands that in tax matters women should be treated 
as individuals, not as dependents. Married women value 
privacy in their financial affairs, and most men see this as 
correct. 

Despite the recent Budget changes, women are little closer 
to financial independence. The Conservatives have continued 
the married man's allowance under another name — the married 
couples' allowance. Since it is still paid to the husband, 
administratively the financial affairs of couples remain 
enmeshed. A married woman or single person still takes home 
less money than a married man, even if their gross income is 
the same. This is clearly inequitable. 

The system of allowances and benefits also needs to be 
redesigned to give far greater benefit to women and families, by 
raising Child Benefit, increasing benefits for carers, and 
reducing taxes on the low paid. In the next phase of our work 
we will be considering how best to achieve genuine 
independence in taxation, while targetting support on families 
with children. 

Equity in Taxation 
There is no logic or equity in a tax system under which people 
in similar circumstances, with similar incomes, pay 
dramatically different rates of tax. Yet this is the case in Britain 
today. 

Most people in work have no way of avoiding tax: their 
salaries come under pay-as-you-earn (PAYE) deducted 
automatically from their paychecks. Yet those who receive 
executive fringe benefits such as share options — pay less tax 
and enjoy a richer lifestyle. For them, it is often pay-as-you-
like. 

Unearned income is still taxed less heavily in Britain than 
income from work. Capital gains have a tax-free allowance that 
is nearly twice as high as that allowed for earned income. 
National insurance contributions are charged on earned 
income, but are not charged on interest and dividends. 
Inheritances virtually escape tax altogether, while those who 
are independently wealthy may be called upon to make only a 
tiny contribution to tax revenues. 

As a result, the tax burden falls disproportionately on 
people in work — on the average household whose main income 
comes from a wage, salary or pension. This is neither equitable 
nor effective in ensuring that economically healthy, income-
earning individuals contribute their fair share. 
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Tax discrimination against income from work should be 
ended; there is little reason why capital gains should be taxed *ifferently from other sources of income. Taxes on capital, 
Learned income and fringe benefits are in need of the 
thorough review on which we intend to embark. 

13. EFFECTIVENESS 

Ending Tax Privileges 
Our tax system has been eaten away by a wide range of tax 
breaks and dodges. The vast majority of people in Britain do 
not get the benefit of such tax breaks; they know that those who 
do could well afford to pay a fair contribution. 

That is not to say that all tax relief is unjustified. It is right 
that everyone should enjoy their own tax free allowance. It is 
correct that charities should be free of tax. Mortgage relief 
available to homeowners through AURAS would continue to be 
paid under Labour. But other tax breaks are thinly-disguised 
abuses. By taking advantage of a variety of tax dodges, a 
millionaire in Britain can pay a lower proportion of tax on his 
or her income than a school leaver in a low-paid job. 

The amount of tax an individual pays should not depend 
on having access to an accountant. Such preferential treatment 
for the few should be ended. In fairness to those who pay the 
full contribution, tax reliefs that cannot be justified on social or 
economic grounds should be ended, and those that remain 
should be of equal value to all taxpayers. 

Other countries have means to ensure that tax reliefs are 
not exploited by the rich. The alternative Minimum Tax in the 
US is an example those on top incomes must pay at least 20 per 
cent in tax. 

Effective taxation also requires action to curb tax evasion. 
The Inland Revenue estimates that some four billion pounds is 
lost to our nation every year as a result of tax fraud — more than 
sufficient to take our National Health Service off the critical 
list, and to reverse April's cuts in pensions and benefits. 

The Inland Revenue must be properly staffed to give an 
efficient service. If our tax system is to inspire public 
confidence and respect, it must be seen to be fair and effective. 
The underground economy of tax fraud cannot be allowed to 
undermine its foundations. 

14. PRODUCTIVITY 

Closing Unproductive Tax Shelters 

All tax subsidies should meet the test of whether or not they 
contribute to the country's economic objectives and 
performance. 

In Britain today, this is far from the case. Overseas tax 
havens take billions of pounds in investment income out of 
Britain each year. Tax shelters — such as the Business 
Expansion scheme — have given millions of pounds in tax 
incentives to extremely rich investors, but have done little to 
help those small companies who are most in need of venture 
capital. 

Any tax incentives should promote innovation and 
enterprise, and should help to enhance a productive economy. 
Tax subsidies should exist only where it can be shown that 
there is a clear national interest. 

Rewarding Productive Investment 

Where financial incentives can promote our economic and 
social objectives, these should be our priority. Incentives alone 
cannot give industry the finance it needs, or improve Britain's 
industrial performance. But they can assist our industrial and 
economic strategy. 

Such incentives should promote business formation in 
potentially productive areas, and channel resources to the 

regions most in need of investment. They should promote 
innovation, give assistance with essential capital investment 
and encourage research and development. 

Tax incentives can also assist investment in people. In 
Sweden and other countries, incentives exist for training, for 
the workplace provision of child care and for the employment 
of women and other target groups. We believe that such 
incentives should be explored by a Labour government. 

We hold that the so-called 'fiscal neutrality' adopted by 
the present government in its approach to corporate taxation 
has little merit. We do not share the belief that government has 
only a minimal role in guiding the economy because market 
forces always produce the best results. In the next stage of our 
work we intend to examine in depth the role of corporate 
taxation in the development of a productive economy. 

15. CONCLUSION 

Our present tax and social security systems do not work in the 
interest of the majority of British people, and are urgently in 
need of reform. This report sets out the direction we believe 
reforms should take. 

In the coming year we will look in detail at specific 
measures. The system we shall inherit from the Tories will 
pose specific problems, and we need to examine carefully the 
best use of what resources will be available. 

Further work is also needed on specific areas: the poverty 
trap; the treatment of part-time work in the benefits system; 
the most effective ways of tackling low pay; capital taxation; the 
balance between different sources of tax revenues; the role of 
corporation tax and the best ways in which to assist industry; 
forms of housing finance; and a range of other issues. 

The review group has already received helpful submissions 
from party members and interested organisations. We welcome 
further comments or contributions for the second stage of our 
review. 

Appendix 
The Economic Equality Policy Review Group examined: 

Distribution of incomes and wealth, taxation and social 
security strategies, low pay, pensions and family support. 

The membership of the Group is: 
John Smith MP joint Convenor 
Diana Jeuda Joint Convenor 
Jo Richardson MP (NEC) 
Chris Smith MP 
Rodney Bickerstaffe (NUPE) 
Bill Morris (TGWU) 
Joint Secretaries: Bill Jones and Emma MacLennan 
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Consumers and the Community 

INTRODUCTION 

This report is about improving the quality of life for 
consumers, in the community. It is about how the individual 
consumer can be encouraged to expect high standards from the 
goods and services he or she relies upon — standards of choice, 
standards of quality, and standards of responsiveness from the 
provider — in both the private and the public sectors. It is about 
increasing the power of the individual, vis-a-vis private 
companies and public organisations — both directly, and 
through the strengthening of democratic structure. It is about 
how public services can be reshaped to meet new patterns of 
need and expectations — through better management, improved 
consultation procedures — through the creation of a new public 
enterprise culture. 

Most importantly, this report is about building an 
alternative to the narrowly individualistic, market-orientated 
view of society that is Thatcherism. For we argue that only a 
strong community can guarantee individual freedom and 
security. Only through the community can we regulate the 
market to prevent abuse, ensure fair shares for everyone — 
regardless of their wealth or status and provide the services 
upon which the whole of society depends for its well-being. 
'The consumer' and 'the community' cannot be separated. 

1. THE CHALLENGES AND 
OPPORTUNITIES OF THE 1990s 

Britain is a society in the process of rapid change, the pace of 
which is accelerating. Living patterns and social assumptions 
that seemed established even a decade ago are being called into 
question. 

The speed with which people's lives are being transformed 
presents a major challenge for Labour: social trends have done 
much to undermine traditional loyalties and weaken ties with 
the workplace and the community. 

But hand in hand with these changes have come new 
opportunities. Living standards have risen for many — helped 
by the bonus of North Sea Oil and in the short term, the sale of 
valuable public assets. An unprecedented range of goods and 
services are now available. More and more people are able to 
take advantage of increased leisure time. Improved 
communications offer new sorts of social relationships in 
different types of communities. 

Nor are the benefits purely material: we have the capacity 
to add years to life — healthy, active years that open up all kinds 
of new possibilities for older people, whilst changing patterns  

of employment can free workers from repetitive and exhausting 
labour. 

The values of capitalism did nothing to tackle disease, 
illiteracy, poverty or exploitation. Indeed they compounded, 
rather than solved, these miseries. The brutality and injustice 
of early industrial society was only tempered by the force of 
democratic action, expressed through trades unions, political 
parties and community organisations. Each new achievement 
in that process has generated new aspirations and new struggles 
— adding to the security and opportunity which we have come 
to expect as of right. 

The new Britain 

The task before us in the next decade is to push that process 
forward. Our goal is to promote choice, freedom and improved 
living standards for all in the 1990s — to reinforce all those 
services and values which provide a foundation for personal 
dignity and community strengh. We must build on previous 
material gains, but we must also aim to transcend materialism 
by nurturing an environment that fosters real quality of life, in 
work, leisure and recreation. This includes protecting the 
natural environment as well as fostering art, entertainment and 
community education. 

First, we must understand the processes of social change. 
We need to distinguish between the natural consequences of an 
affluent society moving away from an industrial past; and those 
changes that are the product of government policies and have 
gratuitously sharpened social divisions and encouraged 
unrestrained and selfish individualism. 

We must use democracy to shape the process of change in 
the 1990s so that by thought and planning we avoid making 
some victims and others beneficiaries. People should not face a 
choice ot either futile and often painful resistance to change, or 
capitulation to decisions taken with scant regard to the 
consequences for others. 

What are the changes that matter most for the individual — 
and for the communities in which they live? 

First, real household disposable income has risen by a quarter 
since 1975. At the same time, disparities between regions and 
social classes — which were narrowing — have increased sharply 
since 1979. 

Hence the fact that the top 10 per cent of the population 
earn more of the national total of take home pay than the 
bottom 50 per cent. And 1987 saw the first increase in the share 
of wealth controlled by the top 10 per cent since 1948. 

Second, Britain's poorest are becoming poorer. While 
5,560,000 families lived on no more than 20 per cent above 
Supplementary Benefit level incomes in 1979, by 1983 the 

25 



figure was 7,520,000. Meanwhile, the number of millionaires 
has doubled since 1979. 

Third, imbalances are growing between those who do, and 
those who do not, occupy their own homes. 60 per cent of 
households now occupy their own homes, and a new 
generation of home owners will pass on significant capital sums 
to their children. 

Meanwhile, homelessness is also increasing, with 82,000 
families accepted as homeless by local councils in 1987, while 
house re-possessions are up ten-fold since 1979. 

Fourth, an increase in choice and access to material goods, 
combined with a huge jump in consumer debt. 

Fifth, there are changing demographic patterns. The trend is 
towards smaller households with fewer children and a rising 
number of elderly people. There will be some two million more 
pensioners in the population by the year 2,001, many of whom 
will be healthy, active, and keen to play a part in their 
communities. 

Sixth, a shift away from urban living. 
Between 1971 and 1985 population grew in all non-

metropolitan areas, and fell in most cities. These trends 
increase the divide between inner city and suburbia. 

Seventh, different employment patterns. The numbers 
employed in manufacturing industry fell by a third between 
1971 and 1985, while the service sector rose sharply. Women 
form a larger section of the workforce in service industries, 
particularly in part-time and temporary employment. 

If present government policies continue, there will also be 
a substantial employment sector that is casual, temporary, low-
wage, and difficult to unionise. And there will be a continued 
decline in traditionally 'male' manufacturing jobs. 

Without government action, unemployment will continue 
to blight the lives of millions — in particular the long-term 
unemployed, for whom exclusion from work and wages means 
marginalisation within our increasingly consumer-oriented 
society. 

New technologies have the capacity to revolutionise our 
working lives. They give access to information, speed 
communications and reduce the need for routine and repetitive 
clerical tasks. But such technologies concentrate power and 
leave behind those without the necessary equipment and skills. 

They offer exciting new possibilities of work at home, of 
fewer working hours, onf increasingly efficient information 
collection, but could, however, also lead to greater isolation, 
fragmentation and inequality. People are being trapped into 
trying to fight against the introduction of new technologies 
which could improve their lives, but also threaten to blight 
them. 

New attitudes, new expectations 

With these changes have come new attitudes and new 
expectations; a new emphasis on individual rights and 
freedoms; a new resistance to what are seen as petty or 
bureaucratic restrictions; and a demand for higher standards of 
goods and services in terms of quality and convenience, in both 
public and private sectors. The demand for better quality 
services in both the public and private sectors is a key theme 
running throughout this report. 

Much of the recent tide of criticism of the quality of public 
services is due to the effects of under-investment, combined  

with strident political propaganda. In reality there are 	• 
problems with delivery and management in both the public 
and private sectors. But as public services are often frequently. 
used and may be vital to our lives, people tend to be 
particularly aware of any shortcomings. They demand good 
quality services, responsive to their needs; and we must see 
that they get them. To achieve this such services must be 
democratically controlled. 

People are not only more choosy about the goods and 
services they use and consume. They also increasingly demand 
a say in the taking of decisions that affect their lives. They 
expect also much higher standards of responsiveness from 
these services, both public and private. That is why we regard 
it as a priority to increase democratic consumer control in both 
public and private sectors. 

People still place great value in their communities and in 
collective services. Despite a government that is hostile to 
public services and that subjugates social values to 
individualism, most people remain committed to the principles 
of mutuality underpinning the NHS, and rely upon such 
publicly-provided services as education and law enforcement. 

There is an awareness that we are not just individual 
consumers, but collective consumers too. We all suffer when 
public services deteriorate. We all benefit from a society based 
on mutual care, concern, co-operation and protection. These 
are values that Thatcherism has attempted to undermine, but 
has failed to destroy. Indeed, it cannot. They are not only 
socialist values, they are the common inheritance of all who 
seek to live in a free, caring society. They are just as important 
to those seeking to develop community spirit in the village or 
the small town as to those in the inner city. We seek to reaffirm 
these values, in a way that everyone can understand. 

2. VALUES AND OBJECTIVES 

The Labour Party came into existence to fight for a fuller life 
for all — for the great army shut out from the benefits of their 
labours. The party fought for a right to the social goods of 
housing, health, education and security, and for a greater slice 
of the material goods available in a productive economy. It 
sought access to political power and a change in social relations 
to achieve those rights and to win those goods. 

It sought to build a community with equality of 
opportunity for all, and to encourage a sense of belonging and 
individual worth through democratic participation — the only 
means by which power can be shared by a community of 
individuals. 

It is not only the poor who have benefited. The whole of 
society has been transformed. As is the case in all the dynamic 
European democracies, collective provision has been the 
means to increase individual opportunity. 

Much has been achieved since Labour representatives 
were first elected. However, many rights, particularly those of 
participation, are fast being eroded by the present government. 

The community and the market 

The present government's perception of "individual 
opportunity" ignores the roots from which opportunity has 
sprung and undermines the kind of environment which 
democratic experience has shown promotes true individual 
growth and self-worth. 

Instead, the Conservatives equate individual opportunity 
with a mean and limited vision of 'choice'. They dogmatically 
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identify a cash price as the gate through which all goods and 
services must pass. They seek to replace the complex • interdependence of the community with the crude transactions 
of the market place. 

Few would disagree that the market is the most 
appropriate means of ensuring the efficient distribution of 
many goods and service — certainly in a modern, industrialised 
society. But it has been shown time and again that the market 
cannot meet all needs or expectations. That is why people 
joined together to provide community services and to imporve 
the quality of their lives which were so severely constructed by 
the unfettered operation of market forces. Mutual dependence 
created collective provision in the past, and in the future will be 
just as necessary in safeguarding justice, sustaining prosperity 
and reinforcing a sense of community. 

An unregulated 'free' market has no responsibility to 
society or to the environment. In practice it often fails to 
provide choice, and tolerates unscrupulous or dangerous 
practices, leaving the consumer only the negative choice of 
rejecting what is on offer. The community has to intervene. 
Whether it is a case of garages or insurance companies, 
builders or travel agents, the need for consumer protection and 
enforcement of standards is demonstrated daily. 

Nor is that need restricted to small service companies. 
British Telecom shows that transferring a major monopoly 
from public to private ownership does not make it more 
responsive or responsible Nor could it be expected to when 
money-making was the chief objective. Instead, the over-riding 
concern with profitability means that investment, training and 
socially useful services are sacrificed. The user takes second 
place to profit. 

Most significantly, the market limits individual choice to 
individual resources. With public provision that choice is far 
greater, because each individual has access to the pool of 
resources funded and sustained by the strengh of the whole 
community. 

Health care is a case in point. Here the consumer is clearly 
best served by the fact that diagnosis and treatment is not 
limited by his or her ability to pay. We must also recognise that 
health care takes place in the context of public health standards 
and priorities. Preventive health, by definition, cannot be 
'sold' to individuals but is a responsibility for the whole 
community. In education, housing, and water supply and 
sanitation, we also recognise that the interests of all are best 
served by ensuring that no individual is excluded from access, 
however rich or poor they may be. 

Often the 'free market' is neither free nor fair. It may fail 
to balance competing needs and interests; and it may exclude 
altogether those who lack the necessary purchasing power. In 
such circumstances, clearly, it becomes not only a matter of 
morality, but also of efficiency, for the community to take steps 
to ensure equal access and to set high standards of provision. 

In many cases, the power of large companies and 
conglomerate institutions means that the profusion of 
consumer choice is largely illusory, a marketing ploy. The 
individual consumer, far from being supreme, is powerless. 
The resulting sense of frustration can only be transformed into 
a force for change by popular co-operative action, as we are 
beginning to see in the consumer movement in America and 
elsewhere. 

Mutual responsibility, individual security 

As society becomes more inter-dependent, mutual 
responsibility is more and more become a source of strength 
rather than a mere necessity. Common security and prosperity 
enhance individual security and prosperity. In practical terms, 

most people recognise that paying an insurance premium is a 
superior form of security to keeping their fingers crossed — 
even if they never have to make a claim on the insurance 
company. 

It is in this spirit that all our public provision and all our 
regulatory legislation has been created. In the process, local 
authorities and other publicly-funded and publicly-
accountable bodies have come to assume a central place in the 
life of the community. 

In the last forty years, the role of local authorities has 
come to be seen as that of the primary providers of services for 
the community. But they are much more than that. They are 
the Government of the community. At their best they are the 
expression and the instrument of the democratic will of the 
community, mediating between the conflicting demands of 
individuals, community and voluntary organisations, private 
businesses and public service. To reduce local authorities to 
the status of service providers, re-imbursed by a flat-rate 
charge, as the present government proposes with its Poll Tax, 
is to entirely miss the significance of the community to its 
members. 

It is the role of democratic government, local and national, 
to give expression to the aims of social provision and then seek 
to identify the best means of enabling the community to 
achieve them. It is also its task to lead, and to initiate good 
practice (and to regulate to prevent bad practice) in both public 
and private sectors. To fulfil these roles,it is also necessary to 
constantly monitor and review the means by which 
government becomes aware of the needs and wishes of the 
community. 

A voice for the citizen and consumer 

There is no reason why democratically-controlled services 
should be monolithic. Government, whether central or local, 
should aim to ensure a plurality of provision. It should seek to 
give people a positive opportunity to shape services by political 
participation — in other words give people a voice — rather than 
leaving them the choice of simply accepting or rejecting what is 
on offer, whether it be in the market place or in the Town Hall. 
In this way a local authority can extend democracy in a way 
that is impossible in the market economy. 

At a time of rapid change in work patterns, lifestyles and 
technology, the ability to exercise such a 'voice' is essential for 
the health of democracy and the wellbeing of the community. 
Equally, the benefits of new technologies cannot be fully 
realised without a degree of democratic participation, which 
reinforces a sense of mutuality and spreads the benefits of 
greater productivity. People want to feel they have the power to 
control technology rather than be its servants. 

We have used the headings 'consumers' and 'community' 
in our analysis because the two are inseperable. We are none of 
us merely a consumer — nor is consumption the only form of 
participation. We are consumers and citizens, citizens and 
electors, electors and tax-payers, tax-payers and contributors, 
contributors and producers. 

Such a complex of relationships between the individual 
and the society is the community. It is something greater than 
the sum total of consumers. It is an essential ingredient in the 
quality of life of each individual. The citizen has a stake in all 
the services, even in those of which he or she is not a direct 
consumer. 

Service delivery is the key 

But despite the importance of this interest of citizenship,it is 
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ultimately on the outcome of the service that it is judged — and 
rightly so. 

People want a good service, and for their criticisms to be 
heard and their priorities noted. But they also want to entrust 
the day-to-day management of the service to those who are 
employed to provide it. 

There is no single best means of achieving quality and 
responsiveness of service. The voluntary or community 
organisation has a part to play, as does the private company or 
major public corporation. Quality and efficiency are advanced 
by fair competition and the clear identification of priorities. As 
democrats, we believe competition is in the widest interests of 
society, but competition taken in the sense of an exploration 
and open examination of ideas and approaches without 
preconditions or preconceptions — not a narrow, strictly 
market-oriented definition of competition. 

But we also recognise that in both public and private 
sectors there are a number of natural monopolies in which 
competition is both inappropriate and unreal. In such cases, 
government must devise independent machinery to encourage 
efficiency, quality and choice. Declared service objectives, 
customer satisfaction audits and powerful consumer 
'watchdog' committees all contribute to effective public 
regulation. 

New opportunities — more responsive services 

Information technology and new management methods hold 
out the chance of better quality services — as well as the 
possibility of changing the whole nature of the services 
themselves by gteatet decentralisation and attention to the 
needs of the individual. 

Many current iniatives show us clearly how some forms of 
public provision are the only way of giving people real choice. 
For example, the idea of a neighbourhood centre, combined 
with an elderly persons unit providing a whole range of services 
on which people can draw at the time they need them, with 
ease of access, would only be available to a millionaire if 
provided by a market economy. 

Combined with the pressures from consumers and voters, 
these new developments mean that we can look forward to 
radical service initiatives. They should also mean more 
information to enable people to involve themselves in local 
decisions, and the chance to tailor services more closely to the 
needs of individuals, instead of having them conform to a pre-
determined pattern. 

A new public enterprise 'culture' 

These new initiatives must also involve the workforce that 
delivers them, so that public authorities provide services with 
the public rather than simply to the public. It is essential that 
the public sector orientates itself more towards the consumer. 

This includes new forms of user management. Initiatives 
already include tenants' management. of housing, people with 
disabilities helping run day centres and neighbourhoods 
assisting in managing leisure facilities. 

Management must see that a service is of real value only if 
it is of value to those for whom it is provided, and rise above 
the simplistic notion that 'value for money' is a matter of 
cutting costs. Services must be allowed to operate on the 
premise that real value lies in the quality of the service 
provided, and in ensuring all who need it can use it. 

Our goal is thus to create a new public-enterprise culture. 
Strategic planning, provision of socially useful goods and 

services, and comprehensive workforce training have long been 

virtues associated with municipal and public undertakings. 
They are essential to construct a solid basis for personal 
opportunity and a more widely-shared prosperity. 

Far from being a drain on the public purse, a public-
enterprise culture would be a net contributor to the community 
— a positive force in shaping and improving the employment 
opportunities and service choice available to the community. 

For example, transport or health services can revitalise the 
local economy — both through employment and through the 
productivity and quality of life they bring to the whole 
community. Yet while it is generally accepted that spending on 
defence procurement is a key element in public investment in 
research and in stimulating manufacturing, the same has not 
been accepted for public services. This failure to recognise the 
link between spending on services and wealth creation, 
manufacturing and export potential has had profound 
consequences. The belief that private enterprise creates wealth 
and public services dissipate it, is misguided. Investment in 
infrastructure, transport, education, training, research and in 
social and health provision, creates a home market for 
products, services and skills that helps us compete in world 
markets while maintaining a civilised and caring community. 

Collectively financed innovation and democratic control 
therefore do not only help create better services for consumers 
and a more satisfying and secure working environment for 
producers. They can also provide the basis for wealth creation-
to the benefit of the whole community. 

In developing policies,the use of good practice is at least as 
important as the use of legislation, and this report reflects the 
priority we give this. 

3. FUTURE POLICY DEVELOPMENT 

To give effect to the principles and values outlined in this 
report, we will be examining more detailed policy areas in the 
second stage of our review. The following section highlights 
some proposals we expect to look at further. 

Organising for quality 

As a starting point, we apply three tests: 

Does the service put the individual consumer at the 
centre of the picture? 

Does it adequately reconcile any conflicts between 
different individual interests? 

Does it serve and safeguard the larger interest of the 
community as a whole? How far does it reinforce the 
mutuality, co-operation and interdependence of a 
healthy and civilised society? 

At present, few public or private services would pass these 
tests. 

So how should they be organised? 
Markets are appropriate for the delivery of many goods, 

but the interests of substantial sections of the community are 
poorly served when profit motivates all service delivery. 

The primary intention of a good service is to meet need — 
not to make money. Once the need for profit has been 
introduced, we may lose sight of the whole point of providing 
the service — be it in health, education, transport or care of the 
elderly. An approach that regards all services as commodities 
leads to compartmentalism and fails to see the individual or the 
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. 	community as a whole. Thus, for example, preventative health 
is neglected, training provision under-funded and childcare 

ignored. 
Many services can only be organised on a community 

basis — because we all benefit from the service itself, or because 
of the mutual concern and social cohesion they epitomise. 

But democratic ownership means more than efficiency or 
the meeting of need. It is the means by which people exert 
control over their lives. It is the only means, for example, that 
the individual consumer can be powerful enough to influence a 
multinational company. 

This is why we reiterate our commitment to social 
ownership for key sectors of the economy and look for new 
ways of expressing clause four, part four, of the party's 
constitution in the search for "the best obtainable system of 
popular administration and control of each industry or 
service". 

However, there are many flaws in the structure and 
delivery of collectively provided services. Performance has not 
always matched potential. Users have not always found the 
service accountable to them, nor have they obtained the quality 
or choice of provision they wished for. Adherence to the 
principle of collectively-provided services does not prevent us 
recognising these facts and seeking improvements, especially 
by extending democratic control and improving service 
delivery. 

Between both public and private, however, there is a 
growing third sector , embracing co-operative, self-help co-
operative, and voluntary initiatives. This we welcome. But 
even here we need to protect individual rights and ensure that 
all sectors of the community are adequately served. 

A variety of methods, a variety of needs 

We recognise that there will be a variety of methods of 
providing different goods and services; neither 'collective' nor 
'market' provision can meet every need. 

Our concern is to maximise the contribution of each to 
social well-being, so that users can exercise influence and 
control over the services upon which they rely. The aim is to 
break the Conservatives' attempt to impose a monopoly of one 
type of thinking, that which relies exclusively on the market. 

A number of clear guiding principles have evolved from 
our discussions. 

d) An independent complaints procedure for professions, 
such as estate agents or lawyers. 

C) A duty upon public agencies to consult users over 
changes in services. 

Guaranteed access to consumer advice and protection 
facilities. 

Clearly defined user rights in public services — as 
examples, a woman's right to see a woman doctor and 
a patient's right to a second opinion. 

2. 	Choice must be expanded and made 
meaningful for all members of society 

We shall look at how to implement our proposals in each of 
these areas. Four questions need to be considered: 

How to build choice into our social services. Within the 
NHS, for example, we will consider such issues as choice of 
GPs and consultants, timetabling of operations and 
consultations and access to Well-Women facilities. Within the 
social services, we will look at ways of giving elderly people a 
choice of means to remain independent in their own homes — 
aids and adaptations, home helps, access to community 
facilities and, where needed, residential and respite care. 

How to remove barriers to choice — such as the restrictions on 
house maintenance or minor improvements sometimes applied 
to council tenants, and the difficulties in housing transfers. 
With education we shall consider how to turn the idea of 
lifetime entitlement into a reality. 

How to facilitate real choice. We need for example, to 
improve consumer information and ensure that individuals 
have full access through comprehensive advice facilities and 
consumer education within schools. 

How to ensure that all members of society can exercise 
choice. Choice must not be restricted to those with the ability 
to pay. Equally, we must oppose restrictions that prevent 
women, black people and people with disabilities from having 
a fair share of the benefits the community has to offer. Positive 
steps must be taken so that all the groups and communities 
which make up our society have a say in planning services. 

0 

1. 	Responsiveness to individual needs and wishes 

Delivery of goods and services should be as responsive as 
possible to individual needs and wishes. This should be 
underwritten and made enforceable by clear entitlements to 
services, specified choices and standards, means of complaint 
and redress, and information. 

Our aim is to ensure that consumers in both the public 
and private sectors know their rights and are able to exercise 
them. 

These rights and duties could include: 

Laws which provide real protection for consumers 
from defective products, and to ensure compensation 
when things go wrong. 

A general duty requiring companies to trade fairly — 
enforced by statutory codes of practice. 

Arbitration and simplified court procedures for people 
seeking redress. 

Individuals must be fully protected against the 
harmful consequences of the unregulated 
activities of other individuals or institutions 

People look to their community representatives to take 
planning decisions in such areas as traffic control or 
environmental pollution. To exercise this role, local authorities 
must have the power to act on behalf of the residents affected. 

Individuals should have the opportunity to be 
involved 
For example, they should be consulted on local transport 
plans, or be assisted to participate at public inquiries on an 
equal basis with vested interests. And there should be a clearly-
defined "right of reply" in the media. 
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5. 	We must empower users to find out the facts 
and influence the behaviour of public and private 
institutions 

For example, greater emphasis on the 'right to know' will help 
consumers actively participate in service planning and exert a 
positive influence. The organisations themselves, public and 
private, must have a duty to inform the public about plans and 
decisions: 

Within the public sector this could involve the wider adoption 
of 'good practice'. We should learn from countries such as 
Sweden and Norway, that are refining their models of 
customer responsiveness. But we must learn too from the best 
of our Labour councils. We must develop policies in such areas 
as: 

the setting of clear targets and priorities, for instance 
in service levels and safety standards; 

measuring user satisfaction, for example using opinion 
polling or 'panels' of local service users; 

involving users in planning, either directly or through 
voluntary and community groups; 

monitoring complaints, including specific feedback on 
tasks such as council housing repairs. 

Within the private sector. All too often this sector escapes 
criticism, as it is argued that consumers can exercise choice 
through the market. In practice this choice is often limited and 
may often only be exercised at disproportionate cost. 

Much could be done to make private-sector companies 
and organisations more responsive to their customers. For 
example: 

"social audits" for private companies; 

arbitration and complaints procedures; 

more resources for local authority inspectorates. 

creation of consumer and user 'shares' in these 
activities. 

	

6. 	Consumers have a right to high standards of 
quality in goods and services in both sectors 

We should improve the quality of services from the public 
sector and regulate for comparable standards in the private 
sphere. This could involve: 

Developing a 'Quality Commission' to monitor and guide 
public agencies in improving their services. Such a 
commission would stress the 'effectiveness' side of service 
delivery as a complement to the 'efficiency' scrutineering role 
of the Audit Commission. 

Learning from progress towards 'public service orientation' 
in Sweden and elsewhere (including our own Labour 
Councils). This involves new management styles developed for 
the public services — not borrowed from the private sector; 
better use of staff skills at all levels; improved training in 
service and management skills (including training for elected 
representatives); and extending experiments on 
decentralisation, 'one-stop' service delivery, improved 
reception facilities, etc. 

Allowing the public sector to undertake new activities, by 
removing artificial barriers to competition. This should be 

based on equal financial and social disciplines and adequate 
monitoring to ensure that management is fully accountable. 
The public sector should be able to compete with the privato 
sector on an equal basis, and demonstrate its capacity to del 
high-quality services where the 'market' fails the consumer. 
Examples include estate agency, car servicing and house 
maintenance. Our aim is to promote a public-sector 'enterprise 
culture': an innovative redrawing of traditional boundaries. 

Ensuring that standards for the private sector are not merely 
laid down but enforced: with sufficient trained staff to carry 
out inspections, adequate penalties to deter offenders, and 
adequate funding for user groups, particularly in such areas as 
transport and communications. 

Developing and implementing proposals along the lines 
indicated in Labour's Charter for Consumers — to ensure 
consumers have sufficient information and legal protection. 

We must recognise that for many people 
"ability to pay" effectively limits choice 

If charges are to be levied for particular services they must not 
inhibit the provision of essential services to those who need 
them. Our definition of 'consumer' draws on the concept of 
need as well as the means necessary for the exercise of choice. 
We should therefore be highly selective in the imposition of 
charges. 

Charges have no place in health care, for example, or in 
education, or in the majority of social services. Where they are 
levied — for example, in public transport or adult education — 
they must be assessed carefully and not inhibit use of such 
services. 

Well run organisations, responsive to 
consumer needs, are in the long-term interests of 
both consumers and employees 

Public-service workers performing what are frequently vital 
but all too often under-appreciated jobs can find themselves in 
a different position from those in private industry. There may 
be potential conflicts of interest between, say, one group of 
employees and either consumers or other employees. 
Wherever possible we should identify and resolve them 
through more effective management,and consultation with 
users and employees. 

At every stage of policy development, the 
emphasis should be upon implementing change 
rather than enacting legislation 

Our aim will be to experiment with some of our proposals in 
Labour local authorities, and to publicise the positive results 
and achievements of such 'flagship' services. 

4. CONCLUSION 

The proposals above all have different applications in fields 
covered by the review group — including health, education, 
transport, leisure and local and central government services. 
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The second phase will apply the principles and move from the 
general to the particular, testing our suggestions in terms of 
practical policy. For example: 

What will "public service orientation' mean to the 
management of our public transport systems? 

Which method of establishing user priorities will be 
most effective — for example, participation in 
planning, a simplified complaints/comments system, 
or opinion polling? 

Will entitlements to choice, standards and speed of 
treatment enable individual users of the National 
Health Service to obtain better service, and thereby 
improve standards overall? 

How can a new emphasis on staff training help give a 
better quality of care for residents of homes for elderly 
people? 

What will be the powers and duties of the proposed 
'Quality Commission'? 

How can we develop new forms of democratic 
accountability and consultation to identify the needs of 
all users, rather than just those of particular interest 
groups. 

It has only been possible to lay down the broad principles 
on which to build the second stage of the review. It is essential 
that radical ideas which accord with our democratic socialist 
values are put forward by all those with something to offer. In 
this way, we will able to build on the foundations already laid 
to provide the programme and policies for a credible socialist 
alternative. Labour must give new form in the late 20th and 
early 21st centuries to the aspirations of equality, fairness, 
justice and community, which our grand-parents sought to 
achieve. 

The key question we need to address is how to extend and 
develop the working of democracy in modern conditions. This 
will provide a counter-weight to the siren song of wealth which 
gives a few real power, whilst offering a cynical delusion to the 
many. How we increase accountability, meet need and offer 
real participation will be vital in making attractive and credible  

specific policies for improving the services we are committed to 
provide. 

We can only succeed if we honestly identify where past 
action went wrong ;and if imaginative democratic socialist 
proposals are clearly laid out for people to see that the future is 
in our vision of a better, more civilised society. We do not seek 
in any way to accept or absorb the boundaries of Thatcherism, 
but rather to leap-frog over them into the 21st century — where 
quality of life, care for others and personal-fulfillment will take 
precedence over self-interest and greed. 

Appendix 
The Consumers and the Community Policy Review Group 
was asked to concern itself with: 

Responsive public services and more effective local 
government. . . questions of quality, quantity and real 
choice of services including education, housing and 
transport, and policy to make both public and private 
sectors more responsive and accountable to the public 
interest in their delivery to communities, individuals and 
families." 

(Note: The financing, structure and role of local government 
has been dealt with by a review of a consultation paper issued at 
the beginning of 1987. A separate report will be made on this to 
the NEC) 

The National Executive Committee and the Shadow Cabinet 
asked the following to serve as members of the group: 
Jack Straw MP (Joint Chair) 
David Blunkett MP (joint Chair) 
Colm O'Kane (NEC) 
Andy Dodds (NEC) 
Renee Short (NEC) 
Harriet Harman MP 
Alan Williams MP 
Jeff Rooker MP 
Garfield Davies (USDAW) 

Joint Secretariat: John Newbiggin, Helen Shreeve, Richard 
Margrave, Tim Lamport and Karen Buck. 
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Democracy for the individual 
and the Community 

INTRODUCTION 

Labour's statement Aims and Values proclaims the purpose of 
democratic socialism. Our object is to protect and extend our 
liberty - the real freedom that comes not from possessing 
theoretical rights but from having the power to decide between 
the choices provided by a free society. Our task in this report 
has been to consider ways in which that real freedom can be 
enhanced and those real liberties extended. 

Other reports (particularly those on industrial and 
economic policy) examine the distribution of income and 
wealth, and the extension of freedom and choice which that 
will provide. What is clear from those reports, and what we 
emphasise especially here, is that the key to extended liberty is 
the power to choose. When most men and women in our 
society lack the means to afford the choices freedom provides, 
the right to choose is notional and of no value. Unless we can 
remedy the present unequal distribution of both wealth and 
power, there will be no true extension of freedom. 

There is, however, another element, in the extension of 
individual liberty and democratic rights. The institutions of 
society, the extent and nature of its democracy, its system of 
justice and the ease of access to that system - even the attitudes 
of one group towards another - play a vital part in either 
extending or curtailing true liberty. It is on these structural and 
social elements that we have concentrated our work in this 
phase of the review. In the second phase we shall look at the 
practical extension of democracy in national and local 
government. 

1. A FRAMEWORK FOR POSITIVE RIGHTS 

The task for the future is to extend both the democratic rights 
and responsibilities of all citizens. This is the key to a 
community in which everyone is a full and equal member, as 
well as being the basis of good government. Those democratic 
rights can only be exercised where society's institutions are 
accountable and representative and where the individual can 
challenge government decisions and actions; and, at the same 
time, be protected from the exercise of arbitrary power. 

Those fundamental conditions of freedom and of 
citizenship in its broadest sense are not met in Britain today. 
The present government, with a large parliamentary majority, 
a ruthless disregard for democratic practice and a disdain for 
'society' and community, has used its power to override 
individuals, trade unions, the press, local government and even 
parliament. 

Over the next few years, our democracy will continue to 
be weakened and individual rights will continue to diminish. 
The introduction of the poll tax, the privatisation and 
centralisation in public services, reduced rights in employment 
and social security, and the implications of centralised systems 
of information technology will combine to increase the power 
of government. 

We believe that the most effective way to redress the 
balance of power is to promote policies that advance the rights 
of the individual, especially in the way collective institutions 
are formed and run; that promote equality before the law and 
equal access to the law; that effectively challenge 
discrimination by promoting positive rights; and that in the 
process lead to more open and effective government. 

Five Principles 

In preparing this report, we have been guided by the following 
principles, ones which will guide us through the second, more 
detailed, stage of our work: 

First, in a pluralistic democracy, power, real power, must be 
passed outwards and downwards. Wherever possible, 
decisions must be taken by the men and women whom they 
affect, rather than be imposed from above; and to take these 
decisions, people must have the necessary information, 
resources and assistance to do so. 

Second, the quality of democracy depends upon the extent 
to which men and women have access to their rights, and 
understand them, and are protected against any injustices that 
may follow from the decisions and actions of government. 

Third, while laws may be intended to promote rights and 
fairness, freedom and equality can only be guaranteed if the 
law has the support of positive strategies and policies to 
enable those rights to be exercised. For example, for many 
women, fair employment legislation is meaningless without 
provision for child care to enable them to exercise the freedom 
to work. 

Fourth, even while the law exists to promote equality, the 
idea of extending freedom, greater equality and open access 
to government is crucial in creating the appropriate climate. 
The opinion formers within society have a key role and must be 
encouraged to promote those positive ideas. 

Fifth, rights must not only be realisable in practice, but be 
available equally to all citizens, irrespective of gender, race, 
sexuality, disability or economic circumstances. 
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'1 
Open Government, Parliamentary Control and the 
Rights of the Individual 

With these principles in mind we have drawn up a strategy for 
legislation that provides a framework for a more effective and 
open democratic process. 

At its heart is a Freedom of Information Act. A 
government that wishes to act with the consent of the people 
must be open in its objectives and willing to submit the details 
of its proposals to informed debate. Nine other democratic 
countries already provide this fundamental right. 

For a Freedom of Information Art to he effective, the 
presumption of the legislation must be that all information is 
freely available. Exemptions, to protect both national security 
and individual rights of privacy, must be specific and carefully 
defined and there must be a right of appeal. It will be for those 
who wish to retain the confidentiality of specific items to make 
their case for individual exceptions to the general rule. 

The Act will apply to local as well as national decisions: at 
present, people are unable to find out about proposals which 
may affect their homes, amenities, services or safety until it is 
too late to affect the outcome. We would also extend disclosure 
to the public archives. 

Our new Act would also bring about the reform Section 2 
of the Official Secrets Act and limit the Act to national security 
issues. In this respect we are particularly concerned that the 
government's plans to reform section 2 will make matters 
worse. Our new procedures will, to a great extent, balance the 
requirements of national security and the law with the need to 
ensure that all actions of government are subject to political 
and parliamentary control. 

In this respect we have been concerned with the arbitrary 
use of the Royal Prerogative to legitimise, within the notion of 
national security, action that would otherwise be criminal. A 
vast range of powers reside under the general heading of Royal 
Prerogative, including the signing of Treaties. We therefore 
conclude that, to prevent abuse, we should identify particular 
areas of government activity at present legitimised by the Royal 
Prerogative, and exclude them or regulate them by statute. 

We also recommend that all legislation in the remainder of 
this parliament be scrutinised to see if appropriate amendments 
of this type are necessary. 

It is equally important to control executive power by 
reinforcing the integrity of the Civil Service. This government 
has identified the civil service with the government of the day, 
and has punished "disloyalty" severely. We would put a duty 
on civil servants — conscious of improper behaviour on the part 
of ministers, for example — to report such matters to their 
permanent secretary. The latter would then be under a duty to 
investigate matters and report to an all-party parliamentary 
select committee. There would be thus no question of such 
action leading to dismissal. Security vetting in the civil service 
should also be reviewed to limit the number of posts covered 
and to re-define the criteria for security clearance. 

Protecting the Individual 

Our strategy for protecting the individual rests first on a 
Personal Files Act. It would extend access and strengthen the 
powers of the Data Protection Act. Individuals would have a 
right to see and correct information about them on manual as 
well as computer records, held by public and private bodies. 
We would also seek, for instance, to improve the rights to 
compensation for damages incurred by the use of inaccurate 
information. 

We need to reform administrative law. Our Freedom of 
Information Act would create a new right, under which public  

authorities would be required to make publicly available the 
guidelines on which decisions on rights, benefits and penalties 
affecting individuals are based, and the reasons for such 
decisions. 

Complementing each of these new developments we also 
propose a general right to privacy, which could be exercised in 
the courts as a check against the public invasion of privacy. 
With all of these proposals, we intend to consult widely to see 
how best they could be introduced — for example, on the extent 
to which a right to privacy should be balanced by a defence of 
publication in the public interest. 

Should we have a Bill of Rights? 

The strategy outlined above would correct some of the obvious 
deficiencies in civil liberties. It would also bring us into line 
with practice in other countries. And it would, we believe, be 
more effective and more appropriate than an entrenched Bill of 
Rights, often promoted as the sole solution. 

We have carefully considered the merits of a Bill of 
Rights, but reject it on the grounds that by nature it is 
concerned with negative rather than positive freedom. 
Furthermore, it is assumed that such a Bill would rest upon the 
European Human Rights Convention, which itself deliberately 
creates a large number of exceptions. 

A Bill of Rights would thus be at the mercy of judges who 
would be free to adopt the most restrictive possible 
interpretations It would also open the way to decisions on 
economic issues that would protect the rich and powerful at the 
expense of the rest of the community. Far from giving power to 
those who have least, it would diminish it still further. We 
certainly have no confidence that the narrow social experience 
and outlook of the judiciary would produce an approach to the 
rights of the individual which is consistent with our view of 
society. Incorporation of the European Convention would, 
ironically, also make it even more difficult for individuals to 
bring a case before the European Court of Human Rights. 

However, we are conscious that access to the European 
Court of Human Rights is already slow and extremely difficult. 
Furthermore, we recognise that, through the European 
Human Rights Commission and Court, the convention has 
provided a useful remedy against injustices committed by the 
British government. We are also aware that in the field of race 
relations and human rights, there are international principles 
and standards which might appropriately be applied to Britain. 
We propose, therefore, in the next stage of our work, to look 
beyond the UK to see how access to the European courts could 
be improved, possibly through a parliamentary commissioner 
for human rights. We will also examine how UK legislation 
might be made more compatible with the European 
Convention. 

2. EQUAL ACCESS TO THE LAW, EQUAL 
RIGHTS UNDER THE LAW 

The law and justice are central to Labour's commitment both 
to genuine freedom and to the civil and individual rights that 
go with this freedom. Our task in considering the system of 
justice in this country is to ensure equal access to the law and 
equality of treatment before the law. We therefore welcome the 
charter for legal rights prepared by Labour's parliamentary 
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spokespersons before the last general election, and wish to 
build upon these central themes of that charter. 

At present the law is often inaccessible and prejudiced in 
its administration. Women are disproportionately liable to 
custodial sentences, as are those from ethnic minorities; the 
latter also find it more difficult to obtain bail, and are more 
likely to be held on remand. The young, the poor and the 
inarticulate, those in most need of legal assistance, are the least 
likely to gain access to it, just as they are more likely — 
sometimes unfairly — to fall foul of the police. 

We must review the administration of justice as a whole if 
we are to eradicate this consistent unfairness. Exhortation, 
example and the creation of a different climate are all 
necessary. Specific issues, such as the need for more non-
custodial sentencing and a reform of penal policy, still need to 
be addressed in phase two of our work. But there are some 
parts of the administration of justice where recommendations 
can be made. 

A new approach 
To sustain universal access to the law it is necessary to provide 
a co-ordinated central government approach to the funding of 
public legal services. But we also heed a consumer-led legal 
and advice service commission, working nationally and 
regionally to ensure the co-ordination, distribution and cost 
effectiveness of this provision. 

This requires a comprehensive national network of both 
general and specialist advice and legal services. This should be 
based on the planned expansion of law centres and agencies in 
every area, to eradicate present geographical inequalities. The 
use of private practitioners must be encouraged where this 
expands choice and provides a more economic service. 

The success of this national network will depend on secure 
and guaranteed government funding, supplemented by 
assistance from local authorities. Local councils must be the 
vehicle for implementing this policy. The commission will be 
responsible for negotiating with national government to make 
sure the necessary funds are made available, and will also 
ensure that local councils fulfil their statutory duties to make 
adequate provision in their areas. 

Legal aid 

The general issue of access to legal aid needs further 
consideration, but on one specific area it is possible to make 
recommendations. The availability of legal aid has diminished 
alarmingly during the last few years, rendering many people 
incapable of resorting to law. The Legal Aid Bill, now before 
parliament, will make matters worse. Furthermore, there is a 
startling lack of legal aid for representation before industrial, 
immigration or social security tribunals or coroners' inquests. 

There is no greater unfairness than the legally 
unrepresented applicant against the legally represented 
employer or government department. In 1986 and 1987, over a 
third of applicants were unrepresented in contested industrial 
tribunals cases on unfair dismissal, redundancy, sex and race 
discrimination, and equal pay. Before the immigration and 
social security tribunals there is virtually no representation. 

Our aim is to extend legal aid for advice and 
representation before all these tribunals, in all cases where the 
factual or legal difficulty or general importance of the case 
merits it. To make the legal system accessible to all, legal aid 
provision must be properly integrated with the detailed 
proposals for legal services we will develop in phase two. 

Other reforms 

For most people, court and tribunal proceedings are both 
mysterious and daunting, robbing ordinary people of their 
confidence. They must be de-mystified. And the method of 
selecting and training members of tribunals, judges and 
magistrates, not least in rape cases, must be fundamentally 
reviewed, along with the selection procedure for juries. All of 
this will be pursued in phase two. 

We must also create more specialist courts, which are 
informal enough to encourage people to use the legal system to 
enforce their rights. The arguments for a single court to deal 
with all family matters are mentioned elsewhere in this report. 
Similarly, we may need a specialist housing court set up to 
adjudicate upon new housing legislation. Whilst the details 
need extensive work, we are determined to ensure that the 
outcome creates a system which people understand and are 
able to use. 

We also believe that ministerial responsibility for these 
major reforms in the administration of justice should reside 
with someone other than the Lord Chancellor. During the next 
stage of our work, therefore, we propose to consider the Lord 
Chancellor's role and responsibilities and the possibility of 
incorporating much of his or her work within a new ministry. 

We have yet to scrutinise the operation of the Police and 
Criminal Evidence Act and the Public Order Act. Our task will 
be to strike the right balance betwen the rights of the citizen 
and the rights of the police, so that society is properly protected 
yet free from coercion. This will often mean taking political 
initiatives to create closer working relations with the police. It 
will also mean adopting policies on employment and the inner 
cities which will improve the position of both the community 
and the police, and funding the extra police which each 
authority genuinely needs. To create the necessary degree of 
trust between community and police, we also need a more 
effective complaints procedure and directly accountable police 
authorities, including an elected police authority for London. 

3. PROMOTING EQUALITY: 
EXTENDING RIGHTS 

A central objective of a future Labour government will be to 
change the balance of power in Britain to achieve real equality 
between the sexes and the races. We must break down the 
barriers of prejudice that limit the life chances of so many 
women, condemn the ethnic minorities to second-class 
citizenship, divide classes, leave young people powerless, and 
often place people with disabilities outside the community and 
restrict their quality of life. 

Little progress has been made since the 1970s. Job 
prospects for black people are no better now than they were 
before the Race Relations Act became law twenty years ago; 
women still earn only two-thirds of average male earnings and 
are largely segregated into a narrow range of unskilled and 
semi-skilled jobs; and people with disabilities are still often 
excluded from skilled jobs, decent incomes and the prospect of 
promotion. 

Women, ethnic minorities and people with disabilities 
have rights under the law. But the law is only a framework 
within which rights are exercised. Civic rights can only be 
advanced within a society where all the conditions for social 
and political freedom are sustained. Unless women and men 
have the power to choose, the right to choose has no value. 
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A Government Lead 

The key to achieving that change in the balance of power is a 
government eager to use its powerful role as the principal 
employer and provider of services; a government willing to 
show by intention and deeds that it is committed to combating 
discrimination at all levels of society. 

We believe a new Ministry for Women remains the right 
way to tackle the complex prejudice and discrimination that 
still face the female majority. This Ministry would be close to 
the centre of power in Whitehall yet accessible to women 
through their active involvement at regional and local levels. It 
would ensure that government is informed of women's real 
needs and that these are placed high on the political agenda. 

The promotion of good race relations and equal 
opportunities for ethnic minorities also requires a lead from 
government departments. They should be required to ensure 
that within each of them institutional mechanisms exist for this 
purpose. We will consider in phase two whether the Home 
Office should continue with primary responsibility in this area, 
what measures need to be taken for co-ordinating government 
effort, and the role of the Commission for Racial Equality 
within these new arrangements. 

Government must lead by example. We believe that each 
government department should be required to examine its 
policies and practices to see that they contribute towards 
greater equality. A broader obligation than the one which at 
present exists in the Race Relations Act should be imposed on 
local authorities and other public bodies to promote equal 
opportunity and eliminate discrimination. These authorities 
should be required to report annually to the appropriate 
minister on their performance of this obligation; and the 
minister should be empowered to give directions to see that 
they keep up to the mark. 

As part of this equal opportunities obligation, we believe 
that all public bodies, national government and local 
authorities alike, should be required to ensure their contractors 
comply with the laws on equality. This would mean taking 
positive action, designed to counteract the past discrimination 
faced by women and oppressed minorities. The US experience 
proves that contract compliance is ineffective unless it is 
compulsory. The Department of Employment thus should 
monitor and enforce compliance. 

In phase two of our review we will look in more detail at 
how this equal opportunity obligation, which would include 
the monitoring of an organisation's workforce and the filing of 
annual returns, can be extended to private sector employers 
and be properly enforced. 

Effective contract compliance programmes will help 
secure a fairer deal for women and disadvantaged minorities at 
work. But much more needs to be done to overcome the 
specific hurdles they face in exercising their rights to 
participate equally, in all areas of economic and social activity. 

Prejudice and discrimination cannot be separated from the 
economic and social opportunities of those groups and 
individuals still denied the full rights of a free society. For 
women, the lack of alternative care for children must be 
rectified by a statutory right to childcare for parents, to be 
provided by properly-funded local authorities. For people with 
disabilities, the need to participate fully means that all 
buildings must provide access and that public transport must 
make proper provision for their needs on scheduled services. 
For ethnic minorities, more resources need to be channelled 
into deprived inner city areas where a disproportionate number 
of black people live. 

In phase two we will examine in greater detail the range of 
initiatives needed to create genuine equality. 

Improving the Existing Law 

Our existing laws on sex discrimination, equal pay and race. 
relations are inadequate, and their scope and power must b 
extended to enable government to fight prejudice and 
discrimination. The law can and must foster a climate of 
opinion in which non-discriminatory practices become the 
norm. 

Existing immigration and nationality laws have the 
opposite effect. They have poisoned the climate of race 
relations in this country. We will therefore introduce a new 
British Citizenship Act. This would establish nationality and 
immigration laws and procedures that respect the family life of 
all those living here and do not discriminate on grounds of race 
or sex. 

If laws are to be effective, there must be no barrier to 
using them. 

We must make it easier for individuals to bring and prove 
cases of discrimination. We need clearer and more 
comprehensive definitions of discrimination and less complex 
and time-consuming procedures. 

We will do this by, for example, shifting the burden of 
proof so charged with discrimination must prove that there are 
grounds for the decision other than sex, race or victimisation. 
We will also broaden the definitions of indirect discrimination 
within the Sex Discrimination and the Race Relations Act to 
include 'practices, preferences or policies' so that, for example, 
the discriminator must demonstrate that the action was 
'necessary and unavoidable'. 

Second, we must also consolidate the Equal Pay and Sex 
Discrimination Acts and incorporate fully the requirements of 
European law, making our laws more powerful weapons 
against discrimination. The Sex Discrimination Act, for 
example, does not cover pay, while the Equal Pay Act does not 
cover indirect discrimination. In order effectively to challenge 
the differential pay rates paid to part-timers, the provisions of 
both Acts need to be combined. 

The Equal Value regulations (introduced in a half-hearted 
response to a European Court judgment) should also be 
amended to allow job segregation, such an important factor in 
perpetuating low pay, to be tackled adequately. In particular, 
the woman's claim must be allowed if she can show she would 
be receiving better treatment if she where a man not just if she 
is treated less favourably than a man. 

Third, we must widen the scope of existing equality laws — 
to cover the activities of central and local government, notably 
the prison, police and immigration services. Legislation should 
also cover all private members' clubs and associations, unless 
the main object, as in, say, a health club, is to provide benefits 
to persons of one sex. 

The sex equality law should also be extended to cover 
marital and family status discrimination against single people. 
The allocation of services should bear no relation to marital 
status. Nor should single status, the intention of getting 
married, pregnancy or the responsibility for children or other 
dependants provide reason for discrimination. The protection 
offered to pregnant women under the Employment Protection 
Act should be fully incorporated into sex equality law. This 
would remove the present requirement for a woman to work 
full-time for the same employer for a minimum of two years, 
and also make discrimination on the grounds of pregnancy 
unlawful. 
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Enforcing the Law 
Rights without enforcement are a mockery. The Commission 
for Racial Equality and the Equal Opportunities Commission 
have failed to counteract systematic and indirect 
discrimination. The Commissions' powers to conduct formal 
investigations must be simplified and made more effective; and 
be extended to any situation where equality of opportunity 
appears to be denied. 

We can extend the effectiveness of the equality laws by 
adopting procedures for 'class' action. This would enable 
individuals who have suffered a common wrong to seek a 
collective remedy; and allow a binding decision to be made in 
relation to all disputes on a common question of law. Although 
we appreciate the difficulty in applying legislation to "potential 
or future" employees as in the US model, we believe it would 
be relatively easy for "test cases" to be picked out that would 
determine the outcome of cases concerning the same points of 
law. 

Extending rights 

As democratic socialists we want to create a society based on 
tolerance and diversity, in which all people receive fair and 
equal treatment. We therefore want to protect those groups in 
society who because they are not covered by anti-
discrimination laws are especially vulnerable to prejudice 
abuse and discrimination. 

For example, even when they fully understand what is 
proposed and their future is at stake, the views of young people 
are neither sought or listened to. The increasing ability of 
young men and women as they grow older to take decisions 
about their own lives must be recognised. 

Obviously, children achieve maturity and levels of 
understanding at different ages, and some decisions require 
more maturity than others. The right of under sixteens to 
decide about contraception and medical treatment, for 
example, must rest as — the Law Lords in the Gillick judgment 
made clear — on the young person having "sufficient 
understanding and intelligence" and "being capable of 
understanding what is proposed". Young people who have not 
reached the necessary level of maturity to make decisions on 
their own behalf should have the right to be consulted. 

The best protection a young person can have is the care 
and the support provided by a loving family. But because of 
their vulnerability children need protective as well as 
participatory rights. 

We will also consider in phase two the exact ages at which 
we believe young people to be sufficiently mature to take 
decisions for themselves. We will examine the way other 
countries, such as Norway with its children's Ombudsman, 
strengthen the rights of children; and we will consider how 
children who can make a simple written request might be 
assisted to secure access to personal files at school. 

Children in custody, in hospital, in children's homes or at 
school should have independent procedures, possibly 
ombudsmen, to which they can take grievances. And children 
at risk should have the right to initiate care proceedings. We 
will also consider how to ensure that children can best be 
informed about their rights; and how proceedings can be made 
understandable and accessible to them. We also believe 
children of divorced or separated parents should be able to 
initiate court proceedings to consider whether terms of custody 
or access orders should be varied. 

The current division of legal responsibilities on family 
matters involves three different tiers of courts, and is complex 
and confusing. It leads to inconsistent judgements and 
increases the distress of children involved. 

To bring about a fairer and more efficient enforcement of 
the law, we believe that a Family Court should be set up to deal 
with all matters involving children, including divorce, custody, 
access, care proceedings and juvenile crime. 

Many children have a close and binding relationship with 
their grandparents. At the moment, if the family home breaks 
up, neither children nor grandparents have any legal rights of 
access. Such rights must be enshrined in law. 

The needs of people with disabilities and handicaps have 
in the past been placed far down the equal opportunities 
agenda. Shunted off to the voluntary sector, they receive only 
grudging support from government, relatively little 
opportunity to voice their needs and little help with guaranteed 
employment opportunities. The `quota' system of employment 
is ineffective. Unlike women and the ethnic minorities, people 
with disabilities have no legal protection against 
discrimination. 

We want to ensure equal access to the law to secure equal 
treatment. That means legislation to make discrimination 
against people with disabilities illegal; and it means the full 
implementation, backed with resources, of the 1970 
Chronically Sick and Disabled Act. This Act should be 
extended to include those who care at home and in the 
community for people with disabilities. 

There is also no doubt that discrimination on the grounds 
of sexuality is increasing. Clause 28 of the Local Government 
Bill is the latest manifestation, an assault on civil rights and 
freedom of expression. It must be repealed. 

Lesbians and gay men must have the same freedom from 
discrimination and prejudice and the same freedom to live their 
lives as other people. This requires legislation to prohibit 
discrimination and unfair dismissal on grounds in any way 
connected with sexuality or lifestyle. In the second stage of our 
work we will determine the form such legislation should take. 

DEMOCRACY, THE COMMUNITY AND 
GOOD GOVERNMENT 

So far we have only briefly considered those parts of our work 
that apply to government and to the electoral and decision 
making process. This will be central to our consideration of 
how power can be devolved to the benefit of the whole 
community. This principle is exemplified in our commitment 
to local government and to the emphasis we place on the local 
and regional organisation of the Women's Ministry. In the next 
stage we will look in detail at how people can be empowered in 
other ways within the community to take those decisions which 
affect their lives. 

We shall also be looking to see how we can improve the 
quality of democracy. Positive action to select, train and pay 
those who represent others in local government is one way to 
ensure that the community is properly represented, and is an 
option we shall consider. 

Likewise, the next stage of the review will also look in 
detail at local and regional democracy. We already have a clear 
commitment to devolution for Scotland. But Labour also 
wishes to move to a greater devolution of power more 
generally, and the extension of democracy along the lines of the 
consultation paper on local government reform which we 
published in 1987. That is the direction in which our 
deliberations will move. 

We believe that the strength of democracy depends on its 
place in the daily life of the people. Knowledge of rights and 
responsibilities are central; and experience and education, we 
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believe, are the keys. We would like to see throughout the 
education system, far greater provision for teaching children 
and young people about their rights and responsibilities as 
citizens; and we intend to develop these themes in the second 
stage of the review. 

Free expression and a free press are crucial to 
strengthening democracy. The media, written and broadcast, 
have a critical part to play both in reporting objectively on 
events within our democracy and in exposing anything that 
undermines the democratic process. At present they fail to 
perform these roles adequately, and we will address the issue in 
Phase Two. 

Rights without the power to realise them are meaningless. 
Implementing rights implies a total strategy to promote them — 
which extends beyond primary to secondary legislation, and 
beyond the law to public and private provision and practice. In 
the next stage of the review we will look closely to see how we 
can ensure that rights we legislate for become a reality in 
practice. 

Our proposals for open government, for restoring 
parliamentary control over government, and for protecting 
individuals from the abuse of powers by government, represent 
a significant step forward. In the next stage of the review, 
however, we will look at how to extend this process: for 
example, by looking at the role of public enquiries, Quangos 
and Royal Commissions as an aid to planning and policy, and 
by examining access to and the effectiveness of the 
Ombudsman. 

Our examination of the effectiveness of our present 
machinery of government as a whole, will aim to establish 
democratic and good government during the 1990s. This will  

enable us to face the economic and social challenges of a new 
century, confident that we have, as democratic socialists, 
created a framework for real equality and real democracy. 

Appendix 

The Policy Review Group was asked to cover: 

Civil liberties and equal rights, freedom of information and 
expression, policies to combat crime, involvement in the 
democratic process at local, regional and national level, the 
media and democracy, and the issues of centralisation and 
de-centralisation. 

(NB Detailed work on the structure and finance of local 
and regional government is being covered by a separate 
consultative exercise.) 

The members of the group are: 
Roy Hattersley MP (Joint Convenor) 
Jo Richardson MP (Joint Convenor) 
Eric Clarke (NEC) 
Joan Lestor MP (NEC) 
Jack Rogers (NEC) 
Paul Boateng MP 
Lord Alexander Irvine 
Ann Taylor MP 
Danny Sargeant (SOGAT) 

The joint secretaries were David Hill, Liz Atkins, Kay 
Andrews and Chris Paradine. 
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Physical and Social Environment 

INTRODUCTION 

This report is about providing the people of Britain with the 
tools they need to build a better environment. It proposes a 
new approach to planning, one involving much greater public 
participation. It argues for a new balance between the rights 
and responsibilities of individuals and those of communities. It 
suggests the need for wider and easier access to essential 
services, both public and private. It stresses the importance of 
environmental issues of direct and immediate concern to 
individuals such as dirty streets but does not ignore either the 
global issues or our international obligations. 

We reiterate our commitment to our 1986 environment 
statement. But we also recognise the need to develop its 
policies for the conditions Britain will face in the 1990s. In 
particular, we recognise the need to develop our policies on the 
rural areas, the impact of the environment on our children and 
new ways of seeking international co-operation. 

1. WHAT FUTURE FOR THE 
ENVIRONMENT? 

The quality of life in Britain is under growing threat. Pollution 
is increasing in the air, at sea, on land. Health and safety 
standards are being undermined at work, on transport, and in 
our food. Local communities are being broken up and divided; 
our urban environment is becoming more and more run down; 
streets have become dirtier; neighbourhoods are more noisy; 
housing estates more dangerous and unpleasant to live in. In 
spite of this, the government has no clear picture of how to deal 
with the environment, and no planning priorities; as a result 
there is dereliction and decay in the North and in the inner 
cities, and over-development and congestion in the South and 
elsewhere. 

Britain now lags behind other European countries on 
almost all the key environmental indicators. The Conservative 
response, financial accounting as the sole arbiter of investment 
and service decisions, only serves to cause much heavier costs 
which society will have to meet at a later date or in another 
way. 

The King's Cross underground fire was a sharp reminder 
of how great those costs can be. By the 1990s the need for 
substantial investment in such public facilities, will be even 
more compelling than it is today not only in transport but in 
housing and throughout the infrastructure, from sewers to 
street lighting. 

.Britain faces new opportunities, as well as new challenges. 
During the next decade the nation will have no choice but to 
reappraise its whole attitude to the environment. We will need  

to repair the damage done by the present Government. We will 
have to deal with new threats and dangers to the environment, 
to our rural areas and to our towns and cities. But we also have 
the opportunity to make a radical improvement in the quality 
of life and usher in a new era of environmental progress. 

Some action will clearly be of a short-term 'emergency' 
nature. But our main aim will be to provide the means to build 
a better environment, one for the 21st century. 

The decade of the 1990s will see the great majority of 
people having more leisure time, greater spending power and 
wider horizons. It will also be one in which we will have to deal 
with the social costs of heightened industrial activity, the 
reconstruction of our inner cities and the increasing drift to the 
countryside. 

Fortunately, awareness of particular environmental issues 
is increasing especially as they relate to people's more 
immediate problems. And the growing demand for action on 
global questions also sets priorities for our programme, from 
desertification and acid rain to possible major radiation leaks 
and the ozone layer. 

The challenge to Labour is to come forward with solutions 
that do not impose impossible burdens on individuals or 
communities, or which restrict people's real freedoms and 
choices. 

Britain is a densely-populated, heavily-industrialised and 
intensively-farmed country. Consequently, the single most 
important aspect of environmental awareness will be to mediate 
between individual rights and aspirations on one hand, and the 
needs of the community on the other. 

Nor can we ignore the international dimension of many 
environmental issues. Britain must cease to be an 'exporter' of 
environmental problems, whether acid rain, pollution of the 
seas, or by encouragement of poor environmental practice in 
the developing countries. Instead, we must place ourselves at 
the forefront of international action and collaboration. 

These questions are not limited to the physical 
environment. Leisure time, for example, will continue to 
expand and with it the range of leisure facilities. And the whole 
face of retailing is changing. We should integrate these 
activities into everyday life to ensure that they are not the 
preserve of the affluent. In particular, as the economy 
improves and we distribute the nation's wealth more fairly we 
must widen access to such facilities for everyone. 

2. LABOUR'S OBJECTIVES 

For much of the last forty years Britain has been a leader, 
not a follower, in setting environmental standards: it is a matter 
of record that much innovative legislation from National Parks 
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and Green Belts to safety at work and dumping at sea 
legislation has been the work of Labour governments. 

Labour's objective is to put Britain once again at the 
forefront of environmental progress and innovation. We will 
co-operate with the many voluntary organisations active in 
Britain; we will work actively at the international level; above 
all, we will give a new priority to planning to safeguard the 
environment. Market forces alone and their short-term, profit-
maximising perspective cannot ensure a decent environment or 
protect it for future generations. 

The overriding theme of our approach is to develop a new 
planning system for our cities, surburbs, countryside and 
coastline — a system which can help resolve the conflicts and 
needs of the 1990's and beyond. 

This new system will need to be: 

fully responsive to the needs and demands of ordinary 
people. 

capable of resolving conflicts between strategic 
necessity and local and individual concerns. 

innovative rather than conservative. 

simple in concept and application, soliciting people's 
views rather than waiting for a response, and offering 
redress that is simple and quick to obtain. 

It will be planning for people 

Our aim is a better balance between rights and 
responsibilities, not just for the individual but also for 
communities, for companies and for the state. Our concern is 
as much for local issues as for major international campaigns. 
Our objective is to improve the quality of life at all levels, and 
often it is local problems that cause the greatest distress. 

However, we will not weaken our determination to see 
that Britain plays a leading international role. Many of the 
problems that affect the UK can only be solved internationally. 
We therefore intend to work closely with like-minded 
governments, the EEC, UN agencies and all those promoting a 
better international environment. At another level, the UK 
must not "dump" its environmental problems on the rest of the 
world — and thus we will introduce the tightest-possible 
safeguards. And we will strive to link closely our proposals for 
international action with our concern for local and immediate 
issues. 

We also recognise that we will need to look closely at the 
public sector on issues concerned with the environment. Three 
issues, in particular, need to be emphasised: 

First, where the state has a direct influence over investment 
decisions (for example in the health sector, the utilities, and 
development grants) decisions cannot be made on economic 
criteria alone, but must take into account human wellbeing and 
the environment. This approach can also be adopted by local 
authorities through, for example, contract compliance. 

Second, arising from this, we must re-examine the role of the 
'Morrisonian' state corporation. In the past they have not 
always served the environment well. Should the regional water 
authorities be privatised, for example, we would expect any 
public-sector replacements to be much more forward looking 
on environmental standards. 

Third, environmental standards and regulations should be 
enforced by effective inspectorates and sanctions. We do not 
propose to unnecessarily interfere with the management of 

private or public-sector enterprises. Both will be treated 
fairly, and will receive financial incentives to invest in non-
polluting technologies and have access to research and 
development grants. However, under Labour, British inclus. 
will be helped to become environmentally clean as well as 
internationally competitive. 

Policy making and the environment 

Environmental policy-making poses particular problems for 
government. For most people, immediate concerns such as 
noise from neighbours or unsafe streets are more important 
than such issues as the depletion of the ozone layer. At the 
same time, any responsible government will want long-term 
care of our environment to become of increasing interest to 
the electorate. 

Environmental policy must be a major consideration in all 
government actions and priorities; and a comprehensive policy 
requires a coherent strategic approach. 

Many proposals of the other review groups (the desire for 
wider consumer choice, for example, the need to invest in new 
technology or the demand for better working conditions) will 
have environmental implications which should be fully taken 
into account. Our other policy proposals should not undermine 
our environmental objectives. 

We have been acutely aware of the need to safeguard the 
health and wellbeing of children. For children have a unique 
dependence on the environment. On the one hand they are 
often most at risk from failures to meet acceptable standards 
— whether dirty beaches, atmospheric lead or poor housing 
design. On the other, it is our children who will inherit the 
evironment we leave for them. If we damage it now, they will 
pay the price in years to come. If we protect and enhance it 
now, they will reap the benefits and in turn be able to hand it 
on to their children. 

Working Together 

A decent environment can only be guaranteed by people and 
nations working together to protect and enhance it. Individuals 
and nations can do immense harm to the physical or social 
environment. But together, they can determine what is and 
what is not acceptable. Together, they have the power to 
safeguard the future for themselves and their children. 

3. THE PHYSICAL AND SOCIAL 
ENVIRONMENT 

Labour believes that individuals and communities have certain 
basic "environmental" rights, rights that have to be guaranteed 
by central or local government. There are three areas of 
concern: 

The right to live and work in a safe, healthy and 
pleasant environment, and enjoy access to as wide a 
variety of different environments as possible; 

The right to decent, reasonably priced 
accomodation; 

The right to a varied, wholesome and reasonably-
priced diet — and to safe water supplies. 

How can such rights be made effective? First, individuals 
must be able to influence their local environment - a power 
that has to be coupled with a speedy and effective means of 
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• redress. Second, local communities must, in turn, be able to 
influence the national environment. 

On occasion, clearly, there will be conflicts of interest - 
when individuals or local communities try to exercise their 
power or claim their rights. And certain strategic demands may 
need to be reconciled with local interests. The successful 
resolution of these conflicts provides the key to a better 
environment for us all. 

Responsibilities as well as rights 

But environmental policy seen solely in terms of rights is 
insufficient. Individuals and communities also have 
responsibilities, which need to be defined and carried out. 
Dirty streets, for example, should not be seen solely in terms of 
a local authority's inability - for whatever reason - to ensure 
that they are adequately cleaned. Individuals must also take 
responsibility for the mess they help create - and for helping to 
clean it up. 

Indeed, the question of the individual's responsibility for 
their environment has all too often been ignored to the 
detriment of the community - and needs to be given new 
meaning. Many responsibilities might seem obvious, but are 
nevertheless important: recycling common waste products, 
disposing of litter, preserving the countryside or respecting 
other's privacy by not making excessive noise. 

Ignoring such responsibilities results in problems for 
people. Building awareness of these problems, and overcoming 
them, establishes a solid foundation for a commitment to other, 
less immediate policies for the environment, including our 
international obligations. 

Striking a balance between such rights and 
responsibilities, we believe, is a further key element in 
ensuring a decent environment. 

Planning for People 

Britain's planning machinery is now in urgent need of overhaul 
and reform. We believe that these principles should guide that 
reform: 
First, we should seek to rehabilitate the central arguments 
for planning. In many respects people welcome the benefits of 
planning (the green belts and building controls, for instance), 
but too often it is seen as negative, bureaucratic and obstructive 
- as a thousand ways in which a local authority is able to say 
'no' to all but its own ideas and plans. The time has come to 
invest planning with a more positive role. 

We need to place our planners at the forefront of 
development. They should suggest and facilitate ways to 
enhance our urban and rural environment, and take the widest 
possible view of the impact of particular developments on the 
environment and the community. Planning permission, 
moreover, needs to be linked to an acceptance of clear and 
specific community responsibilities, such as employment 
practices, the effective use and re-use of resources, and the 
provision of leisure facilities. 

Second, we need to rethink the way in which we operate the 
planning machinery. Lengthy enquiries, dominated by 
lawyers and specialists, are neither democratic nor effective, 
- and they do not necessarily produce decisions that are just or 
popular. Indeed, involvement in planning has become almost 
exclusively the preserve of the articulate. 

We must therefore improve public involvement. We must 
also simplify and demystify the planning process - for 
example, by reducing professional and legal barriers and by  

cutting costs. Furthermore, we repeat our commitment to 
introduce measures to fund objectors at major public inquiries 
where appropriate. 

Third, the emphasis in assigning responsibility needs to be 
changed radically. Instead of individuals having to take the 
initiative to oppose or object to a proposed development, the 
local authority or developer should have a duty to seek out the 
widest possible range of views on the proposal. We also need to 
speed up the process, especially for individuals seeking action 
or redress. 

Our approach will probably involve new legislation. 
However, much can be achieved within current legislation. 
The Conservatives have used existing planning laws to the 
advantage of a select few. We will use them to the advantage of 
the community as a whole. 

A Concern for the Local Environment 

To protect and enhance our environment we intend to 
emphasise everyday matters as well as global concerns. People 
are justifiably concerned by marine pollution, acid rain and the 
ozone layer, but are equally worried about more immediate 
matters, for example, street cleaning and lighting, the safety of 
estates, the state of public amenities, and the level of noise. 

The state of Britain's beaches is a good example of just this 
kind of issue. The Tories have an appalling record in 
complying with the EEC directive on bathing beaches, leaving 
many of our most frequently used beaches in an unacceptable 
state. We intend, therefore, in phase two, to see how the 
directive can be extended and strengthened - to cover more 
beaches, for example - and its standards more rigorously 
enforced. 

We accept that in the past, Labour has sometimes been 
seen as giving too little priority to these everyday issues. But 
such issues are the foundations on which environmental policy 
must be built. Whatever we might say about restricting the 
dumping of waste at sea, people will rightly question our 
commitment to a better environment if we are unable to keep 
the streets clean. Environmental education and protection 
begin with good practice at local level. 

More involvement 

The process of creating, improving and defending particular 
environments should answer to the needs of communities and 
the individuals who live and work in them. Too often those 
needs have not been represented. Positive, innovative ideas 
have met with a bureaucratic response, or professional views 
have ignored those of ordinary consumers and voters. Witness 
the housing design disasters of the 1950s and 1960s. 

In seeking to build a better environment, therefore, 
Labour intends to look at new ways in which people can help 
design their environment. We will also explore ways of 
'positive action' to ensure that groups such as women - who are 
traditionally under-represented - can participate in the process 
of planning and design. 

Such involvement has two direct benefits: first, the 
environment that we create will be much closer to the 
environment that people want; second, if people are more 
directly involved in the design of their own environment, they 
are more likely to want to make it succeed, and thus more 
likely to value and protect it. 

In designing peoples' environments, local authorities and 
other organisations must adopt much more the role of 
facilitators rather than that of originators, offering expert 
opinion and advice to enable individuals and local communities 
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to put into practice their own ideas and wishes. Democratic 
involvement is the best way to create an environment in tune 
with what people want. 

A more articulate, secure and informed population can 
counterbalance the demands of planners and builders. The 
dialogue and, at times, tension should be productive for both 
sides. 

However, we recognise that in the past it was the most 
articulate and the most organised groups in the community that 
tended to dominate where consultation was attempted. In 
future we most impress on local authorities and developers 
their responsibility in seek nut the views of all those concerned. 

Housing is an especially good example of a 'local' 
environmental issue. Good housing is vital if family and 
children are to have the maximum opportunities for good 
health, education, employment and leisure. Good housing, and 
good housing design, also determines whether or not an area 
suffers from crime and vandalism. It can help to determine the 
whole shape and feel of the local environment. 

Strategic Interests versus Local Concerns 

Decisions that benefit the country as a whole sometimes harm 
local communities — for example, the siting of a sewage works 
or the construction of a by-pass. 

Obviously, such decisions cannot always be subject to a 
local veto, otherwise communal progress could be stifled. 
Equally, however, if decisions concerning the environment are 
left solely in the hands of central government, then there is a 
danger that the poorer, more deprived and less articulate 
communities will suffer most. 

Given such potential conflicts of interest, there is an 
overwhelming case for a regional tier of environmental 
decision-making, making it easier to strike a fair balance 
between strategic interests and local concerns. In the second 
phase of the review we will examine this further in the context 
of the consultations and discussions on the Party's consultation 
paper on local government reform. 

Planning for better access 

A major concern throughout our initial discussions has been 
the question of access — for example, to leisure facilities, shops 
and social services. 

Recent trends, such as out-of-town retailing and 
increasing centralisation of health care, pose major problems. 
These are not simply the concern of the rural areas — which are 
often characterized as the main losers from these 
developments. The impact is far more widespread, affecting 
cities and suburbs as well. There have also been major changes 
in transport, both private and public. 

As facilities become centralised they become more 
inaccessible for a whole range of people, often already 
disadvantaged, including those without cars (especially women 
with young children and pensioners) and low incomes. 

It is not only increased inaccessibility which causes us 
concern. As facilities move out of our town and village centres 
into the urban fringes, they can leave behind communities that 
have become destabilised, economically weakened and 
environmentally blighted. When city centre shops close, and 
the life and activity they generate disappear, no-go areas appear 
that are unsafe for old people and women and prone to 
vandalism and dereliction. 

The economic impact on those left behind can be 
extremely damaging, for they are often already disadvantaged 
and unable to benefit from lower prices and easier shopping 
offered by out-of-town retailers; they are doubly penalised as  

the competition causes local shops to close or raise prices in 
order to survive. 

Improved public transport — new services, better 
frequency or lower fares — will help to overcome some of the 
problems, as will improving transport infrastructure, 
especially if goods can be delivered without imposing new 
burdens on the environment. But much more will be needed if 
we are to halt the spiral of decline. 

The second phase of the policy review will look in detail at 
bringing public and private services closer to the people and 
improving transport. For the rural areas, for instance, we will 
develop our ideas on mobile provision; for the urban areas, we 
will look at ways to revive city centres. 

Sport and Leisure 

Sport, art and leisure are important sources of enjoyment that 
add greatly to the quality of our lives. They are important to 
education and can make a vital contribution to rural and urban 
economies, and can also help create new jobs. 

As working patterns change and people have more spare 
time, leisure becomes all the more important. Sports, arts and 
recreation opportunities should be available to all who want 
them, and the public sector, local authorities in particular, 
have a vital role in making them available. 

Our aim in the second phase will be to build on the best 
practices of Labour local authorities, most of which already 
have a very good record. We will also learn from local 
authorities in terms of new develoments: all new developments 
private or public, shopping centres, offices or housing estates 
should pay much greater attention to providing a proper 
balance of leisure and sporting facilities. 

We will consider how planning can ensure that leisure 
industry developments, such as countryside theme parks, are 
dealt with sensitively and sensibly, balancing the interests of all 
concerned. If not planned properly, they can add to 
congestion, blight the countryside and result in a poorer 
environment for many who live in the vicinity. 

We will also consider our general policies on sports, arts 
and leisure. For example, we will wish to examine the 
regulation and financing of sport, since often it seems to be 
controlled by small, privileged, cliques with little concern for 
either participants or spectators. 

The Machinery of Implementation 

One question running through our discussions concerns the 
institutions charged with implementing environmental 
legislation: the Health and Safety Executive, the 
Environmental Health Officers, Medical Officers of Health, 
the Agricultural Development Advisory Service, Her Majesty's 
Inspectorate of Pollution, Nuclear Industry Radioactive Waste 
Executive (NIREX) and soon. Apart from correcting certain 
anomalies (for example, Environmental Health Officers not 
being able to introduce legal proceedings against their own 
authority) there is a case for rationalising these bodies. 

In the second phase we will investigate the possibility of 
separating management from regulation, and advice from 
enforcement. 

Thus there could be one agency for disseminating best 
environmental practice, in the widest possible sense, and 
another responsible for enforcing environmental legislation. 
Obviously there would need to be close co-operation. But each 
agency has a different relationship with its clients — and they 
should be separate and independent. We shall look further into 
this issue. 
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4. FURTHER POLICY DEVELOPMENT 

In Labour's 1986 environment statement we set out our basic 

approach: 

.-Is socialists we reject the false freedom of a market economy 
which allows individuals the 'freedom' to pollute and to 
squander natural resources. Our environment is our common 
heritage. Governments must set and enforce standards in the 
interest of us all. 

This policy review, with its wider remit, builds on much 
in that statement. We look ahead to the 1990s in an attempt to 
define the key tasks we face and the framework required not 
merely to defend but to enhance our 'common heritage'. 

Our 1986 statement addressed many of the key issues of 
the 1990s: 

the introduction of environmental considerations into 
economic and industrial strategy; 

more investment in the jobs potential of 
environmental industries; 

better monitoring, inspection and enforcement of 
pollution control; 

new provisions for waste management and new 
safeguards to deal with toxic waste and nuclear waste; 

greater consultation and involvement of the public in 
planning; 

new duties on local planning authorities coupled with 
new powers for positive planning to tackle the 
dereliction in our towns and cities; 

proposals to ensure Britain plays its part in 
safeguarding the international environment. 

We remain committed to that statement, although as time 
moves on it will need to be updated. But although the 
statement did touch on some immediate issues, it perhaps 
failed to give sufficient prominence to them or place them 
within the proper context of people's concerns. This report, 
and the second phase, will redress that imbalance. 

We want to improve our presentation of environmental 
issues so that they figure more prominently in the minds of the 
electorate, but we also wish to recast some policies in the light 
of the themes and approaches of this preliminary report: 
proposals for planning, resolving the strategic/local conflict, 
questions of access, the machinery of implementation and the 
balance between rights and responsibilities. In addition, we 
will want to do detailed work on specific areas of policy. 

The continuing migration to the rural areas, together with  

a worsening of many problems suffered in those areas, has also 
persuaded us that we need to re-examine this question in some 
detail, especially in housing, access and employment 
opportunities. 

We are also considering the establishment of a working 
group to consider the impact of environmental issues on 
children. 

Other issues we will want to examine include: atmospheric 
pollution; health and safety at work; frontier science; the link 
between environmental protection and job creation; the 
disposal of wastes; and the use of surplus agricultural land. 

All these issues will need to be placed in their international 
context. We believe the Labour Party could promote a 
European Environmental Charter amongst all the European 
Socialist Parties, and agree common standards and strategies. 
In certain circumstances, however, it may be more appropriate 
to promote bilateral or multilateral agreement on specific 
issues. 

CONCLUSION 
Britain's environment is under attack. An attack that threatens 
everybody's quality of life. 

Labour's goal is to reverse these threats to the 
environment — and to improve the quality of life of all our 
citizens. In this interim report, therefore, we have outlined the 
values and objectives on which we will base the policies needed 
to reach those goals — policies which will provide a better 
environment for all in the 1990s. 

Appendix 

The remit of the group, as decided by the National 
Executive Committee, was: 

Environmental matters — urban and rural; questions relating 
to the use of natural resources; quality of life issues, including 
aspects of housing, media, arts and recreation policy; all 
taking into account, where appropriate, the international 
aspects of environmental factors. 

The members of the group are: 
Syd Tierney (Joint Convenor) 
Anne Davis (NEC) 
Sam McCluskie (NEC) 
Ted O'Brien (NEC) 
John Cunningham MP (Joint Convenor) 
David Clark MP 
Bob Hughes MP 
Clive Soley MP 
Barbara Switzer (MS F) 

Joint Secretariat: John Newbiggin, Tony Page and Nick Sigler. 
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I. 

I 

Britain in the World 

1. THE CHALLENGE OF THE 1990s 

A socialist foreign policy for Britain must serve two main 
objectives. It must help to secure an international environment 
in which a Labour Britain can fulfil its economic, political and 
strategic interests, including the key priority of providing a 
secure defence for Britain. It must also enable a Labour 
government to play a responsible and constructive role in 
world affairs, using its influence in the international 
community to make the world a better and a safer place in 
which to live. In particular, our internationalism involves 
upholding the principles of the United Nations Charter, which 
means: 

supporting the right of self-determination — whether in 
Nicaragua or Afghanistan; 

promoting the peaceful settlement of regional 
disputes, such as that in Cyprus; 

helping to secure a peaceful future, by supporting 
international negotiations on conventional, chemical 
and nuclear weapons; 

supporting the campaign to end apartheid and other 
offences against human rights; 

Nowhere is the international situation changing faster than 
defence, disarmament and East/West relations. After years of 
Cold War confrontation, the superpowers have embarked on 
the slow process towards a new detente. Already, their 
negotiations have brought about an agreement to eliminate 
their land-based intermediate range nuclear missiles. The 
outlook for the future is dominated by further negotiations on 
nuclear, conventional and chemical weapons. The outcome of 
these negotiations will crucially affect a Labour government 
taking office in the early 1990s. These are among the issues 
which will dominate our continuing work over the coming 
year. 

An issue which has particularly preoccupied us this year, 
as we prepare for the 1989 elections to the European 
Parliament, is the nature of Britain's membership of the 
European Community. By the time of the next general 
election, Britain will have been a member of the Community 
for almost twenty years. Already, trade with our Community 
partners accounts for some 60 per cent of Britain's exports, and 
all our trade and economic structures are adapted to it. The 
Community as a whole is moving towards greater economic 
integration, with the proposed establishment of a single 
internal market scheduled for 1992. 

Developing countries will continue to face severe 
economic constraints in the years up to the next general 
election, not least because of the massive debts which many of 
them owe to banks and governments in the developed world. 

Some of the poorest countries in sub-Saharan Africa are again 
faced with severe food shortages caused by war and climatic 
failure. As well as causing heartrending human hardship, these 
problems have a serious effect on the world economy, and will 
continue to undermine the prospects for international 
economic recovery. We need to look closely at how we can 
contribute to their resolution. 

Alongside these issues the world faces the growing threats 
posed by environmental pollution and mismanagement, by 
terrorism, drug trafficking and the spread of AIDS. We must 
prepare to take action against these perils when we come to 
government. We must also play our part in resolving the many 
regional conflicts that threaten international security and 
economic order conflicts such as those in thc Middle East and 
Central America. In many of these — and above all in Southern 
Africa — there is also an important moral dimension. 

Our response must be based on a realistic assessment of 
British interests and British influence. It is now forty years 
since a Labour government began the process of 
decolonisation; twenty since Britain withdrew its military 
forces from East of Suez. Britain today can no longer challenge 
the might or match the influence of the superpowers, either 
politically or economically. 

Yet we retain a central role in international relations, 
through our unique participation in a series of international 
institutions. 

Our membership of the United Nations Security Council - 
as one of the five permanent members — gives us a voice, as of 
right, in all major international crises. 

Our membership of the Commonwealth enables us to play a 
leading role and learn from opinion in nearly 50 countries — 
rich and poor — around the world. 

Our membership of NATO makes us a mainstay in the 
defence of Europe and in the improvement of relations between 
East and West. 

Our membership of the European Community puts us at the 
heart of the world's largest trading bloc, and presents 
opportunities to secure co-ordinated European action to tackle 
problems at home and abroad. 

Our presence at summits of the world's leading industrial 
powers imposes on us a special responsibility to promote 
economic recovery and reform of the key international financial 
institutions. 

These international connections provide important 
opportunities for us to protect and promote British interests in 
the world community, encouraging the trade and investment 
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which will bring jobs to British industry. They can also help us 
to provide a secure defence for Britain. But our foreign policy 
should not be based on British interests alone. We should use 
our influence constructively — with our friends and allies — to 
make the world a safer and a better place. 

We can do this by promoting the peaceful settlement of 
international disputes through the United Nations and other 
agencies — whether in the Middle East, in Central America, in 
the Horn of Africa or elsewhere. We can use our membership 
of the Commonwealth to help resolve disputes between fellow 
members. We should also ensure that British military 
equipment is not supplied to governments which will use it for 
international aggression or to suppress their own people. 

We can use our influence in NATO and elsewhere to 
promote better relations between East and West. For too long, 
mutual misunderstanding and suspicion have fuelled the threat 
of conflict in Europe. We should take advantage of the new 
openness in Eastern Europe and the Soviet Union to defuse 
that threat — through cultural exchange, through improved 
trade relations, and through dialogue on issues of mutual 
concern from action against terrorism to better transport 
facilities. 

We must continue to defend human rights whenever and 
wherever they are threatened — from Poland to Paraguay, from 
the Soviet Union to South Korea. Mrs Thatcher's government 
has taken a highly selective view of human rights. Labour does 
not. We support the rights of independent trade unionists in 
Eastern Europe and in Central America; the right of 
emigration from the Soviet Union and the right of exiles to 
return to Chile. 

We must maintain our commitment to help developing 
countries confront the crisis of poverty which denies so many 
of our fellow men and women a decent standard of life. We 
should use our influence in the international financial and 
development agencies to secure more investment in developing 
countries and a resolution of the crisis of international debt. 

Contributions to the international community of this kind 
are an Important dimension of Labour's approach to foreign 
affairs. We believe that the British people want to play that 
constructive role, which should be a source of genuine 
patriotism. 

This document is intended as an interim report. There is 
still much more work to be done in a number of policy areas. 
So far we have received over fifty submissions of detailed 
written evidence and more are expected. We are also benefiting 
from contributions made at the various Labour Listens events 
and more general submissions of evidence. A comprehensive 
and detailed report will be presented to the National Executive 
Committee in 1989 with a view to its being discussed at that 
year's annual conference. 

For this interim report we have looked in detail at three 
areas — aid, development and debt; Southern Africa; and 
Britain's relations with the European Community. Our 
conclusions on these are summarised below.  

debt broadly 
review of Labour's policies on aid, development and 

ebt broadly confirms the strategy we adopted before the 	
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general election. We believe that Britain can and must play. 
important part in helping to resolve the crises facing 
developing countries. We believe this for two reasons: 

Firstly, because we cannot stand by and watch while 
millions of our fellow human beings struggle for survival. Our 
commitment to help them rests on the same principles of 
justice and equality as our commitment to improve the quality 
of life in Britain; 

Secondly, because it is in our own interests to help them. 
As they progress towards greater prosperity, developing 
countries will provide new trading opportunities for Britain. 
Their economic expansion will create jobs in Britain as it 
improves lives in Africa, Asia and Latin America. 

This conjunction of moral commitment and belief in the 
urgent need for international economic expansion lies at the 
heart of our approach to aid, development and debt. There are, 
however, clear limits to what Britain can do alone, and our 
approach must involve both independent and international 
action. 

We must recognise that aid is just a part of the response we 
must make to the problems of developing countries. Indeed for 
many trade and debt relief are more important, and have just as 
direct an impact on the daily lives of the poor. We must ensure 
that our policies in all these areas are integrated fully into our 
strategy for economic and political recovery. 

Aid 

Overseas aid is the most visible part of development policy, 
and has suffered most visibly under the Conservatives. Since 
1979, Britain has drifted further and further from the United 
Nations target for aid spending, and our aid budget today is at 
a record low. Since 1979, too, less attention has been paid to 
the needs of poorer communities when the aid budget is 
allocated. 

This has damaged Britain's reputation. Britain can and 
should meet the United Nations target for aid spending, and 
we reaffirm our commitment to do so. But that financial 
commitment, substantial as it is, must be accompanied by 
improvements in the quality of Britain's aid — notably by 
focusing it once more on the needs of the poorest countries and 
the most disadvantaged social groups, including women. We 
must also pay more attention to the environmental impact of 
British aid. 

Overseas aid is both a statement of our commitment and 
an opportunity to effect real change. We have an obligation to 
ensure that our precious aid resources are used as effectively as 
possible — to get the best value for money 
for British taxpayers and for the people of developing 
countries. 

2. AID, DEVELOPMENT AND DEBT 

Developing countries are in crisis. Some, particularly in Sub-
Saharan Africa, face continuing hunger and even starvation for 
their people. Many owe massive debts to Western banks, 
governments and international institutions. All have suffered 
from adverse trade conditions and from economic recession in 
the last decade. 

Trade 

It is trade, however, rather than aid that lies at the heart of 
Britain's relations with countries in the developing world. 
Even minor changes in trade conditions can have a greater 
impact on some developing countries than changes in the aid 
programme. Increased trade — in both directions — would be of 
benefit to both them and us. 

Yet the prospects for trade are hampered by the collapse of 
international trade arrangements, in which developing 
countries have been the greatest losers. We believe the time has 
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6 come for a fresh look at international trade. We need a better 

system of regulation which recognises the mutual interests of 

develop 
ed and developing countries — and which will 

contribute towards economic recovery and renewed prosperity. 
Achieving this will not be easy and will require coordination 

with like-minded governments North and South of the 
jeyeiopment divide, particularly our partners in the European 
Community We will continue our work in this area over the 
coming year, in conjunction with the group reviewing the 
'Productive and Competitive Economy', and discuss the issues 
with a wide range of interested parties. 

Debt 
The fundamental problem facing most developing countries 
today remains their massive burden of indebtedness, much of 
which can never be repaid. That debt threatens both debtor 
and creditor nations: 

Debtors suffer because resources are diverted to debt 
service from social and economic development— and from a 
curtailment of new foreign investment so severe that there is a 
net outflow of money from many developing countries. 
Creditors, including leading British banks, face the threat of 
default by one or more major debtors. Even without such 
default, the destabilisation of world economic conditions 
caused by indebtedness inhibits economic progress. 

In phase two, we will continue to develop our policy on 
international debt in the light of the changing international 
situation. We will also continue our discussions with our 
partners in the Socialist International and will present a 
comprehensive report next year. 

3. SOUTHERN AFRICA 

Labour stands firmly alongside the oppressed majority in their 
struggle for liberation; and supports comprehensive mandatory 
sanctions against South Africa. Labour will do everything 
possible to help bring about a non-racial democratic and united 
South Africa and a free and independent Namibia. 

The apartheid regime continues to dominate events in the 
region. Its states of emergency, bannings, detentions, torture 
and hundreds of killings; its repeated military attacks on 
independent neighbouring states; and its continued illegal 
occupation of Namibia have all strengthened the case for 
sanctions against the Pretoria regime. 

P W Botha and his Nationalist Party remain committed to 
the maintenance of a white controlled racial power structure. 
The liberation movements of Southern Africa, the African 
National Congress of South Africa and the South West Africa 
People's Organisation of Namibia have stepped up resistance 
inside their countries whilst attracting wider support from 
abroad. 

Labour's three point plan is to: 

support vigorous United Nations, Commonwealth and 
EC action against apartheid; 

support the frontline states who have been victims of 
South Africa's military and economic destabilisation; 
and 

give humanitarian assistance to the liberation 
movements of South Africa and Namibia, the ANC 
and SWAPO. 

4. PROGRESS IN THE EUROPEAN 
COMMUNITY 

At the next general election, Britain will have been a member 
of the European Community for almost twenty years. Since 
Britain joined in 1973 democratic socialists in Greece, Spain 
and Portugal have brought their own countries into the 
Community just a few years after the fall of dictatorships there. 

Britain is now a member of a Community comprising 
twelve sovereign nations and 320 million people. And today, 60 
per cent of Britain's trade is with them. Indeed, our whole 
pattern of trade, the way our economy works, our foreign 
relations, have all changed radically over these years of 
adjustment. In the rest of Europe, EFTA and Comecon 
countries are now considering a closer economic relationship 
with the Twelve. Britain could not withdraw from the 
Community without huge damage to our economy and ruined 
relations with key trading partners. 

Enlargement has made the European Community socially, 
economically and culturally more diverse. What is now 
essential is a fundamental change in the political and economic 
direction of the Community in order to overcome any obstacles 
to progress represented by the Rome Treaty. 

Its obsession with an outdated, expensive and unworkable 
agricultural policy and with its plans to create an "Internal 
Market" by 1992 could now lead to a Community dominated 
hy the demands of sectional interests rather than by the needs 
of its citizens. There is a danger that the Internal Market will 
lead to a concentration of industry in those parts of Europe 
where it is already strongest. There is also a danger of a two-tier 
Europe with the governments of the weaker economies — 
including Britain's being obstructed from pursuing active 
industrial policies. But there are also many new opportunities 
which offer scope for progress. It is this scope for progress 
which offers the Labour Party, together with other democratic 
socialists throughout Europe, the opportunity to transform the 
Community. 

Labour will work within the Community to achieve our 
democratic socialist objectives in Britain and construct a new 
agenda for Europe. The European Community will not serve 
British interests unless there is a Labour Government in Britain 
committed to fighting for a square deal on jobs, industry and 
democratic accountability. 

Labour's Approach: A New Deal for Europe 

Labour's aim is to secure a democratic Community in which 
Britain can flourish as part of a group of nations committed to 
economic and industrial progress with full consideration for the 
social, regional and environmental issues. For this we both 
need a square deal from the Common Market and a new deal 
for Community Europe. 

Our priorities for the European Community's economy 
and industry are to co-ordinate economic expansion and to 
establish a vigorous and co-ordinated industrial policy aimed at 
improving competitiveness, developing anti-trust policies and 
fostering scientific and technological advance. The Community 
should help to promote workers' and consumers' interests in 
relation to private and public bodies. There must be firm 
policies to tackle the social and regional consequences of the 
Internal Market. 

Labour wants to secure joint action in the European 
Community to reduce regional inequalities; ensure that 
companies and governments abide by clear minimum 
employment standards and working conditions; protect and 
enhance the environment including safety at work in the civil 
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nuclear power industry; action against pollution, consumer 
protection, and standards of accommodation and living 
conditions in urban and rural communities; and enhance the 
status and rights of women in the Community, most 
importantly in the field of employment. 

The European Community also needs an agricultural 
policy which puts decent quality food in the shops at the lowest 
prices achievable; ensures a decent living for farmworkers, 
farmers and all those who gain their livelihood from 
agriculture; removes from consumers the heavy burden of 
agricultural support; and encourages balanced, 
eiR uninentally-sound agricultural development. 

The budget crisis needs a permanent solution. Part of this 
could be the agreement to collect European Community 
revenues on a GNP-based calculation rather than a VAT-based 
one. This is clearly more equitable in the long term. 

The European Community, as a group of Western 
industrialised nations, now has a particular distinct role to play 
in the wider world by itself. It is crucial that it play a lead role 
in the recovery of trade, income, and jobs in the OECD 
countries. As a multilateral aid agency it should also play a 
positive role in developing countries. 

So Labour supports an active European Political Co-
operation policy which reduces east-west tension and plays a 
vigorous role on the side of peace, freedom and justice in the 
world. Labour will also work to achieve the mutual dissolution 
of NATO and the Warsaw Pact. 

Labour's approach is to establish practical and coherent 
programmes to meet the needs and challenges of the European 
Community in the 1990s. None of the above is a panacea. Each 
policy will be backed up by national action to advance the 
essential interests of the British people and the industrial 
economy on which the future of Britain as an efficient producer 
and effective partner depends. To this end we will continue to 
review the best way of dealing with the consequences of the 
European Community Act and the Single European Act. Only 
a Labour Government will provide this. 

5. DEFENCE 

The fast moving developments in world events following the 
US-Soviet Summits will have their effect on our review of how 
Labour's non-nuclear defence policy can best meet the 
challenge of the 1990s. These developments emphasise the 
relevance of this policy. 

Labour welcomes the INF Treaty and the quickening pace 
in arms reduction negotiations between the superpowers. A 
Strategic Arms Reduction Treaty will have an impact on the 
Trident programme. 

Furthermore our review of defence policy will have to take 
into account moves towards a treaty to ban chemical weapons 
and moves for arms and troop reductions in Europe through 
the Conventional Stability talks. It will be important to monitor 
and oppose any Conservative acceptance of NATO force goals 
which would involve the storage of chemical or biological 
weapons materials in the United Kingdom or any clandestine 
moves to compensate for systems eliminated by the INF 
Treaty. 

We are continuing our discussions with our socialist 
partners in NATO and others, and we are intensifying our 
work. We intend to present a comprehensive report next ye. 
In the meantime we consider that nuclear weapons create 
hostility and distrust which stunt the lives of individuals and 
communities across the world and that reliance on such 
weapons of mass destruction cannot contribute to the effective 
defence of our country or to the collective security of nations. 

6. CONCLUSION 

As we said earlier, this is an interim report of our work on 
Labour's defence and foreign policy. In this interim report we 
have set out to do four things: 

we have cited some of the basic values that must guide 
our foreign policy — and placed them in the context of 
the world as it will be in the early 1990s; 

we have described our approach to aid, overseas 
development and the debt crisis that threatens both 
developed and developing countries; 

we have asserted our commitment to the oppressed 
majority in South Africa and to the end of apartheid; 

and We have shown how the next Labour government 
will take positive advantage of our membership of the 
European Community to meet the needs and 
challenges of the 1990s. 

Our foreign policy must reflect the values of our 
democratic socialism. We will use our influence constructively, 
both in Britain's interests and in those of the wider world 
community. Our work on this will continue, and we will 
present a comprehensive report to conference next year. 

Appendix 

The Britain in the World Policy Review Group was established 
to consider the following issues: 

International relations; common security; the European 
dimension; defence policy; and North/South issues of co-
operation and development. 

The National Executive Committee and the Shadow 
Cabinet asked the following to serve as members of the Group: 
Tony Clarke (Joint Convenor) 
Gerald Kaufman MP (joint Convenor) 
Gwyneth Dunwoody MP (NEC) 
Joan Lestor MP (NEC) 
Denzil Davies MP 
Stuart Holland MP 
Martin O'Neill MP 
George Robertson MP 
David Martin MEP 
Ron Todd (TGWU) 
Joint secretaries: Mike Gapes and Matthew Hooberman. 
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Ian Stewart has sent me a helpful letter, attached, together 

with a transcript of Kinnock's recent interview. 

Kinnock reaffirmed Labour's 'position' that basic rate taxpayers 

would not be worse off with them. I think there are at least 

five lines of attack on that: 

i. 	How does Kinnock square this pledge with Labour's 

commitment to abolish the UEL on employees NICs, which would 

make 2 million (?) basic rate taxpayers worse off? 

How does Labour's commitment to '25p people' square 

with their opposition to successive basic rate cuts from 

29p to 25p? 

Have Labour now dropped their pledge to abolish the 

Married Man's Allowance, making 12 million people worse 

off, yes or no? 

The numbers don't add up. You can't fund a reduced 

rate band of any significant width from increases in the 

top rate. 

Have Labour now abandoned all their pledges on social 

security which they were once going to fund from increases 

in higher rate taxation (the so-called poverty package)? 

Of these, I think the first is probably the best. 



In general, I'm wary of having a really full blooded go at Labour 

on tax. It is so easy for them to shift their ground between 

now and their 1989 Party Conference, the point at which they 

have claimed they will commit themselves. What's more, having 

pulled out all the stops during the election, I doubt whether 

I could get the press really interested in another flurry of 

Labour tax plans stories. 

You might want to discuss this in Prayers on Wednesday, when 

Ian will be there. 

All the same, perhaps we could make something of this in the 

Party Conference speech. 

A G TYRIE 
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On a first reading this would seem to be a more useful source of 

speech material than 1st Order Questions knockabout. The general 

flavour is a mixture of wishful thinking bearing some similarity to 

the Conservative Manifesto and lip service to Labour Party 

principles. Platitude makes poor knockabout, and raises more the 

question "But can they deliver?". Below, however, I have indicated 

some points which could be made in response to the chapter 'A 

Productive and Competitive Economy'. 	I will discuss with Andrew 

Tyrie whether the document contains enough detail for a costings 

exercise. 

Section 1, paragraph 2: This leans heavily on the coming 

'technological revolution' and the need for appropriate training. 

We might draw analogy with Harold Wilson's 'White Heat of 

Technology'. On training/education for the technological age, we 

might say that we therefore expect Labour to support the City 

Technology College initiative. 

Section 1, paragraph 4:  Asserts that Britain is failing to 

modernise the economy and thus losing competitiveness. 	Counter 

with high investment by industry currently and expected. 

Manufacturing productivity growth and economic growth show Britain 

becoming more competitive - a trend reinforced by the Budget tax 

cuts. 

Section 1, paragraph 6: 	Asserts that "Our current pattern of 

economic growth .... erects barriers that inhibit flexibility". 

That's rich when serious labour market inflexibility derives from 

the Trade Unions. 
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Section 2, paragraph 3: 	Says "Manufacturing investment has still 

not returned to its 1979 level". I think that's wrong.- A\j.--IcrgQ11- 
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Section 2, paragraph 4: 	"Pre-1979 policies of economic management 

will not be adequate". Really?! 

Section 2, paragraph 7: 	"Success follows only if society as a 

whole, with government playing a major enabling role, creates the 

conditions and accepts the responsibilities to enable everyone to 

make their full contribution to the production of goods and 

services." The evidence of the '70s is to the contrary. 

Section 2, paragraph 10: 	"If individuals are to have the chance 

to make their full contribution, a new partnership between the 

individual and society is necessary: a partnership that couples 

opportunity for each individual with the acceptancc by governmenL 

of overall responsibility." Mistakenly equates society with 

Government. 

Section 2, paragraph 12: 	"Short-term market pressures do, of 

course, spur competition, stimulate innovation and widen consumer 

choice." 	Right! 

Section 2, paragraph 15: 	Ominous talk of nationalised banks - "To 

reverse this bias (against longer-term investment) and redress the 

failures to invest, we should look to the experience of other 

countries where government sometimes through the agency of 

government banks has established a sound balance between finance 

and industry and thereby has given industry a more productive and 

long-term commitment from finance." 

Section 2, paragraph 17: 	"Both sides of industry .... • Old 

Speak. 

Section 3, paragraph 1: 	More obsession with new technology. 

Section 4, paragraph 1: Recognises importance of service 

industries. 
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Section 5, paragraph 2: 	Asserts that privatised companies abuse 

their monopoly position. Evidence? Goes on to encourage the abuse 

of state monopoly. 	"We have to recognise that these monopoly 

enterprises have another role as providers nf essential services to 

the economy and the community in general, and that we need to some  

degree  

to insulate them from the short-term pressures of the market". 

Section 5, paragraph 4: 	"In some cases a change in ownership or 

control as well as regulation may prove necessary to safeguard the 

interests of the consumer and the economy." This should worry Sid. 

Goes on, however, to admit the failings of the 'Morrisonian form of 

public ownership'. 

Section 5, paragraph 5: Candidate for most platitudinous 

sentence: "In each case, the particular outcome will be one 

appropriate to the enterprise concerned, conducive to economic 

efficiency, fair to existing shareholders, of benefit to consumers 

and to employees, and helpful in securing the economic and social 

accountability that the national interest requires." 

Section 5, paragraph 5: 	Spot the non sequiteur: "Putting to one 

side the question of economic efficiency, the case for these forms 

of common or social ownership rests on the right of each of us as 

individuals to control our own lives, to participate in the 

decisions which affect us, and to share fairly in the benefits to 

which we contribute." 

Section 6, paragraph 3: 	On inner cities: "Effective change comes 

from indigenous development, encouraging the participation of the 

local community and using resources from both the public and 

private sectors." Agree. 	See the Action for the Inner Cities 

booklets. 

Section 7, paragraph 1: 	"Britain is today a more open economy 

than ever before, a trend that is sure to accelerate." T'm not sure 

this is meant to be a compliment, but should be taken as one 

nonetheless. 
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Section 7, paragraph 2: "Slow growth" seems to be somewhat 

outdated. 

Section 7, paragraph 7: 	Argues against free movement of capital 

in EC post-1992 to prevent "rapid and destabilising capital 

movements". Description of Britain as one of the "weaker 

economies" hardly justified by the facts. 

Section 8, paragraph 4: After a year of reflection state of 

progress summed up by "The common theme running through this work, 

and the springboard for the detailed work in phase two, is the 

conviction that we cannot go on as we are." 

I have had only a preliminary look at the chapter "Economic 

Equality". 

Section 5 argues against integrating income tax and benefits. 

Section 7 states the need for a "use-friendly DHSS, and asserts the 

need for "substantial numbers of extra staff". 

Section 11, paragraph 3 states: "Taxation should promote 

Britain's economic performance, not undermine it." We must have 

made this point at some time in criticising Labour's 98%/83% tax 

rates. 

Section 12, paragraph 8: 	Indicates Labour would favour a starting 

rate lower than 25%. The maximum rate would be in the range 55-60%. 

Section 13, paragraph 2: 	"Mortgage relief available to homeowners 

through MIRAS would continue to be paid under Labour" (no 

of confining it to the basic rate). 

mention 

Section 13, paragraph 6: The Inland Revenue must be properly 

staffed to give an efficient service. 

I will take a look at the remaining chapters before Thursday. 

KjQL, 
MARK CALL 
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The Chancellor was most grateful for the copy of Social Justice and  

Economic Efficiency you sent him with your note of 10 June. 

MOIRA WALLACE 
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LABOUR'S POLICY REVIEW  

Conservative Research Department 

32 Smith Square Westminster SW IP 3HH 	Telephone 01-222 9511 
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I attach an analysis prepared by the Research Department of the 
outcome of the first stage of the Labour Party's Policy Review. 

As you know, the 1987 Labour Party Conference initiated a Review 
of the Party's policies. Seven Policy Review Groups were set 
up. The membership of each included MPs, Trade Unionists and 
members of the NEC: each was chaired by a member of the Shadow 
Cabinet. Phase I of the review process was intended to produce 
a philosophical framework within which detailed policies could 
be produced in Phase II. The findings of the first Phase have 
been endorsed by the NEC and will be presented for approval at 
this autumn's Labour Party Conference (3rd - 7th October). 

Phase II of the review process is intended to construct detailed 
policies for presentation to Labour's 1989 Conference. 
Consideration of the thorny question of defence has also been 
postponed to next year: though, of course, Mr Kinnock has already 
been forced to reaffirm his policy of unilateral nuclear 
disarmament. 

The findings of the seven Review Groups were published on 10th 
June under the title Social Justice and Economic Efficiency. 
The dOcument is split in to seven sections, one for each Policy 
Review Group. 

I am sending copies of this minute and of the analysis to members 
of the Cabinet and their Special Advisers, to the Party Chairman, 
Deputy Chairman and Vice-Chairmen and to Brian Griffiths. 

ROBIN HARRIS 

RH/CR 
21.7.88 
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INTEREST RATES AND EXCHANGE RATES 

'Social Justice' states that the aim of Labour's macro-economic 
policy will be 'steady expansion, competitive exchange rates 
and low inflation' (p 3). 

The document goes on to criticise 'policies that favour high 
interest rates and an overvalued exchange rate' (p 4) though at 
no point is there any indication of how Labour would achieve 
low inflation, low interest rates and low exchange rates. 

Comment 

Labour is disingenuous in promising low inflation and lower 
interest and exchange rates. To finance increased expenditure 
Labour would have to push up borrowing. To control the 
inflationary pressures that would inevitably result, and to 
attract funds to Government debt, interest rates would then 
have to rise. The immediate consequences would be a strengthening 
of sterling. Thus, higher public spending is simply irreconcilable 
with low inflation and lower interest rates and exchange rates. 
If, as Labour appears to be suggesting, it renounces the use of 
interest rates to counter inflationary pressures, a Labour 
Government would have no effective means whatsoever for curbing 
inflation. 



SOLVING UNEMPLOYMENT 

Labour suggests that 'at the heart of a rational economic 
policy must be a commitment to full employment and to the 
measures necessary to secure it' (p 4). 

Comment 

According to Labour's own estimates 2 million people will be 
unemployed in the early 1990s. 'Social Justice' promises that 
Labour will 'create opportunities' for these 2 million and for 
'others excluded from employment' (presumably those who would 
take a job were more available but are not currently drawing 
unemployment benefit eg. housewifes, the retired, etc). 

Labour does not even try to answer the question of how it plans 
to create over 2 million jobs or how it would fund such a 
venture. They do, however, make it clear the promise of full 
employment will involve the creation of new jobs rather than 
the expansion of training schemes: 'Training programmes should 
not be a device to reduce unemployment' (p 18). Nor does 
Labour try to square its obsession with new technology - which 
is bound to result in more redundancies as capital is substituted 
for labour - with increasing employment opportunities. 

The introduction of a minimum wage (p 18) would make employers 
even more reluctant to take on workers, particularly the unskilled 
who now constitute so many of the long term unemployed. According 
to Department of Employment estimates 600,000 jobs would be 
lost if a minimum wage of £80 - the lowest level the unions are 
likely to accept - were implemented. 

The removal of nuclear weapons - which inevitably precipitate 
the withdrawal of U.S. bases - would also destroy an estimated 
60,000 jobs. 

'Comprehensive mandatory sanctions' (p 47) against South Africa 
could destroy British jobs: the Foreign Secretary told the 
House of Commons Select Committee on Foreign Affairs in December 
1985 that 120,000 British jobs would be in jeopardy, and even 
more if South Africa retaliated. 

Finally, Labour's economic policy would destroy jobs not increase 
them. High inflation and taxes would throttle enterprise. 
Repeal of Conservative trade union legislation would bring the 
irresponsible nuisance of union power. Re-nationalisation and 
controls would impede industrial efficiency. 

Background 

The Labour Party, when out of Government, has always promised 
that it has the answer to unemployment. However, every Labour 
Government has presided over an increase in unemployment. 

Since March 1983 unemployment has fallen by well over 800,000, 
the longest period of falling unemployment since the War. At 
8.4 per cent UK unemployment is below the European average. 
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RENATIONALISATION 

In order to dodge the issue of renationalisation Labour 
declares that it will 'designate a new category of company, 
the public interest company, for those industries with a 
statutory responsibility to service both consumers and the 
national interest'. These industries include the 'water, gas 
and electricity industries, and the rail, post and telecommunications 
networks'. For these industries, targets will be agreed 'in 
terms of consumer service, investment, pricing policy and 
other measures of economic performance' (p.5). 

Subsequently Labour admits that - 

'in some cases a change in ownership or control as well 
as regulation may prove necessary to safeguard the 
interests of the consumer and the economy' (ibid). 

Comment 

Labour is simply changing its rhetoric - without changing the 
substance of policy. Before the last election 'nationalisation' 
was replaced by 'social ownership' - and now the name is to 
be changed again and the threat of renationalisation veiled 
under 'public interest companies'. 

Labour admits that a change in control may be necessary for 
certain privatised industries. It does not explain however 
how this will be done - but it would certainly mean shareholders 
losing control over their shares at the very least. 

Background 

Certain leading Labour figures have been more explicit about 
Labour's continuing attachment to nationalisation. 

Mr Hattersley, for instance, has said that 'the public 
utilities - gas, electricity, telecom - should be in public 
ownership ... its very much better to have a public monopoly 
than a private monopoly' (Today, Radio 4, 28th October 1987). 

Mr John Prescott, a challenger for Mr Hattersley's job, has 
added that Labour must 'recognise the importance of public 
ownership in helping Labour to achieve its economic aspirations' 
(Tribune, 3rd June 1988). 
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REGIONAL POLICY 

The twin instruments of Labour's regional policy continue to be 
intervention and subsidisation: 'We require ... the direction of 
new investment to the regional economies ... [we] will consider 
how the achieve these objectives through ... location incentives and 
controls' (p 5). The direction of private sector investment 
will be complemented by 'a new approach to decentralisation [of 
government functions]' (p 5). 

Comment 

Labour's recipe for restoring the health of our regional 
economies is precisely the same one that was tried - and failed 
in the 1960s and 1970s. Talk of 'location incentives and 
controls' (p 5) is code for subsidies to companies that 
invest in the regions and penalties for firms that locate 
elsewhere. Subsidies give an unfair advantage to recipients 
and frequently cause job losses elsewhere in the country. 
Moreover, research by the DTT indicates that the cost peL job 
'created' by Government subsidies in the 1960s and 1970s was 
about £50,000 at current prices. To 'solve' unemployment using 
such policy measures today would cost about 100 billion - five 
times the current annual cost of the Health Service. 

By controlling the location of firms Government would deter 
foreign investment and force companies to postpone or cancel 
investment decisions. Business which did relocate under pressure 
from Government would be put at a disadvantage to competitors 
which had been able to set up in the best commercial location. 

Labour's plans for an interventionist regional policy fly in 
the face of the success of this Government's approach to the 
regions - evidenced by steadily falling unemployment, buoyant 
demand and strong business confidence. A new bureaucracy to 
administer aid to the regions would only duplicate the work of 
the many existing bodies (English Industrial Estates, the 
Development Commission, Local Enterprise Agencies, the Scottish 
and Welsh Development Agencies, DTI, etc) which are already 
dealing with the problems of the regions. 
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THE TREATY OF ROME  

Labour admits that Britain's membership of the EEC may well 
be an obstacle to the implementation of the Party's economic 
policies: 

'We must be clear that the Community cannot be allowed to 
deter Britain from doing what is required to regenerate 
our economy' (p.6). 

Comment 

The Policy Review document is drawing attention to one of the 
central problems at the heart of Labour's economic policies: 
the Party's policies for import planning, exchange controls and 
selective public investment in industry and services would 
all be contrary to the Treaty of Rome and could be declared 
illegal under it. 

Background  

Dr Barry Seal, Labour's new Group leader in the European 
Parliament, has made the point even more starkly. He has 
declared that the completion of the internal market 'will 
make many of Labour's industrial and trade policies illegal' 
and the 'next Labour Government must stop it' (Tribune, 15th 
May 1988). He has also pledged to find 'ways to ensure that 
the next Labour Government will be able to carry out the 
policies on which it was elected without being impeded by the 
rules of the Common Market' (Strasbourg, 14th June 1988). 

If no way could be found, Labour would face a stark choice - 
to change its economic policies, or contemplate withdrawal 
from the EEC. 
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CLOSED SHOP 

'Giving individual workers new legal rights ... will only work 
in practice if those rights can be easily enforced; and the 
support of a trade union is, in practice the most effective way 
for an individual to secure their legal rights at work' (p 10). 
'In workplaces that are not yet unionised, a requirement to 
create a near representative management/employee forum will 
provide a means to encourage trade union membership, and thus secure 
the right to trade union recognition' (p 14). 	'It is a basic 
right for individuals to be able to join a trade union' (p 10). 

Comment 

In the 1987 Manifesto, Labour was determined merely to 'encourage 
union recognition by employers' (p 13). Now it believes it to 
be a 'basic right' to join a trade union and that employees who 
wish to join a trade union 'need the security of knowing that 
they will not be dismissed ... for doing so ... and that an 
employer will recognise a trade union acting on their behalf' 
(p 13). 

Labour carefully avoids a clear statement of its objective but 
its intention is clear: the right to join a union and the 
right for it to be recognised by an employer. 

This is the first step down the slope to the 'closed shop'. 
The suggestion that the most effective way for the employee to 
enforce his new rights is via the union, is a thinly disguised 
proposal to strengthen the closed shop, the abuse of which the 
Conservative Government has curtailed. Far from enlarging the 
freedom of workers, the closed shop restricts the individual's 
freedom of choice. 

Background  

Under the last Labour Government, the lack of any protection 
from unfair dismissal for refusing to join a closed shop resulted 
in the dismissal of some 500 employees before 1980. 

Mr Michael Meacher, Labour's employment spokesman, said last 
September that firms 'could be forced to go to arbitration' if 
they refused to recognise unions, but he preferred 'to give the 
workforce a statutory right to hold a ballot, possibly every 
five or ten years, on whether they should be represented by a 
union'. The result would be mandatory. (Independent, 8th 
September 1987). 

The joint Labour Party/TUC document 'People at Work', which was 
adopted as official policy at the 1986 Labour Party Conference, 
states that the process encouraging collective bargaining 'will 
involve ... providing for the negotiation of fair union membership 
agreements and arrangements' but there was no mention whatsoever 
of any protection for those unwilling to join a closed shop. 

• 
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TRAINING 

Labour recognises that 'it will not be possible to meet the 
economy's need for new skills simply by training school 
leavers' (p 11). Its goal is 'high-quality training opportunities 
for all' (ibid). It will ensure that 'everyone, including the 
redundant and long-term unemployed, has the opportunity to 
acquire new or improved skills so as to ... widen their range 
of job opportunities' (ibid). 

Comment 

The document's discussion of training is vague, with no detail 
of the type of schemes proposed or of cost: where will the 
money come from? There is, though, no condemnation of Government 
training schemes, so perhaps the Government can now expect 
support for YTS and for Employment Training, which both trade 
unions and Labour local authorities continue to oppose. 

Background  

This Government has developed its employment and training 
measures on an unparalleled scale and is spending some 13.2 
billion in 1988-9 - more than double what was spent in 1978-9, 
even after allowing for inflation. The new 'Employment Training' 
programme, the largest training programme ever undertaken in 
the UK, will support 600,000 places a year at a cost to the 
Government of some 11.4 billion. 



ADULT TRAINING 

Labour believes that 'many employers are reluctant to fund 
training' (p 11). Therefore it will examine 'methods of increasing 
investment in training' and 'the best means to ensure that all 
employers contribute fairly' (ibid). 

Comment 

The Government has always made it clear that employers should 
take more responsibility for training and only recently has re-
iterated the theme of 'Training Through Life'. Labour is simply 
repeating what we are already saying. 

Where it does differ is in the method of encouraging training. 
Labour does not commit itself to explaining how training whilst 
in employment will be funded. However, in Labour's policy document 
'New Skills for Britain' (March 1987) a fair contribution was 
defined as a levy into the National Training Fund which would 
be repaid if satisfactory training were undertaken. Under that 
system, employers would undertake training purely to recoup the 
levy, regardless of whether it were needed. Labour planned that 
all firms, large or small, should contribute. 



YOUTH TRAINING 

Labour considers the present post-16 system of training to be 
'old-fashioned and inefficient' (p 11). It would bring about a 
'major improvement in the education and skills of young people' 
and would integrate 'academic and vocational education' (ibid). 

Comment 

Labour again proposes what is already the case: under this 
Government, every young person can now stay in full-time training 
or education until 18. Every young person has the opportunity to 
enter work with a recognised qualification. 

Background  

The Government's TVEI is relating the curriculum more to the 
world of work - ,f900 million will be spent over the next ten 
years. YTS is now a twn-year programme; all 16 and 17 year olds 
who want it can have training in industry or commerce and the 
chance to get a recognised vocational qualification. 75 per 
cent now go on to a job or into further education or training. 
In 1987, the National Council for Vocational Qualifications was 
set up and by 1991, there will be a new structure of National 
Vocational Qualifications based on competence, covering the 
whole range of employment. 

9 
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NURSERY EDUCATION  

In the section of the document on People at Work, Labour addresses 
itself to 'individual access to education and training'. In 
order to extend opportunities for women there is a commitment to 
provide 'a comprehensive framework of day-care and education for 
children below compulsory school age' (p.11). 

Comment 

Labour has now retracted its 1987 manifesto pledge to 'make 
nursery education available for all three and four year olds 
whose parents want this opportunity' and substituted a more 
general commitment. 

However the last occasion on which Labour was in a position to 
fulfil a similar commitment (in 1974), it failed to do so. 
Capital allocations for nursery provision, for example, fell by 
some two-thirds between 1974-5 and 1978-9. 

Background  

It is for local authorities to provide for the particular needs 
of their areas; the Government aims to maintain spending at its 
present levels and to encourage diversity. Four out of five 
children now attend nursery classes, reception classes or 
playgroups; the proportion in formal nursery education has 
increased from 37 per cent to 43 per cent. 



• 
S 
STUDENT/PUPIL SUPPORT 

'There should also be a move toward income maintenance assistance 
for those in full-time education (aged 16-18)' (p.11). 

Comment 

Labour's proposal seeks to support its plan to 'bridge the divide 
at sixteen [between those who stay on at school to take 'A' levels 
and those who do not] by providing a variety of integrated patterns 
of academic and vocational education'. In fact, a variety of 
provision already exists. All Labour's proposal would achieve is 
to increase the tax burden on parents in order to pay the money 
back to their children. 

There would also be a heavy 'deadweight' cost involved in 
implementing this proposal, since many pupils stay on without 
receiving any payment. 

Background  

The proportion of 16 year olds staying on in full-time education 
has risen from 41 per cent (1978-9) to 45 per cent (1985-6) under 
this Government. 
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EMPLOYMENT RIGHTS 

Labour says there should be 'minimum legal standards for everyone 
at work, whether full-time or part-time, permanent or temporary, 
whether unionised or not, whether in large companies or small'. 
Labour will therefore legislate for 'rights on unfair dismissal, 
the minimum hourly wage, the minimum paid holiday, maternity 
and paternity leave, anti-discrimination, health and safety 
standards, rights to participate in a union, and fair disciplinary 
measures' (p 12). 

Comment 

If Labour is serious about its commitment to full employment, 
then its task will be made exceptionally difficult by this 
proposal. The key to solving unemployment does not lie in placing 
unnecessary burdens or regulations on employers. Superfluous 
regulation increases employers' costs and inevitably has a 
negative effect on employment. This is particularly true of 
legislation intended to protect part-time workers and consequently 
in the past there were fewer opportunities for part-time work 
than there might otherwise have been. Flexible part-time work 
is particularly welcome to women, and therefore regulations 
which tend to reduce its availability place women workers at a 
disadvantage. 

Labour proposes that these 'rights' should apply equally to 
both large and small companies. The Government has generally 
been more relaxed towards small firms, recognising their job-
creating potential and the difficulties for the small businessman 
in complying with some of this legislation; difficulties which 
lead to reluctance to create job opportunities, especially for 
women. 

The rights of people in employment have to be balanced against 
the needs of the unemployed. 

A more flexible labour market, not a more rigid one, will create 
jobs. 

• 
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EMPLOYEE PARTICIPATION 

Employees 'must have ... a very real influence in their enterprise 
or workplace. They should be enabled and encouraged to contribute 
to a partnership in their workplace'. Employees must have 'a 
right to information and consultation, and ... an influence on 
decision-making on the issues which most affect them ... All 
employees, whatever the nature of their work or workplace, 
should have access to an appropriate forum where issues of day-
to-day concern can be considered by employers and management' (p 13). 
Labour would provide 'state funding' (p 14) to trade unions to 
train representatives for this forum. 

Comment 

Employee participation in principle is desirable; but it must 
depend on decisions by individual companies, not exist as a 
statutory right. Labour are keen to give more power to the 
trade union leaders to interfere in the smooth running of 
companies. The prime goal, however, should be to work for an 
efficient and competitive company which secures jobs. Labour's 
proposal distracts people from that main objective and involves 
a bureaucratic and costly burden on employers, whilst state 
funding is provided for the unions. 

The proposal only suggests funds for trade unions, and not for 
employees in non-unionised companies. 
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TRADE UNIONS 

Labour is determined that 'the trade unions will have an 
essential part to play in the 1990s' since 'most people ... 
believe ... that trade unions are essential to protect individual 
employees and improve pay and working conditions' (p 10). Labour 
will promote 'effective trade unions' to redress the 'unequal 
balance between employers and employees'(ibid). 'Recent 
experience', it says, 'has shown that the Conservative government's 
anti-union legislation has not suppressed industrial conflict 
and strikes' (p 14). 

Comment 

Labour refuses to acknowledge in any way the major improvements 
in industrial relations over the past 9 years. Strikes have 
been at their lowest for almost Fifty years and the number of 
working days lost, at its lowest for almost a quarter of a 
century. Union leaders have become more accountable to their 
members and the number of single-union no-strike agreements has 
risen rapidly. 

The phrase 'an essential part to play' is deliberately vague - 
could it mean a National Economic Assessment, as outlined in the 
1987 Labour manifesto, in which trade unions are involved in 
determining government economic and social policy? 

Labour mentions an unequal balance which needs to be redressed. 
Labour seems to be encouraging a re-run of the 1970s which saw 
the Social Contract disintegrate into the Winter of Discontent 
of 1978-9, with 9.5 million working days lost in strike action. 

Labour claims that most people believe trade unions are essential 
to protect employees, yet a MORI poll (The Times, 13th June 
1988) shows that 38 per cent of those polled believed that 
unions had too much power and just 18 per cent thought they 
had too little. 

Background  

Mr Bryan Gould has confirmed that 'the trade union movement 
would be brought back into the decision-making on the economy 
under a Labour Government' (Independent, 3rd February 1988). 

• 
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SECONDARY PICKETING 

Labour will remove the 'ban on all types of sympathetic action' 
(p 14). 

Comment 

Labour is prepared to return to the days of secondary picketing 
and the flying pickets of the late 1970s, so denying individuals 
the right to go to work when they are not involved directly in 
an industrial dispute. In 1980, when the ban on sympathy action 
was enacted, 79 per cent of trade unionists supported the 
elimination of secondary picketing. (The Times, 31st January 
1980). 

Background  

The Employment Act 1980 made unlawful secondary picketing and 
flying picketing of the sort which was the source of great 
concern during the industrial disputes in the Winter of 
Discontent, including those involving lorry drivers, local 
authority and health service workers. 

The legalising of secondary action would mean a return to the 
kind of mass picketing witnessed at Saltley Coke Depot in the 1972 
miners' strike and during the dispute at the Grunwick film 
processing laboratory in the summer of 1977. 

• 



• 	- 16 - 

• 
SECRET BALLOTS 

Labour says that it supports 'ballots before strikes' (p 14) 
and believes union members 'should have the right to a secret 
ballot on decisions relating to strikes as well as in the 
election of union executives' (p 14). However, in some strike 
circumstances, it will be content or the ballot to take place 
'subsequently' (p 14). Members will not have recourse to the 
courts if no ballot is held but an 'appeal to an independent 
tribunal' (p 14). This 'right' to a secret ballot will, however, 
be 'translated into union rule books' and enforced 'through the 
independent tribunal' (p 14). 

Comment 

No mention is made of a secret ballot for votes on the continuation 
of a political fund. Will these no longer be necessary? 

Are the secret ballots in the election of union executives to 
be workplace or fully postal, as under the Employment Act 
1988? From what Mr Meacher has said during debate on the Employment 
Bill (Hansard, 3rd November 1987, col. 829), they would presumably 
be workplace - the turnout may be higher but union members are 
concerned at the correct running of the ballot. There is ample 
evidence of ballot rigging from the TGWU and CPSA elections in 
1984. 

There is no proposed statutory right to a pre-strike ballot 
and the ballot will not even be pre-strike at all in some 
cases. Rather, this 'right' is to be written into union rule 
books. This had little effect during the miners' strike in 
1983-4, when Mr Scargill persistently refused to hold a ballot, 
although it was written into the NUM rule book. 

Background  

A MORI poll showed that 70 per cent of trade unionists backed 
the proposal (now law) that individual nnion members should 
have a statutory right to obtain a court order preventing their 
union from calling them out on strike without first holding a 
secret ballot (The Sunday Times, 6th September 1987). 

Mr John Prescott, a former Labour employment spokesman, has 
admitted: 'I personally do not believe in pre-strike ballots. I 
do not think they work' (Financial Times, 5th September 1986). 

Mr John Evans, another Labour spokesman, has also declared that: 
'Trade unionists also seek and expect rights to secret ballots 
on strikes ... [but] not necessarily before a strike ... but 
within a reasonable time if the strike continues' (Labour Party 
Conference, 30th September 1986). 



• 
WEAL OF TRADE UNION LEGISLATION 

(a) 'No reasonable and objective Government ... could allow the 
four Employment Acts of 1980, 1982, 1984 and 1988 to stand as 
they are'(p14). Measures which are described as 'most 
objectionable' and which would be removed, include: 

'Protection by law against union disciplinary action for a 
minority who have refused to accept the ballnt decision of 
a majority in the union to take industrial action' 

Comment 

A MORI poll showed that 47 per cent of trade unionists supported 
the proposal to prevent the disciplining of members who refuse 
to strike (The Sunday Times, 6th September 1987). Labour is not 
prepared to allow the individual to decide whether to take 
industrial action; instead, the union is to decide his priorities. 

'The use of ex-parte injunctions - taken out at only a few 
hours notice and without the union side being able to be 
present - in order to frustrate legitimate industrial 
action.' 

Comment 

Labour would thus allow the unions to delay any court action 
'nought by employers. 

'The revival of the liability in tort of the union ... 
which had been excluded since 1906, and which has led to 
penalties of sequestration out of all proportion to the 
cause. 

Comment 

By ending the unions' liability in tort, Labour would effectively 
also end the possibility of sequestrating a union's assets. 
The threat of sequestration has proved useful to employers who 
have increasingly gone to the courts to end unlawful industrial 
action. 

(b) Labour is determined that 'workers engaged in a legal strike or 
industrial action must have protection against unfair dismissal 
by their employer'(p14). This presumably would mean that an 
employer could not sack anyone on strike, even if in breach 
of their contract of employment. 

Background  

Mr Kinnock has said that Labour's commitment is to 'clear it 
[Conservative trade union legislation] and to ensure that ... 
union members are democratically in control of their unions and 
you don't need the library of Tebbitry in order to ensure that 
that takes place' (Weekend World, 10th April 1988). 

By removing Conservative trade union legislation, Labour would 
be reversing the great strides taken to boost union democracy. 
This would lead straight back to the era of the 
Winter of Discontent. 
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COUNCILS IN THE ECONOMY 

The Document declares that 'Labour Councils have already demonstrated 
how local enterprise can bring employment opportunities to even 
the most depressed communities' (p.18). 

Labour praises 'the advantages of devolving major responsibilities 
to local and regional authorities and enterprise boards' (p.6). 

Comment 

Labour wish to give local authorities significant new powers to 
intervene in the local economy. Given the prejudices, partisan 
obsessions and general incompetence of Labour local authorities, 
this could only lead to economic chaos - especially since Mr 
Hattersley says that Labour propose to give local authorities a 
power to levy a local income tax. Conservative successes in 
regenerating depressed areas have been based on removing local 
barriers to success - such as excessive local tax bills and 
regulations. 

Background  

Labour's 1987 Consultative Paper Local Government Reform in  
England and Wales told Labour councils to prepare for 'an 
inteventionist role within the private sector' (p.129). Labour's 
1987 Manifesto pledged to 'give local authorities in key areas 
the power to declare Public Action Zones' where they would 
'have additional resources and powers to undertake programmes 
of investment' (p.12). 

The Greater London Enterprise Board, set up the Labour controlled 
GLC, was not successful. In 1984, of the 18 companies in Which 
GLEB held 10 per cent or more of the equity share capital, four 
were in liquidation, one in receivership and nine had failed to 
provide audited financial statements; of the remaining four 
only one had made an operating profit and two had negative 
share capital and reserves. The affairs of GLEB were investigated 
by the Fraud Squad (The London Standard, 18th October 1985). 
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• 
POVERTY  

'The 1980s have been a period of unprecedented prosperity 
for those at the top. By contrast, those at the bottom of 
the income league have fallen further behind' (p17). 

Comment  

Labour, whose own policies in Government so signally failed to 
improve living standards, fail to grasp that wealth creation 
has benefited those at all income levels in Conservative Britain. 
The latest low-income statistics show that living standards 
have been rising significantly and that those with the lowest 
incomes have shared in the improvements. Indeed, between 1981 
and 1985 the average incomes of those in the bottom tenth rose 
by over 8 per cent - well ahead of the average increases for 
the population as a whole. 

Background  

The Real net income:- 

of a married man, with two children, on half average 
earnings increased by just 4.2 per cent between 1973-4 
and 1978-9 but by 21.5 per cent between 1978-9 and 1988-9. 

of a married man, with two children, on average earnings 
increased by just 0.6 per cent, between 1973-4 and 1978-9 
but by 27.5 per cent between 1978-9 and 1988-9. 

of a single person on half average earnings fell by 1.0 
per cent between 1973-4 and 1978-9 but increased by 25.8 
per cent between 1978-9 to 1988-9. 

of a single person on average earnings fell by 2.8 per 
cent between 1973-4 and 1978-9 but increased by 25.8 per 
cent between 1978-9 and 1988-9. 

of pensioners increased by just 3 per cent between 1974 
and 1979 but by 18 per cent between 1979 and 1985. 
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CHILD BENEFIT  

'Improving Child Benefit ... will also have a direct effect 
on family incomes' (p18). 

Comment 

The document gives no indication of how much Labour would 
increase Child Benefit by. However, Child Benefit is a 
universal benefit paid to all regardless of need. Increasing 
universal benefits is expensive and indiscriminate. Effective 
use is not made of public resources as help is given to 
all. If the money is directed through the Income Support 
and Family Credit Rate, as this Government has done, more 
help can be given to those on the lowest incomes. 

Background  

Beneficiaries - 7 million families with 12 million children 

Cost £4.5 billion 

Rate per child £7.25 

• 
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CONTRIBUTORY BENEFITS 

'Where necessary, payment of basic benefits should not turn 
on contributions, but on qualification for the conditions it 
covers - old age, unemployment, maternity or disability' (p19). 

Comment  

The Government attaches great importance to the contributory 
principle. People would much prefer to receive a pension or 
unemployment benefit after making regular payments whilst in 
work than to have to rely on means tested benefits paid for by 
taxpayers. Entitlement to a contributory benefit should be 
dependent on a contributory record. It would clearly cease to 
be a system of national insurance if entitlement was based on 
qualification for the conditions it covers. 

Background  

Nearly £25,000 million is spent on contributory benefits including 
£18,500 million on the retirement pension which goes to more 
than 91 million people - 1 million more than in 1979 - and 
which has been increased in line with the cost of living. The 
Government spends a further £20,400 million on non-contributory 
benefits which include disability benefits, Income Support, 
family benefits and Housing Benefit. 



PENSIONS  

The review intends to look at a restructuring of the State 
Earnings Related- Pension Scheme 'to provide adequate pensions 
and honour the higher contributions paid on the promise nf 
higher pensions' (p20). 

In addition 'Labour will insist that all private [pension] 
schemes must match the commitment of our social insurance 
pension to provide an adequate earnings related pension 
protected against inflation' (p20). 

Comment 

A return to the old scheme would present taxpayers in 50 years 
time with a bill in excess of £25,000 million - far higher than 
the bill for paying pensions today - when the number of people 
paying national insurance contributions at the time may be far 
smaller in number than now. Their proposals for private pensions 
will limit choice and discourage the spread of occupational and 
personal pensions. Employers and personal pensions providers 
would not be able to set up pension schemes on a money purchases 
basis but would instead have to make the open-ended promise of 
a salary-related pension. 

Background  

The changes to SERPS: People retiring after 2009 will now 
receive a SERPS pension based on 20 per cent of average lifetime 
earnings instead of 25 per cent of the best 20 of those years. 
No one retiring up to the end of this century will be affected. 
There will be special arrangments to help those retiring between 
then and 2009. 

People who are looking after children, or who are disabled or 
looking after someone who is disabled, will still be able to 
qualify for a full SERPS pension on the basis of as little as 
20 years earnings. 

Occupational Pensions Employers who set up 'money purchase' 
schemes will be able to contract-out of SERPS. Pensions will 
grow according to the performance of the investment made with 
the contributions whereas the existing salary-based schemes 
make open-ended commitments tied to salaries in the distant 
future. 

For a five year period an extra 'rebate' - worth an additional 
2 per cent of earnings - will be put into schemes by the Govern-
ment. 

Personal Pensions For a period of five years the Government 
will add the same 2 per cent special financial incentive which 
is to be given to new occupational schemes. There will also be 
tax relief and a rebate from National Insurance Contribuations. 
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FAMILY BENEFITS  

'Our view is that we should attempt to deliver a level of 
benefit that enables the family not merely to survive but to 
participate in Society' (p20). 

Comment  

The document gives no idea of how much benefit levels would 
need to increase but this could clearly have significant public 
expenditure implications. Furthermore, any increase in benefit 
levels would be likely to make people more dependent on benefits 
and trap more people in unemployment and poverty. 

Background  

Child Benefit - Cost £4.5 billion 
- Rate £7.25 a child 
- Beneficiaries 7 million families with 12 

million children 

One Parent Benefit - Cost £170 million 
- Rate £4.90 a family 
- Beneficiaries 610,000 families with 

915,000 children 
- Up 20 per cent in real terms since 1979 

Family Credit - Cost £400 million 
Rates - 	Adult Credit 	£32.05 

Child Credit 
18 	 21.35 
16-17 	 14.70 
11- 15 	11.40 
Under 4 	6.05 

Threshold 	51.45 

Beneficaries - 470,000 

More than twice the cost of Family Income 
Supplement with more than twice as many 
families to benefit. 

• 
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DHSS OFFICES  

'Clients of the DHSS ought to feel at least as welcome when 
claiming benefit as when spending it at their local shop. This 
requires substantial numbers of extra staff reception areas 
that are more hospitable, and a commitment by the DHSS to 
publicise and market the take-up of benefits. The essence is a 
change in attitudes: a recognition that benefits are not'state 
charity', but a fund to which we all contribute and from which 
we are all entitled to draw (p20). 

Comment  

According to a recent Gallup Poll for the National Audit Office 
(NAO DHSS: Quality of Service to the Public at Local Offices, 
Commons Paper 451, DHSS) some three-quarters of claiments are 
satisfied with the service. However, the Government is taking 
steps to improve the service which is provided. A significant 
new offices programme is under way to improve facilities for 
both staff and claimants. A major computerisation programme is 
also under way: over 3000 micro-computers have already been 
installed in local offices. Within the next 12 months the 
Government will start linking all local offices to main-frame 
computers, providing a full-computerised service for pensions 
and Income Support. 

Labour's overall approach to benefits threatens to make more 
people dependent on the state rather than giving people a hand 
out of unemployment and poverty. 

Background  

Take-up of most benefits is already high. £9 out of every £10 
of income related benefits which is potentially payable is 
claimed. The Government expect take-up of the new Family 
Credit to be higher than that for Family Income Supplement. It 
will be better and more widely known becuase it will go to 
twice as many people at twice the cost, and the higher amounts 
of benefit will be a greater incentive for people to claim. 	In 
addition there was extensive publicity to coincide with the 
start of the new scheme. 
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411 	SOCIAL SECURITY REFORMS  

'We will take immediate steps to remove the worst features 
of the Conservatives' new scheme, such as the Social Fund' 
(p20). 

Comment  

It is not clear what Labour means by removing 'the worst 
features' of the new systems. However, if the social 
security reforms were reversed nearly four out of ten 
people - 3,190,000 in total - on Income Support, Family 
Credit and/or Housing Benefit would be worse off. Some 
1,270,000 would lose E3 a week or more including 240,000 
pensioners, 630,000 families with children and 190,000 
sick and disabled people. It would mean that benefit would 
be more difficult for the public to understand. In addition 
thousands of people would again find themselves caught in 
the unemployment and poverty traps - some facing combined 
tax and benefit withdrawal rates in excess of 100 per cent. 

A return to the system of single payments would make those 
on Income Support more dependent on benefits and would 
discriminate against people in work whose incomes are only 
just above the Incomes Support level. 

Background  

The Social Fund will provide loans or grants to people 
on Income Support instead of single payments and will 
also provide maternity and funeral payments which are not 
discretionary, cash limited or loans. Community care grants 
will be available for particularly vulnerable groups which 
are not repayable. 

It is fair to expect people on Income Support to budget 
for one-off items just like other people whose incomes 
may only be a little higher. 

For exceptional needs a discretionary scheme will be 
more flexible than the regualted single payments scheme. 

Single payments were unfairly distributed - in one year 
80 per cent of the money went to less than one in ten of 
the claimants. 

The Social Fund, which will cost £200 million in 1988-9, 
has to be put in the context of Income Support which 
will cost £8,000 million a year. The Social Fund Budget 
will be broadly equivalent to spending on single payments 
in 1987-8. 

The cost of single payments increased fivefold even after 
inflation between 1979-80 and 1985-6. During that time the 
number on benefit increased by about three-fifths. It was 
therefore no longer just a system of exceptional payments. 
Indeed, one office received 4,000 applications for furniture 
payments in a few days. 
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HOUSING COSTS  

Labour will remove 'the arbitrary exclusion of the first 
20 per cent of the rates bill; the new capital rules that 
stop benefit going to pensioners with savings; and the 
ferocious taper of 85 per cent on Housing Benefit' (p21). 

Comment  

Labour's proposals would reduce the accountability of local 
councils and would give benefit to people with large amounts of 
savings when many of the taxpayers who are paying for the 
benefit have no savings and only modest incomes. They would 
also taraget benefits less effectively since a reduction in the 
tapers would mean that Housing Benefit would go to people on 
reasonable incomes. 

Background  

Housing Benefit already goes to nearly one in three of all 
households. It costs over £5 billion a year. 
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HOUSING/MORTGAGE TAX RELIEF 

The Document fails to produce any new policies un housing at 
all. Instead it merely declares that it will seek to 'question 
the imbalance between the subsidy given to the wealthier home-
owners and the decline in support for the poorest tenants' (1' 21). 

Comment  

This is Labour's latest way of saying that it would limit 
mortgage interest relief to the standard rate of tax. 

The effect would be to exclude higher rate tax payers from the 
benefits of mortgage tax relief at their higher rates of tax. 
This would affect some 900,000 mortgage payers. 

Background  

Mr Kinnock has claimed in the past that Mortgage Interest Tax Relief 
is 'not defensible either in terms of the economic use of 
resources or in terms of social need' (Bournemouth, 28th October 
1986). His statement helps to clarify Labour's real intention - 
however much the party may try to disguise it. 
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TAXATION OF MARRIAGE 

Labour continues to oppose any recognition in our tax system of 
the special status of marriage in society 'Despite the recent 
Budget changes, women are little closer to financial independence 
... Since [the new married couples' allowance] is still paid to 
the husband, adminstratively the financial affairs of couples 
remain enmeshed ... This is clearly inequitable' (p 22). 

Comment 

Labour's criticism of the retention of the married couple's 
allowance is an echo of the Party's election pledge to abolish 
the married man's allowance (Times, 9th June 1987) - a move 
which would make 11 million married people worse off by at 
least 7 a week. 

Background 

The Chancellor's reform of the taxation of women in his 1988 
Budget will, for the first time, give women full independence 
in their tax affairs whilst continuing to recognise the importance 
of marriage through the introduction of a married couple's 
allowance. Labour complains that since the married couple's 
allowance goes, in the first instance, to the husband, the tax 
system will continue to discriminate against women. The only 
alternatives to the Chancellor's proposals would be to abolish 
the married couple's tax allowance - as Labour appears to want - 
or to have a complex rule for its transferral. However, having 
anything other than a very simple rule for the use of the new 
married couples' allowance would add significantly to the cost 
of the scheme and to the complexity of the tax system. It would 
also have delayed the implementation of independent taxation 
for women well into the 1990s. 

• 



• 	- 29 - • 
INCOME TAX 

'Social Justice' advocates the introduction of 'a relevant rate 
[of income tax] more closely related to ability to pay ... we 
believe that the starting rate should be lower than 25 per 
cent, and the highest rate shold be higher than 40 per cent ... 
we would not propose to raise top tax rates to levels substantially 
higher than those generally applied in other European countries, 
which are now on average fifteen to twenty percentage points 
higher than in Britain' (p 22). 

Comment 

Labour is trying to jettison the image of being the Party of 
high taxation. The implication is that under a Labour Government 
only top earners would pay more income tax; those at the bottom 
of the income scale would actually enjoy tax cuts. 

There is no possibility of Labour achieving its goals of 'full 
employment' (p 4) and banishing 'want and poverty' (p 17) 
without huge increases in public spending. To avoid the 
inflationary consequences of higher levels of Government 
borrowing Labour would have to increase the burden of taxation 
on standard rate taxpayers. Any extra revenue from increasing 
the top rate of income tax would be needed to fulful Labour's 
pledge to introduce new, lower tax rates for those on lower 
pay. 

Background  

Having voted against all the reductions in the standard and 
higher rates since 1979 - including the latest cut to 25p - 
Labour's commitment to low taxation is simply incredible. Moreover, 
the Party's pledge to abolish the National Insurance Contribution 
upper earnings limit (Hansard, c 1315, 17th March 1988) would 
hit hundreds of thousands of standard rate taxpayers earning 
between .E15,860 and about .E22,000. Labour's opposition at the last 
election, to the retention of the married man's allowance and 
its continued opposition to the married couple's allowance 
('Social Justice', page 22 - see above page 	), suggests that 
Labour plans to abolish this special allowance too - hitting 11 
million taxpayers. 
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NATIONAL INSURANCE 

'We intend also to examine the relationship of national insurance 
contributions to income tax. The present situation where the 
burden of national insurance contributions falls on those with 
low incomes, cannot be justified ...' (p 22). 

Comment 

Labour has to use one of three methods to solve what it sees as 
this anomaly. It could abolish NICs altogether or reduce by 9 
per cent the tax rate paid by all those earning less than 
£15,860. 

The alternative is to abolish the NICs upper earnings limit, a 
move which would put an extra 9p in the pound on the 5 million 
people who earn more than £15,860 a year. 

It is clear that Labour proposes to use the latter option - a 
measure which would make a mockery of Mr Kinnock's pledge that 
those paying tax at the basic rate 'would be no worse off' 
(This Week, Next Week, 5th June 1988) under a Labour Government. 

Background  

During the General Election campaign Mr Kinnock said 'We're 
going and we've said clearly for a long time to abolish the 
ceiling on national insurance contributions' (This Week, Next 
Week, 28th May 1987). Labour's position has not changed despite 
the manifest unpopularity of its tax plans as they were revealed 
during the election campaign. Mr Chris Smith, a Shadow Treasury 
spokesman, reaffirmed the pledge during the 1988 Budget debate: 
'We have made it very clear that the existence of a ceiling on 
national insurance contributions is profoundly regressive in 
the tax system, and we want a properly progressive tax system 
that does not leave that anomaly in place' (Hansard, c 1267, 
17th March 1988). 

• 
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TAX CONCESSIONS 

'Social Justice' states: 'Our tax system has been eaten away 
by a wide range ot tax breaks and dodges ... Any tax incentives 
should promote innovation and enterprise, and should help to 
enhance a productive economy' (p 23). The report suggests that 
Labour would abolish the Business Expansion Scheme but that a 
whole range of tax breaks might be introduced for, 'business 
formation in potentially productive areas ... [to] channel 
resources to the regions ... [for] the workplace provision of 
child care ... for the employment of women and other target 
groups' (ibid). The Government's reform of Corporation Tax, 
particularly the removal of tax incentives for investment have 
'little merit' according to the report (ibid). 

Comment 

Labour wishes to use the tax system as an instrument of an 
interventionist economic policy. Instead of the Government's 
approach of 'fiscal neutrality' - minimising the distortions in 
decision making caused by the tax system - Labour would introduce 
a range of tax subsidies to encourage what it regards as 
desirable behaviour. To finance new tax breaks, notably the 
re-introduction of capital allowances, Labour would have little 
alternative but to push up tax rates. In effect Labour would 
take from everyone to subsidise the implementation of its wider 
economic and social policies. 

The abolition of the Business Expansion Scheme would rob small 
and growing firms of a valuable source of investment finance 
which, since 1983, has helped over 2,000 firms raise £700 million 
of investment. Almost half the finance raised under the BES 
would not have been raised in any form without the scheme. 
Labour has not said how it would fill this investment gap 
created by its abolition of the BES. 

According to Social Justice, 'Mortgage relief available to home 
owners through MIRAS would continue to be paid under Labour.' 
The wording appears to be deliberately clouding the issue of 
whether MIRAS would be restricted to the basic rate of income tax. 
In the 1987 Manifesto Labour undertook to 'maintain mortgage 
tax relief at the standard rate of income tax'. Were MIRAS to 
be restricted to the basic rate some 900,000 higher rate mortgagers 
would lose tax relief. 
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HEALTH SERVICE CHARGES  

'Charges have no place in health care' (p30). 

Comment  

The abolition of charges would cost the NHS over Elbillion a year 
money which would no longer be available for patient care. It 
would also do nothing to help those in greatest need. For 
example, three-quarters of prescriptions are dispensed free to 
people such as pensioners, children under 16 and those on 
low-incomes. 

Background  

The Labour Party has made commitments to abolish charges at 
previous General Elections. However, it was Labour which 
introduced the power to levy charges in 1949 and which introduced 
the first charges for dentures and spectacles in 1951. They 
did abolish prescription charges before the 1966 General Election 
only to reintroduce them at a 25 per cent higher rate after it. 
The 1974-9 Labour Government failed to make good a pledge to 
abolish prescription charges. 

In 1976 Labour abolished the system of proportional dental 
charges introduced in 1971, by the Conservative Government and 
raised charges all round. In 1977 they increased the maximum 
charge for routine dental treatement by more than 40 per cent, 
for a course of treatment by 150 per cent, and for a set of 
dentures by over 67 per cent  (plastic) and 150 per cent (metal). 
In 1976 the cost for the cheapest spectacle frames went up by 
over 60 per cent. Labour raised the cost again twice - in 1977 
and again in February 1979. 

• 
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LOCAL GOVERNMENT SERVICES 

Labour want a Quality Commission to 'stress the "effectiveness" 
side of service delivery as a complement to the "efficiency" 
scrutineering role of the Audit Commission' (p.30). This 
commitment also appeared in Labour's 1987 Manifesto. 

'New management styles' pioneered by Labour Councils are to be 
adopted everywhere and experiments by Labour councils are to 
be publicised as 'flagship' services (p.30). 

Comment 

These proposals have a simple motive - the justification 
of greatly increased expenditure by Labour councils. The 
Quality Commission would doubtless identify new areas where 
more money could be spent. Far from being the 'flagships' 
for quality, many Labour councils have a record which is 
widely recognised as abysmal. 

Background  

Labour's irritation with the Audit Commission doubtless stems 
from the Commission's January 1987 report on 'The Management 
of London's Authorities: Preventing the Breakdown of Services'. 
This showed that in 8 Labour-run inner London boroughs expenditure 
was 'double that in similar deprived areas after allowing for 
the extra costs associated with employing people in London' 
(Summary) to 'provide a range of services that appears no 
better and in some cases worse' (para 31). 

Mr Tony Dykes, Labour Leader of Camden Council, undermined 
the idea of Labour councils pioneering successful 'new 
management styles' when he admitted that in his council : 
'Since 1982 our staffing has grown by 2,000 people and we 
have regraded thousands of staff upwards since 1985. Yet no 
member of the Labour Group maintains that services are 2,000 
staff better or x per cent growth better' (Quoted in New  
Statesman, 18th September 1987). 

S 
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CHOICE AND STANDARDS IN THE NHS  

The second phase of the Review will consider whether 
entitlements to choice, standards and speed of treatment 

enable individual users of the National Health Service to 
obtain better service' (p31). 

Comment  

It seems surprising that Labour should even need to ask 
this question. The White Paper on Primary Health Care (November 
1987) places great emaphasis on increasing choice and standards. 
For example, it proposes that people should be given more 
information on the services provided by family doctors and that 
it should be easier for people to change their doctor. More 
choice and higher standards of health care are also important 
themes in the Government's Review of the nations health services. 

Background  

Labour have clearly been reluctant to look at any new ideas for 
reform of the Health Service. The prefer instead to believe 
that more money is the solution to the problems faced by the 
NHS. 	Mr Frank Field, the Labour Chairman of the Social Services 
Select Committee, has criticised his own party for having 
almost no new proposals (The Independent, 12th February 1988). 
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FREEDOM OF INFORMATION/OFFICIAL SECRETS ACT 

Labour proposes a 'Freedom of Information Act': 

'the presumption of the legislation must be that all information is 
freely available. Exemptions to protect both national security and 
individual rights of privacy must be specific and carefully defined, 
and there must be a right of appeal' (p.34). 

Labour also proposes to reform the Official Secrets Act by limiting: 

'the Act to national security issues. In this respect we 
are particularly concerned that the Government's plans to reform 
Section 2 will make matters worse' (p.34). 

Comment 

The 'Freedom of Information' proposal is dangerous. The second 
proposal has now been made redundant by the Government's White 
Paper - but is itself irresponsibly narrow in its remit. 

A statutory right of access to Government information would involve 
the courts in highly controversial cases, with the potential for 
serious constitutional problems. By giving the media the right to 
see most Government plans, it would expose these to delay and 
serious interference, damaging the principle of ministerial 
accountability to Parliament. 

As to the Official Secrets Act, it would be very irresponsible to 
leave 'national security' as the only area protected. Information 
useful to criminals, received in confidence from other governments 
or which might endanger the lives of British subjects if disclosed, 
should be restricted, with the deterrent of the criminal law. 
Labour refuse to face up to the fact that open, free societies like 
ours are highly vulnerable and our security depends on effective 
arrangements for protecting ourselves. 

Background  

Labour's record in office was lamentable and was characterised by 
prevarication, and a highly restrictive interpretation of the Act. 
In 1974, they were elected with a pledge to replace the Official 
Secrets Act; no proposals appeared until 1976, and no White Paper 
until 1978. In the end, no legislation was brought forward. 
Their 1978 proposals were in important respects more restrictive 
than the present White Paper (for instance, in retaining ministerial 
certificates). 

The Government seeks to limit the areas covered by the Act to 
those which really merit the protection of the criminal law, to 
provide well-defined harm tests, and to grant jurisdiction in these 
matters to juries, where it belongs. 

Since 1979, Labour have abandoned the traditional consensus for 
leaving the Security Services out of politics. They have made 
frequent attempts to make political capital from breaches of national 
security (eg. over the Ponting and Wright cases, and the Zircon 
affair). During the hearing of the Wright case, in November 1986, 
Mr Kinnock sought briefing from Mr Wright's counsel, Mr Turnbull, 
rather than from the Government's law officers. 
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THE POLICE  

Labour say: 

"To create the necessary degree of trust between community and 
police, we also need a more effective complaints procedure, and 
directly accountable police authorities, including an elected police 
authority in London." 

The Document also calls for: 

"political initiatives to create closer working relations 
with the police" (p.35). 

Comment  

This is a simplified version of a well-established theme: 
the political control of the police. It is most undesirable that 
the police should be subject to local control, particularly of 
left-wing councils which are noted for their hostility and 
obstructiveness to the police. In a wider sense, it would be 
disastrous if the police were associated with whichever party 
happened to be in power. The effect of political control would 
be to drag the police into the sectarian and divisive causes 
espoused by many Labour councils. Apart from this, Labour's 
record, at the national level, of denying the police resources 
they need, undermines one's confidence in their pious protestations 
regarding law and order. 

Background  

All this is unchanged from the 1987 manifesto. In 1986 Mr Kaufman 
said that Labour intended: 

"to create a genuine tripartite structure of local police authorities, 
chief constables and Parliament..., to bring the police within 
democratic accountability. Locally elected representatives should 
with their chief constables, determine the nature of policing in 
their area. 

Labour would give locally elected police authorities: 

"a voice in determining the policies, priorities and methods of 
their force" (University of Hull, 2nd June 1986) 
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IMMIGRATION  

"We will....introduce a new British Citizenship Act. This would 
establish immigration laws and procedures that respect the family 
life of all those living here and do not discriminate on grounds of 
race or sex." (p.36). 

Comment  

No such Act is necessary. Our first Immigration Rule specifically 
provides that Immigration Officers should carry out their duties 
'without regard to the race, colour or religion' of would-be 
immigrants. Three times our Immigration Rules have been cleared 
by the European Court of Human Rights of accusations of racial 
bias. 

In practice, Labour want to undermine immigration controls - the 
very controls which are essential to good race relations. But 
Labour dare not admit how many more immigrants would come to Britain 
as a result of their policies. 

Background  

Under the last Labour Government, the number of people accepted for 
settlement rose by almost a half, from 55,000 in 1973 to 80,000 in 
1976. Labour then had to increase controls in 1977, bringing the 
total down to 72,000 in 1978. 

Labour has consistently advocated relaxation of immigration controls 
but equally consistently refused to acknowledge the implications - 
directly for immigration and indirectly for community relations. 
In 1986, Mr Kinnock visited India and pledged that a Labour Government 
would repeal both the 1971 Immigration Act and the 1981 British 
Nationality Act, without saying what would replace them (The Times, 
5th June 1986). Mr Kaufman, then Shadow Home Secretary, claimed 
that the net result would be no more than 1,000 extra immigrants a 
year (The Guardian, 9th June 1986). In fact, the Home Office 
estimated that the likely increase under Labour's proposals would 
be 10,000 a year. Specifically, Mr Kinnock has promised that Labour 
would give an automatic right of Citizenship to anyone born here, 
including, for example, the children of students or of illegal 
immigrants. They have also promised to remove the rule which bans 
the use of marriage as a device for gaining settlement (Daily  
Mirror, 9th June 1986). 

The Conservative Government has consistently defended the right of 
members of the ethnic minorities in Britain to live peacefully in 
equality under the law. The 1986 Public Order Act widened the 
definition of incitement to racial hatred, to cover film and other 
media, and to consider 'intention' as well as 'effect'. Government 
efforts to ensure equality of opportunity regardless of race have 
been building better racerelations, which would be threatened by 
the sort of levels of immigration seen under Labour. 
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THE LAWS ON DISCRIMINATION 

Labour intend to change the laws on sex discrimination and racial 
discrimination by: 

"shitting the burden of proof so (those) charged with discrimination 
must prove that there are grounds for the decision other than 
sex, race or victimisation" (p.36). 

Comment  

The traditional formula of "presumed innocent until proven guilty" 
would be reversed. How could an employer, who genuinely judged a 
white applicant to be superior to a black, hope for a 'fair 
trial', when the law is no longer equal in its application? 
Labour's proposal is a recipe for confusion and would serve only 
to distract employers from their proper business; it would also 
endanger good race relations. 
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A MINISTRY FOR WOMEN 

Labour propose a Cabinet Minister for women, at the head of a full 
Ministry: 

'This Ministry would be close to the centre of power in Whitehall, 
yet accessible to women through their active involvement at regional 
and local levels. It would ensure that government is informed of 
women's real needs and that these are placed high on the political 
agenda' (p.36). 

Comment  

Labour say their new Ministry would cost £10 million, and employ 
300 civil servants - but increasing bureaucracy is no guarantee of 
action. The new Ministry would only impede the work of other 
government departments which are working for women. 

Background  

This policy was introduced by the 1986 Labour conference in defiance 
of the party leadership. However, it was then included in the 1987 
manifesto (p.5), where it earned a place in the "Priority Programme" 
for the first two years of a Labour government. 

The idea is unnecessary and obstructive. Britain has the second 
highest female employment rate in the EC (after Denmark), and is 
the first UN member to appoint a Minister with responsibility for 
women's health. 46 per cent of students in higher education last 
year were women. 

The Government is working for women's safety by introducing tougher 
sentences for violent and sexual offences. For example, the sentence 
for attempted rape is being increased to life imprisonment. 



LOCAL GOVERNMENT FINANCE 

The document significantly fails to mention the future of 
local government finance at all. All that is promised is 
that 'the next stage ot the review will also look in detail 
at local and regional democracy' (p.37). Labour also want 
'an extension of democracy along the lines of the consultation 
paper on local government reform (sic) which we published in 
1987' (ibid). (This document supported capital value rates). 

Comment 

Labour have a long record of confusion and evasion on this 
topic. They are unable to produce a coherent policy on 
local government finance two and a half years after the 
publication of the Government's original Green Paper which 
proposed the Community Charge. 

The policy Which Labour is likely to adopt will combine a 
failure to extend accountability - since millions of people 
would still pay nothing in local bills for local services - 
with unfairness towards those who would pay. 

Background  

Labour's 1987 Consultative Paper Local Government Reform in  
England and Wales proposed 'the retention of rates based on 
capital values with regular revaluations'. Labour's Campaign 
Packs for the May 1987 and 1988 Local Elections supported 
this idea, but during the General Election Labour spokesmen 
such as Messrs Kinnock and Gould denied that this was Labour's 
policy. The Manifesto failed to mention any alternative to the 
Community Charge. 

Mr Hattersley has recently backed 'a mixture of property tax 
based on capital values - and local income tax' (Sedgefield, 
8th April 1988). But Labour's Local Government Spokesman in 
the House of Lords, Lord McIntosh, has since said 'it is not 
the policy of the Labour Party to replace the Community 
Charge with capital value rating' (House of Lords Hansard, 
23rd May 1988, Col 1652) and concluded that 'there is no 
formal Labour Party policy for local government finance' 
(ibid, Col 698). 

Latest Government figures, published at the end of June, show 
that if the Hattersley policy of a mixture of capital value 
rates and Local Income Tax had been in force in 1988/9, people 
on average earnings living in homes of quite modest value (three 
quarters of regional average property prices) would have faced 
local bills averaging well over £1000 in inner London and around 
£500 elsewhere. This compares with an average Community Charge 
of £238 in 1988/9. 

• 
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THE STRUCTURE OF LOCAL GOVERNMENT 

Major responsibilities in 'regional and inner city development' 
are to be 'devolved ... to local and regional authorities' 
(p.6). 

Labour 'seek to rehabilitate the central arguments for planning 
... to place our planners at the forefront of development' 
(p.41). 

There will be 'an extension of democracy along the lines of the 
consultation paper on local government reform which we published 
in 1987' (p.37) because 'Labour wishes to move to a greater 
devolution of power' (ibid). 

Comment  

Labour wish to greatly strengthen the role of local authorities 
in planning, directing and dictating local life. Power is 
once again to be concentrated in organs of the state, albeit 
at the local level, rather than dispersed to ordinary people. 

Background  

Miss Margaret Hodge, Labour leader of Islington Council, has 
admitted that the Labour councils to whom Labour wish to 
devolve more power 'are seen as bureaucratic, inefficient, 
unresponsive and paternalistic by many of those people who 
are most dependent on what we provide' (New Statesman, 18th 
September 1987). 

Labour's 1987 Consultative Paper Local Government Reform in  
England and Wales proposed inter alia a revamped GLC, abolition 
of most of the shire counties, a new bureaucratic tier of 
regional authorities, a loosening of spending controls on 
councils, an expansion of council intervention in the local 
economy. It also said Labour planned to 'give local authorities 
a general power of competence to do whatever is not expressly 
forbidden or contrary to law (p.22) - giving Labour's local 
militants virtual carte blanche. 
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A NEW GLC 

Labour's commitment to 'move to a greater devolution of power 
more generally, and the extension of democracy along the lines 
of the consultation paper on local government reform which we 
published in 1987' does not specifically mention the recreation 
of the GLC. However, the document referred to and the 1987 
Labour Manifesto committed the Party to the re-establishment of 
'a democratically elected strategic authority for London' 
(Britain Will Win, May 1987). 

Comment  

Labour's attachment to the concept of the GLC is unlikely, in 
practice, to have waned. This is despite the major savings 
which have been achieved by the abolition of the GLC and metropolitian 
county councils. As a result of the abolition of these unnecessary 
and wasteful authorities, some £240 million in revenue balances 
and £305 million in capital receipts are being passed on to the 
successor boroughs and districts. In addition, an estimated 
£100 million a year will be saved in the long term as a result 
of staff reductions. Labour's commitment to reverse abolition 
would result in the recreation of the unnecessary levels of 
bureaucracy which existed in these areas up to 1985. 

Background  

It is unclear how large a GLC recreated by Labour would be. 
According to the report of a working group established by the 
Greater London Labour Party and published in April 1987 'Some 
people argue for a wider, South East Region and some argue for 
the setting of London's boundaries at the M25 ... In the short 
term ... the most straight forward solution is to retain the 
existing boundaries'. The Labour consultative paper Local  
Government Reform In England and Wales published in February of 
that year suggested 'there could be a case for establishing two 
further regional authorities (North Thames and South Thames) 
flanking the metropolitan area'. Such a proposal would obviously 
render the Home Counties redundant. 

The London Working Group advocated sweeping new powers for the 
new authority, the abolition of the City of London and the 
removal of the Board Members of the London Residuary Body, the 
South Bank Board, London Regional Transport and the London 
Docklands Development Corporation. All these bodies would 
therefore find themselves subjected to Labour political appointees. 



S 
AGRICULTURE  

- 43 - 

   

The Policy Review does not have a section on agriculture, nor is 
it mentioned directly. However, Labour's proposals on local 
government reform have serious implications for farmers. Labour 
says that it is in favour of: 

'the extension of democracy along the lines of the consultation 
paper on local government reform which we published in 1987. 
That is the direction in which our deliberations will move' (p.37). 

Comment  

Labour's 1987 document committed the party to the rating of 
agricultural land. Labour pointedly avoids any reference to an 
unpopular policy which would either devastate farm incomes or 
result in massive food price increases. Moreover, the lack of 
any section on agriculture highlights the low priority the 
Party affords Britain's farmers. 

Background  

Labour's lack of understanding of agricultural issues has been 
admitted by Dr David Clark, Shadow Agricultural Spokesman, when 
he said that: 

'over the past few years the Labour Party's attitude has 
been dominated by the inner cities at considerable electoral 
cost in small towns and rural areas' (York, 13th February 1988). 

To acquaint themselves with agriculture he merely suggested 
that the Labour leadership 'start listening to The Archers' - 
the everyday story of countryfolk (ibid.) 
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ENVIRONMENT  

The Document says that Labour remains committed to its 1986 
Environment Statement, and claims that the Policy Review, 'with 
its wider remit, builds on much in that Statement' (p.43). 

Comment 

The Policy Review lists some of the issues addressed in the 1986 
document, such as the 'better monitoring, inspection and enforcement 
of pollution control' yet avoids references to the concrete 
proposals for more intervention which it contained. These 
included: a Ministry of Environmental Protection; an Environmental 
Protection Service and a Wildlife and Countryside Service; public 
ownership and 'democratic control' of the water industry. The 
1986 Statement was also much franker about the Party's objectives 
as regards land: 

'Labour's aim is to expand the common ownership of land. We 
intend to establish a land bank to control land already held 
in public and semi-public ownership' (page 17). 
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WORKING WITH EUROPEAN SOCIALISTS  

Labour pledges to work 'with other democratic socialists to 
transform the Community' (p.46). 

Comment  

Labour's continued hostility, albeit below the surface, to the EC 
puts it totally out of step with even its 'democratic socialist 
partners' in Europe. It is therefore far from clear with whom 
Labour could co-operate. 

The Labour Common Market Safeguards Committee makes the point 
quite boldly - 'Co-operation with other left governments 
in the EEC is unlikely to be effective.., because most EEC 
left parties accept the reactionary provisions of the Treaty 
of Rome' (Tribune, 8th July 1988). 

Background  

Labour has a disastrous record of 'cooperation' with other EC 
governments, of whatever political colour, when in office. 

Its 1975 'Renegotiation' thoroughly soured relations with our 
key trading partners, in exchange for only cosmetic reforms. 
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OVERSEAS AID  

Labour states that 'Britain can and should meet the United 
Nations target for aid spending and we reaffirm our commitment 
to do so' (p.46). 

The Document also promises - in phase II of the Policy Review 
- to 'develop [a] policy on international debt in the light 
of the changing international situation' (p.47). 

Comment 

This pledge is little more than a repeat of Labour's hollow 
1974 Manifesto commitment to reach the UN target 'as fast as 
possible'. Far from achieving that, the last Labour Government 
was forced to cut the overseas aid budget by 150 million in 
two successive years. 

Yet despite this record of failure - Labour seems determined 
to make such a commitment again. On his recent African tour, 
Mr Kinnock clarified the position further, saying that it. was 
'essential' to 'achieve within the lifetime of a parliament 
the UN target of allocating at least 0.7 per cent of our 
national income to overseas aid' (Guardian, 14th July 1988). 

This commitment to raise British aid by 21/2  times in the life 
of a Parliament would involve additional public expenditure 
of £1.7 billion - the equivalent of nearly 2p in the 	on 
income tax. 

Background  

Whereas Labour cut overseas aid, this Government has maintained 
a substantial and effective programme. The British Aid Budget 
- £1,300 million in 1987/8 - remains one of the largest in 
the world: 

Nearly 130 developing countries have received long-term help. 

The Government responded swiftly and generously to appeals 
for emergency aid: £253 million was provided between 1983-7. 

Some £1.1 billion has been spent on overseas aid between 1979 
and 1987. 
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SANCTIONS AGAINST SOUTH AFRICA  

The Document states that Labour 'supports comprehensive 
mandatory sanctions against South Africa' (p.47). This pledge 
is consistent with Labour's previous commitments to introduce 
sanctions. 

Comment 

Labour's commitment to sanctions takes no account of the 
undesirable consequences and the suffering - principally to 
the black population - such a course of action would precipitate. 
There is NO evidence whatever that sanctions would be effective 
in bringing about peaceful political change: on the contrary 
there is a substantial body of evidence that they would, in fact, 
be counter-productive. Sanctions woud simply: 

Undermine the South African economy: black employment and 
welfare would be badly affected in a country where there is 
no social security; 

Stiffen the resistance of the white populatinn to change; 

Worsen the cycle of frustration, violence and repression by 
raising false expectations of easy change; 

Undermine the stability of the region; 

Damage UK interests in South Africa and increase unemployment 
in the UK. 

Background  

Labour's latest rigid approach is quite different from the 
pragmatic stance of the last Labour Government. For instance, 
Mr Ted Rowlands, Minister of State at the Foreign Office in 
that Government, declared that : 'Economic sanctions would 
have grave consequences for ordinary people here and throughout 
South Africa. We want to use our influence with the Republic to 
promote peaceful change' (Hansard, 7th December 1977, co1.770). 
Mr Roy Hattersley agreed - 'I do not believe that a policy of 
general economic sanctions would be in the interests either 
of the British people or of South Africa' (Hansard, 7th July 
1976, co1.1354). 

Those comments of Messrs Hattersley and Rowlands were echoed 
many years later by Chief Buthelezi, Chief Minister of the KwaZulu 
homeland in South Africa : he has confirmed that sanctions 
would destroy the South African economy for both black and 
white. In a memorandum presented to the Foreign Secretary 
during his tour of Southern Africa in 1986 he said that it 
was 'mad to propose to kill the snake in the house' by burning 
down the whole house (Times, 29th July 1986). 
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Labour concedes that: 

'Britain could not withdraw from the Community without 
huge damage to our economy and ruined relations with our 
key trading partners' (p.47). 

Comment  

Labour's new-found commitment to EC membership is illusory. 
In this document the contradictory approach is quite clear - the 
veiled threat to withdraw is made right at the beginning: 

'We must be clear that the Community cannot be allowed to 
deter Britain from doing what is required to regenerate our 
economy' (p.6). And yet later the document proclaims that 
'our membership of the EC puts us at the heart of the world's 
largest trading block' (p.45). 

It continues to oscillate between its basic hostility to the 
Community and its fear of saying so too loudly. Withdrawal is 
still official party policy. 

Background  

Labour's has changed its mind five times on the issue of withdrawal. 
Since its 1983 Manifesto pledge to withdraw, the Labour leadership 
has tried to back off from what it knows is a vote-losing policy, 
whilst continuing to attempt to appease its left-wing. The threats 
to withdraw are ever more veiled (eg. 'We.... shall reject EEC 
interference with our policy for national recovery and renewal' 
(Britain Will Win, Mg 1987, p.15). But the issue will not go away: 
the Labour Common Market Safeguards Committee has declared that 'the 
next Labour Government will not be able to implement its programmes 
within the framework of the EEC' 	(Tribune, 8th July 1988, p.6). 
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A 'NEW DEAL' FOR EUROPE  

Labour pledges a "New Deal for Europe". It continues: 

'What is now essential is a fundamental change in the political 
and economic direction of the Community to overcome any obstacles 
to progress represented by the Treaty of Rome' (p.47). 

Comment  

Labour talks of a 'New Deal' but its policy document is void 
of any specific plans. It offers lofty rhetoric such as 
"Labour will work to achieve the mutual dissolution of NATO and 
the Warsaw Pact', but fails to get to grips with the complex 
detail of EC affairs. One can only guess at exactly what the 
so-called a 'New Deal' might comprise: but pledges 'to ensure 
that companies and governments abide by minimum employment standards 
and conditions' (p.47) thinly mask Labour's plans to reimpose 
restriction and regulation, which will blunt industry's hard-won 
competitive edge. 

Background  

Labour's 'New Deal' is not new. For all the fanfare, the policy 
review has not progressed from Labour's 1984 manifesto which also 
promised us a 'New Deal for Europe'. Labour's record of achieving  
a 'New Deal' when in office is disastrous. In 1975 Labour embarked 
on its celebrated 'Renegotiation': this drew much trumpeting, but 
not a single penny for Britain. 

Many of the likely components of Labour's 'New Deal' - for 
instance import planning, exchange control and selective public 
subsidy of undustry and services could be declared illegal under 
the Treaty of Rome. A Labour Government would therefore have a 
stark choice: the abandonment of its policies, or withdrawal from 
the Community. 
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DEFENCE 

The Policy Review Document dodges the issue of defence almost 
entirely. It states blandly that 'the fast moving developments 
in world events ... will have their effect on our review of 
how Labour's non-nuclear defence policy can best meet the 
challenge of the 1990s' and promises a fuller report 'next 
year' (p.48). 

Comment 

In order to avoid a devastating split within the Party the 
Document, as in so many other areas, attempts an elaborate 
balancing act: 

* It pretends that Labour's unilateralist policy is really a 
multilateralist one - by suggesting that multilateral 
disarmament between the United States and the Soviet Union 
'emphasises the relevance' of Labour's non-nuclear defence policy. 

* Yet at the same time it makes clear that Labour believes that 
Britain can be best defended without nuclear weapons - 
whether or not potential agressors still possess them. 
Labour says that 'reliance on such weapons of mass 
destruction cannot contribute to the effective defence of 
our country' (ibid). 

Background  

The efforts of the Policy Review Group to dodge the issue and 
so avoid a split in the party proved futile. For even before 
the Review Document was published Mr Kinnock pre-empted it. 
In a recent interview he suggested that 'there is no need now 
for a something for nothing unilateralism' (This Week, Next  
Week, BBC TV, 5th June 1988) - keen, as ever, to pretend that 
he was no longer a unilateralist. But his spurious attempt ended 
in disaster - and amid signs of incipient civil war in the 
Labour Party. 

In fact, Mr Kinnock's comments were not greatly different 
from those eventually published in the Policy Review - for he 
implied during the interview that Labour would unilaterally 
disarm come what may. But even a slight change in his rhetoric 
was enough to unleash civil war in his Party. 

Following the resignation of his defence spokesman - Mr Denzil 
Davies - and demands from Mr Ron Todd that he reaffirm his 
commitment to one-sided disarmament, Mr Kinnock withdrew his 
remarks and confirmed that Labour's unilateralist policy stands  
(Independent, 21st June 1988). 

But as he made clear during the General Election - that policy 
simply means 'using all the resources you have to make any 
occupation untenable' (Daily Express, 25th May 1987) - in 
other words a policy, not for defence, but for surrender. 
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Appendix  

Labour's Omissions  

A number of subjects are notably omitted from Labour's Policy 
Review Document: 

Public Spending  

No mention is made of Labour's public spending plans and 
there is no attempt to cost the various commitments made 
in the document. 

Ulster 

Although there is a lengthy section on South Africa, Namibia 
and the problems of other African countries, Labour fails 
to mention its policy on Northern Ireland completely. 

Prisons  

The Policy Review Group set up to look at 'policies to 
combat crime', chaired by Mr Hattersley, neglects to mention 
Labour's view on prisons. 

Right to Buy 

The Document makes no mention of Labour's current position 
on the sale of council homes. That position was confused 
at the last election and the Review Group has not confirmed 
whether Labour remains opposed to the Right to Buy or not. 

Opting Out  

The Policy Review Groups have made no effort to formulate 
a response to the Government's radical proposals on 
education and housing. 
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FROM: A C S ALLAN 

DATE: 25 July 1988 

MR CROPPER 
	

cc PS/Chief Secretary 
Mr Tyrie 
Mr Call 

LABOUR'S POLICY REVIEW 

You have received direct a copy of Robin Harris' minute of 21 July 

to the Prime Minister attaching the analysis prepared by the 

Conservative Research Department of the outcome of the first stage 

of the Labour Party's Policy Review. 

2. 	The Chancellor would be grateful if you and the other Advisers 

would check this, in particular to see if the comments need 

amending in any way. 

A C S ALLAN 
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3633/29 

RESTRICTED 

CHANCELLOR 

FROM: P J CROPPER 
DATE: 5 August 1988 

cc Chief Secretary 
Mr Tyrie 
Mr Call 

LABOUR'S POLICY REVIEW 

I have gone through the CRD analysis for the Prime Minister. 

It is not too bad, given that the average author has probably 

been in the Department 7.2 months. But it could be better. 

2. 	I am sending a copy to Robin, in the spirit of helpful 

criticism. 

• 



3633/31 

CONFIDENTIAL 

LABOUR'S POLICY REVIEW 

Comments 	on 	the 	economic 	pages 	in 	the  
Conservative Research Department's analysis of Labour's  
1988 documenLs  

Pl. Interest Rates and Exchange Rates.  I would be inclined 

to omit the sentence "The immediate consequences would 

be a strengthening of sterling". This is technically 

true, but I cannot help thinking that the forces pushing 

sterling up would be swamped by those pushing it down. 

Higher inflation must mean lower exchange rates, and 

everything in Labour's past and present suggests higher 

inflation. 

Solving Unemployment. Para 2. I do not think we 

should subscribe to the view that new technology is 

bound "to result in more redundancies as capital is 

substituted for labour". If adoption of new technology 

boosts the UK's competitive position, the opposite 

would be the case. 

Para 3. Furthermore the minimum wage becomes 

meaningless in an economy where an increasing proportion 

of the work-force is employed part-time or in multiple 

employments. 

Renationalisation. Might the point not also be made 

that 	multiple 	yardsticks - "consumer 	service, 

investment, pricing policy, and other measures of 

economic performance" - so confuse the issue for the 

managers that the job becomes impossible to do well. 

The smooth transition to private ownership of many 

of the former nationalised industries, and their 

subsequent success, 	indicate that - in a modern 

competitive world - straightforward private enterprise 

(subject to regulation of monopoly and other blocks 

on competition) gives the best results for all 

concerned. 



• P5. The Treaty of Rome.  In short, Labour's brand of 

economic policy would be incompatible with membership 

of the European Community. The stark choice would 

have to be made. 

P6. Closed Shop.  The first paragraph of the Background 

is not a very convincing point to kick off with. 

Councils in the Economy.  In the Comment I would speak 

of moving excessive local rate bills, not local tax 

bills. Can we be told what the Fraud Squad found 

when it investigated GLEB? 

Poverty.  In the Comment I would not use a comparison 

of 1981-85, when we are in a position to say "real 

Lake home pay of those on ½ average earnings is up 

by over 21 per cent since 1978-79". 

Child Benefit. 	In the Background, does it need to 

be made clearer that this is the present rate and 

cost. 

Pensions. 	The Comment is too imprecise. 	Twenty- 

	

five billion pounds looks a lot of money. 	But it 

is only one-sixteenth of today's GDP. If the GDP 

grew at three per cent compound, the proportion would 

be lower still. Also, it will not do to say in fifty 

years time, "when the number of people paying national 

insurance contributions may be far smaller in number 

than now". Have we any reason to believe it will? 

Family Benefits. 	In Comment, would it perhaps be 

helpful to say something about the way in which accepted 

subsistence levels have risen over the years already. 

And might it be helpful, say, to equate the cost of 

a 20 per cent increase in benefits with Xpencc on 

the Income Tax basic rate. 



P J 
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Taxation of Marriage.  The new system does a great 

deal to make women independent in their tax affairs. 

The tax return will go the woman, she will have her 

own personal allowances and she will, for the first 

time, be able to set her own allowances off against 

modest income from savings. 

Income Tax.  Mention the Chancellor's commitment to 

a 20 per cent basic rate of Income Tax. 

P31. Tax Concessions.  in his recent CPC booklet on "Tax 

Reform" the Chancellor made a number of points relevant 

to this section. The present government has removed 

a number of special tax reliefs and reduced the value 

of others - e.g. 	car benefits. 	Reduction in tax 

rates also reduces the effective value of tax reliefs. 

With Labour's top tax rates, mortgage relief would 

now be worth about £3,000 a year to the top rate payer: 

in fact it is worth a maximum of about £1,200 a year 

now. It should be made clear (line 6 of Comment) 

that Labour would reintroduce first year allowances. 

Capital Allowances themselves have never been abolished. 

P46. Overseas Aid.  £1.7 billion is not, now, the equivalent 

of nearly 2p in the £ on income tax. The full year 

cost 	of 	lp 	is 	already 	£1.6 billion 	(Autumn 

SLatemehL 1987). The point needs making, that Britain 

contributes enormously to the private sector capital 

investment that is channelled through the City of 

London. 

• 
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\\--....) FROM: MISS M P WALLACE 

DATE: 18 August 1988 

MR CROPPER 
	

cc Chief Secretary 
Mr Tyrie 
Mr Call 

LABOUR'S POLICY REVIEW 

The Chancellor has seen your minute of 5 August, and was most 

grateful to you for letting him see this modest criticism. 	He 

agrees that the CRD analysis could indeed be better. 

e")- _.„-J 	• 

MOIRA WALLACE 
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FROM: N I MACPHERSON 
DATE: 1 September 1988 

MR GILHO LY 

PS/CHANCELLOR 

CC: PS/Chief Secretary 
PS/Financial Secretary 
PS/Economic Secretary 
Sir Peter Middleton 
Mr Scholar 
Mr Culpin 
Mr Gieve 
Miss Simpson 
Mr Ford 
Mr Cropper 
Mr Tyrie 

GORDON BROWN MP: REGIONAL ANALYSIS OF TAX CUTS 

Gordon Brown published "File on Fairness No 1. 	Regional 

Imbalance: The Impact of Top Rate Tax Cuts" at the beginning of 

August. 

2. 	In it, he asserts that: 

"Almost 60 per cent of the Budget's top rate tax cuts 

have gone to the South East" (see table attached); 

"the vast majority of South East tax cuts will be spent 

rather than invested, predominantly on foreign luxury 

goods, worsening the balance of payments and adding 

pressure to interest rates" and 

'the Chancellor's answer to the growing regional divide 

has been to widen it.' 

3. 	Mr Brown has emphasised the use of an independent computer 

model and the assistance of LSE economists, but he hardly needed 

these to deduce that people in the South East received the 

majority of top rate tax cuts. As the FST's reply to 
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 Mr Nicholas Brown of 18 July indicated, around 60 per cent of top 

rate tax payers in 1985-86 lived in the South East. 	It is 

inevitable that a Budget which sharply reduces higher rates of tax 

will lead to the largest tax reductions occurring in the regions 

which have the most higher rate tax payers. 

The argument that much of the high rate tax cuts will be 

spent on imported goods is based on a Morgan Grenfell Study. 

Though it is based on a somewhat dodgy sample, there is probably 

little point in trying to discredit it, since the better off 

clearly do have different spending patterns from the poor, or 

indeed the average. Mr Brown is scandalised that "83 per cent of 

the top rate tax cuts will be spent". This implies that 17 per 

cent will be saved, a considerably higher savings ratio than the 

average, and this is probably the appropriate line of counter 

attack. 

Mr Brown's assertion of a growing regional 	divide 	is 

supported by a series of tables recording regional disparities in 

income, unemployment and investment. None of the information is 

new, and the standard line that what is good for the national 

economy is good for the regions should probably be maintained. 

Line to take 

Inevitable that regions which pay most tax will benefit 

most from tax cuts. In 1988-89, South East will 

continue to pay very much greater share of tax than any 

other region. 

Top rate tax cuts will encourage enterprise and 

initiative: this will ensure continued success of 

British economy and improve economic performance in all  

regions of the country. 

No surprise better off have different spending patterns 

from the average. Only have to look round to see that. 

According 	to 	Morgan Grenfell 	(whose 	analysis 

Gordon Brown quotes), the better off will save 17 per 

cent of their tax cuts. 	This can only be good for 

investment and the economy. 



Fall in unemployment shows success of Government 

regional policy. Unemployment rate fallen faster than 

average over last 12 months in West Midlands, North 

West, NorLh and Wales, but there have been significant 

falls in all regions, including Northern Ireland and 

Scotland. 

N I MACPHERSON 



THE 1988 BUDGET TOP RATE TAX CUT HANDOUTS 

POPULATION SHARE TOTAL % GAIN 
REGION GAIN 

SOUTH EAST £.1190m 57% 30% 

NORTHERN IRELAND E .30m 1% )Th  

WALES £ 	60m 3% 5% 

NORTH E 	60m 3% 5% 

EAST ANGLIA £ 	80m 4%  -3 

NURIH WEST - 	£ 100m 5% 11% 
'VT 

YORKSHIRE & HUMBERSIDE £ 110m 5% 9% 

EAST MIDLANDS E 110m 5% 7% 

WEST MIDLANDS E 110m 5% 9% 

SOUTH WEST E 120m 6% 8% 

SCOTLAND E 130m 6% 9% 
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FROM: MISS M P WALLACE 

DATE: 5 September 1988 

MR MACPHERSON 	 cc Mr Gilhooly 

GORDON BROWN MP: REGIONAL ANALYSIS OF TAX CUTS 

The Chancellor has seen and was grateful for your minute of 

1 September. 

NO IRA WALLACE 
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FROM: A G TYRIE 

	f'AiT 
DATE: 8 September 1988 

CHANCELLOR CC: Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
Mr Hudson 
Mr Cropper 
Mr Call 

RON TODD ON MILITANT 

Ron Todd's blindness to the dangers Militant poses for his union 

might be useful in the House, extract attached. 

Not just dinosaurs, blind dinosaurs at that. 

, 

A G TYRIE 
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FROM: MICHAEL GUNTON 

DATE; 7 SEPTEMBER 1988 

J 	. 
RON TODD ON TODAY PROGRAMME 	Sitt-  • '(ig • 

Asked whether Militant played a major role in his union's 

activities. Ron Todd, general secretary of TGWU, said "I would be 

a fool to say that we have not got active members who support 

Militant. But provided they abide by the rules and the 

constitution of the union that is ok. You cannot stop people 

talking and as long as they understand that we have the 

constitutional machinery and that their talks and meetings do not 

contravene the consitution it is alright. I see no significance in 

the development of Militant in the union." 
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FROM: A G TYRIE 

DATE: 22 September 1988 

  

PS/Chancellor 
PS/Chief Secretary 
PS/Financial Secretary 
PS/Paymaster General 
PS/Economic Secretary 
Mr Cropper 
Mr Call 

MR HUDSON CC: 

  

INDEPENDENT FORECASTS OF THE ECONOMY UNDER LABOUR AT ELECTION TIME 

Ian Stewart thought it might be useful to have a look at what 

forecasters were saying in June last year. Predictably they 

forecast a significant rise in inflation under Labour, also a 

sharp deterioration in the current account. The problem with this 

stuff is that for 1988 our growth and inflation performance is 

quite similar to the predictions for Labour by both the LBS and 

the CBI, and the outturn of the current account is going to be 

WOrSO that the predictions. So I don't._ think there's much in it 

for us. 

On the other hand the LBS's inflation predictions for Labour 

in the early 1990s looks pretty horrific. I don't think this is 

the stuff of Ministerial speeches but it might come in handy for 

interventions by backbenchers during a debate in the House: 

'Wouldn't your policies have turned a problem into a crisis?', 

using these forecasts as a back-up. 

What What do you think? 

A G TYRIE 
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GUIDELINES FOR GOVERNMENT 
If Britain is to prosper, 
British business needs: 

16 

Greater international co-
operation to bring about a 
healthier world economy 
and resist protectionism. This 
is vital to the provision of 
more jobs. 

An integrated European 
Common Market. 

Freedom from controls such 
as exchange control or 
restrictions on inward or 
outward investment. 

A competition policy which 
allows British companies to 
attain the scale and the 
effectiveness needed to 
compete with success 
internationally. 

Government support for 
exporters matching that 
provided by foreign 
governments until genuine 
multilateral reductions in 
state aids can be negotiated. 

Growth in real public 
expenditure held to below 
1% per annum and the tax 
burden reduced. 

A stable framework for 
decisions and closer 
consultations on major policy 
issues, including the Budget. 

A stable fiscal and monetary 
framework and UK entry 
into the Exchange Rate 
Mechanism of the European 
Monetary System. 

No extension of public 
ownership and control and a 
climate which encourages the 
start-up and expansion of 
sma I businesses and self-
employment. 

A system of business law 
and regulation which weighs 
benefits against the costs of 
compliance. 

11 Relief from excessive outside 
costs, especially rates. 

Fewer cost burdens imposed 
on business through 
European Community 'social 
engineering'. 

A higher priority to helping 
the unemployed without 
prejudicing economic 
recovery. 

More effective 9overnment 
measures to tacxle the 
underlying causes of 
regional problems. 

A climate encouraging free 
pay determination and 
freedom from interference by 
national statutory minimum 
wage laws or by controls 
over increase in wages. 

No retreat from the 'step-by-
step' reforms made in 
industrial relations law, with 
more time to absorb them. 

17 

18 

19 

20 

21 

An education and 
research support system 
encouraging international 
competitiveness, particularly 
in science and technology. 

More consistency in 
vocational and educational 
training and better use of 
resources, particularly in 
schools. 

Methods of judging 
infrastructure projects that 
take full account of all their 
benefits, and more-effective 
spending on the urban 
environment. 

A system of health, safety 
and environmental 
legislation based on sound 
knowledge and what is 
practicable for business. 

Consistent long-term energy 
planning, with an increased 
use of nuclear energy for 
safe, lower-cost electricity 
generation. 

1 

3 

12 

13 

14 

15 

6 

8 

9 

10 
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1986 
1987 
1988 
1989 
1990 
1991 

Effective 
Exchange Rate 

72.8 
72.1 
22.0 
65.0 
65.0 
65.0 

Dollar/Pound 
Exchange Rate 

1.47 
1.66 
1.68 
1.50 
1.50 
1.50 

y 

CONSERVATIVE: SUBDUED INFLATION/STABLE GROWTH 
GDP Consumers Unemployment Earnings RPI Current 

% Expenditure °A) ('000s) % wo Balance (£m) 

2.6 4.7 3184 7.9 3.4 -1100 

3.0 3.8 3012 7.1 3.8 -1170 

2.6 3.6 2938 6.4 3.5 -2283 

2.3 3.3 2749 6.2 4.1 -3860 

2.7 3.5 2609 5.7 3.5 -2261 

2.5 3.0 2507 5.2 3.2 -2862 

PSBR+  Tax*+  Short Term Effective Dollar/Pound 

(£m) Cuts (£m) Interest Rate (°/0) Exchange Rate Exchange Rate 

3300 10.9 72.8 1.47 

3421 9.8 72.0 1.66 

4361 3000 8.8 71.6 1.68 

4655 6000 7.8 68.0 1.60 

4943 10000 7.0 68.0 1.60 

7.0 68.0 1.60 

totals. * Cumulative Impact = 7p off Basic Rate of Income Tax. 

1986 
1987 
1988 
1989 
1990 
1991 
+ Financial Year 

1986 
1987 
1988 
1989 
1990 
1991 

LABOUR: FASTER GROWTH, HIGHER INFLATION AND TAXES 
GDP Consumers Unemployment Earnings 	RPI 

% Expenditure ('000s) % 	 oh 

2.6 4.7 3184 7.9 	 3.4 

3.3 3.4 2984 7.4 	 4.1 

4.2 1.9 2632 8.8 6.2 

3.6 3.9 2305 9.2 6.7 

3.2 3.7 2002 9.8 6.6 

2.6 2.6 1739 9.5 5.7 

Current 
Balance (£m) 

-1100 
1591 
2373 

-3952 
3489 
4378 

1986 
1987 
1988 
1989 
1990 
1991 
+Financial 

PSBR+ 	 Tale+ 	Short-Term 	Effective 	Dollar/Pound 

(£m) 	Increase (£m) 	Interest Rate (%) Exchange Rate Exchange Rate 

3300 	 10.9 	 72.8 	 1.47 

7094 	 9.7 	 67.6 	 1.57 

7706 	 9000 	 10.0 	 64.0 	 1.49 

6025 	 12400 	 11.0 	 62.5 	 1.44 

6266 	 17150 	 10.5 	 58.5 	 1.40 

	

10.0 	 56.0 	 1.40 

year totals. *Relative to Conservative Victory Case. lp on basic rate plus increase in 

higher rates. 

ALLIANCE: FASTER GROWTH, LOW INFLATION - ONLY IF INCOMES POLICY SUCCEEDS 
GDP Consumers Unemployment Earnings RPI 	Current 

% 	Expenditure 	('000s) 	 % 	 % 	Balance (£m) 

	

_1986 	2.6 	4.7 	 3184 	 7.9 	 3.4 	-1100 

	

1987 	3.1 	3.9 	 3018 	 7.1 	 3.8 	-1784 

	

1988 	4.4 	4.2 	 2770 	 6.4 	 3.1 	-2082 

	

1989 	3.3 	3.1 	 2492 	 6.2 	 4.7 	-4950 

	

1990 	3.7 	3.2 	 2076 	 5.7 	 4.3 	-2335 

	

1991 	3.1 	2.9 	 1791 	 5.2 	 3.4 	-1458 

1986 
1987 
1988 
1989 
1990 
1991 
+ Financial year 

PSBR+  
(£m) 
3300 
4927 
4607 
7198 
4078 

totals. 

	

Tax*+ 	Short Term 
Increase (£m) 	Interest Rate (%) 

10.9 
9.8 

	

3000 	 8.8 

	

6300 	 7.8 

	

10100 	 7.0 
7.0 

* Relative to Conservative Victory Case. 
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CONSERVATIVE 

Under continued Conservative rule we are forecasting further steady progress, albeit unspectacular. 
GDP is forecast to continue growing at 24% a year, with inflation remaining low, at 3-4%. 
Unemployment should fall steadily, by about 500,000 over the next 4 years. The current account 
deficit stays at manageable levels, peaking in 1989 at just under f4bn. With the PSBR held at 1% of 
GDP, there is considerable scope for tax cuts, worth f 10bn in total by 1990-91, allowing the 
standard rate of tax to be cut to 20p by the end of the period. In our projections, public 
expenditure is assumed to grow broadly in line with the plans set out in the 1987 Public Expenditure 
White Paper though with much of the contingency reserve used to cover extra public service pay and 
additional expenditure on health, education and defence. The scope for tax cuts may, however, lead 
to pressure for larger increases in public spending, so in reality tax cuts may be lower and public 
expenditure higher than in our projections. 

LABOUR 

Labour are proposing substantial increases in public expenditure, building up to some f261bn by 
1990/91. The bulk of the extra spending is to be targeted at two areas: job creation and welfare 
benefits. Their central aim is to reduce unemployment by a million in two years. However, they 
are proposing to reduce the impact of the expenditure increases on public borrowing by increasing 
taxation. In particular, they say they will reverse the 2p cut in the standard rate of income tax 
announced in the 1987 Budget and 'the extra tax cuts which the richest 5% have received from the 
Tory Government'. These measures would raise some f6bn in revenue. The Labour Manifesto 
places little emphasis on inflation control. 

Under these policies GDP growth averages about 34% with inflation peaking at around 64% in 1989 
and 1990. Unemployment is reduced by a million in three years rather than their target two. The 
current account deficit rises to f4bn by 1989 with no improvement thereafter. The PSBR peaks at 
approaching f8bn in 1988, but subsequently eases back to £6-6+bn. Personal taxation is around 
f 17bn higher than in the Tory victory case, given the projected Tory tax cuts and assumed Labour 
tax increases. 

ALLIANCE 

The Alliance are also proposing substantial increases in public spending of around f 19bn by 1990-
91, much of it again going on job creation and welfare benefits. Their aim is to reduce 
unemployment by 1 m in three years. Their revenue proposals are broadly neutral overall: increases 
in income tax as a result of restricting mortgage tax relief to the standard rate and non-indexation 
of the married man's allowance are offset by reductions in employers' national insurance 
contributions and various fiscal incentives. 	The main distinguishing feature of the Alliance 
programme is the emphasis placed on incomes policy for inflation control. If such a policy is 
assumed successful then economic prospects are extremely favourable. The economy grows at 34% a 
year with unemployment falling by a million in three years. Inflation keeps low, in the 3-44% 
range. The current account deficit peaks at f5bn in 1989 before falling to f 1 -1-bn by the end of the 
forecast period. The PSBR averages about f5bn. However, we regard the chances of such a policy 
succeeding as very low given the potential loopholes (for example earnings increases paid under 
profit-sharing schemes are excluded and only large companies are covered). Under the more 
realistic scenario of the policy failing, prospects are much the same as in the Labour victory case 
(the current account is in fact worse given the lower personal taxation under the Alliance). 

In the Conservative and Alliance cases we have assumed entry to the exchange rate mechanism of the 
EMS though this has not. in itself. greatly affected our judgements on exchange rates/interest rates. 
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THE PARTY MANIFESTOS: AN EVALUATION OF 
LABOUR AND ALLIANCE ECONOMIC POLICIES 

Francis Breedon, Paul Levine and Peter Smith 

The Labour and Alliance parties have now published 
the details of their economic policies. We examine 
them in this Forecast Release and compare their 
outcomes with the forecast published in February 
which assumed a Conservative victory and a continua-
tion of current policies. The Opposition policies are 
evaluated using the LBS model. All such exercises must 
be interpreted with caution. Policies have been pro-
posed which have not been tried in the past and whose 
consequences are therefore difficult to evaluate. To 
reflect this uncertainty, we have provided "optimistic" 
and "pessimistic" cases as well as the central cases. But 
those cases refer to specific questions concerning, for 
example, the success or failure of incomes policies. An 
important omission, which reflects a limitation of the 
LBS model, is that we cannot capture favourable or 
unfavourable "supply side" effects (for example, 
raising the basic rate and higher rates of income tax on 
the negative side and productivity gains from invest-
ment in education and the infrastructure on the positive 
side). Also, although we have used the results of our 
model of the financial sector, we may not have correctly 
measured the effects on financial markets, including the 
foreign exchange market, of the announcement of the 
policy changes. 

Given those important caveats our main conclusions 
are as follows 

--the policies proposed by the Labour -Party and the 
Alliance will cut unemployment compared with 
current policies, but at the expense of higher 
inflation and a worse balance of payments. 

- the Labour Party proposals are estimated to produce 
the largest fall in unemployment over the three year 
period combined with the largest increase in 
inflation. 

- the Alliance policies produce the greater risk of a 
serious deterioration in the balance of payments at 
the end of the five year period. 

Chart 1 summarises the implied trade-off between 
inflation and unemployment after three years. Accord-
ing to the base forecast on Conservative policies, 
unemployment and inflation will be around their 
present levels in 1990, that is 3 million unemployed and 
4 per cent inflation. Under Labour party policies 

May 1987 
013 .44t. 

unemployment will be arrtn three quarters of a million 
lower while inflation will be higher - 61/2  per cent on 
our central estimate, 1 per cent higher or lower on the 
pessimistic and optimistic scenarios. The Alliance 
policies fall somewhere in between. Unemployment is 

1/2  million below the base forecast and inflation is 
only a little higher. This is due to the assumed 
successful workings of Alliance incomes policy. Beyond 
1990, if the policy breaks down. inflation rises sharply. 

The Three Sets of Policies 

(i) Conservative Policy 

Our assessment of the effects of Conservative Party 
policy is taken from the forecast contained in the 
February Economic Outlook which assumed a Con-
servative victory in an Autumn election and a continua-
tion of policies aimed at a gradual reduction of 
inflation. These policies are based on the government's 
medium-term spending plans as set out in the January 
White Paper. In the forecast we assumed that the 
government would hold the growth of spending to 1 per 
cent a year in real terms but that public sector wages 
would be above target, leading to an overshoot of the 
planning total. Within the 1 per cent increase in total 
spending, procurement expenditure on privately-
produced goods and services (including defence equip-
ment from overseas) rises by 2 per cent a year. Public 
employment is assumed to remain around its present 
level. 

Inflation 
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inflation as well as the current account deficit higher. 
The main reason for this is that over five years the 
Alliance proposes a larger fiscal expansion net of tax 

increases - Labour proposes a larger increase in public 
expenditure. As a result aggregate demand rises faster 
under Alliance policies towards the end of the period. 
and this is aggravated (in the central scenario) by the 
breakdown of the incomes policy. These changes in 
demand then feed into imports with the current account 
consequences noted. 

(iv) Assessment 
The simulations we have reported need to he treated 
with caution. The model (in common with other 
macroeconomic models) lacks sufficient detail to assess 
every feature of the proposals of the political parties. 
Estimates in particular equations reflect past behaviour 
and can he particularly problematic in dealing with 
innovations in policy. We have tried to deal with this 
problem by drawing up different scenarios. Since the 
greatest area of uncertainty arises from a change of 
macroeconomic policies (especially regarding the 

Table 3 
Central Scenarios 

Labour 
	 Alliance 	 Conservative 

-*ma- 
Variable 	 1988 1990 1992 1988 1990 1992 	1988 1990 1992 

'GDP (% increased compared 
with 1987) 	 4.2 	9.7 	13.7 	3.8 	10.0 	14.6 	3.0 	7.9 	12.2 

Unemployment (millions) 	 2.5 	2.2 	2.0 	2.8 	2.2 	2.0 	3.0 	2.9 	2.8 

Price Level (% increase compared 
with 1987) 	 6.5 	20.7 	31.4 	4.5 	14.2 	25.1 	4.2 	13.2 	19.7 

, 
Exchange Rate V75=100) 	 61 	60 	63 	63 	63 	65 	66 	68 	72 

Private Investment (IN, increase 
compared with 1987) 	 6.7 	20.0 	29.0 	7.7 	22.3 	28.5 	5.9 	17.1 	24.0 

Real Disposable Income 
("Yo increase compared with 1987) 	2.8 	8.7 	15.9 	2.8 	8.5 	17.8 	3.4 	9.2 	16.9 

Balance of Payments (£bn) 	-2.4 	-1.7 	-3.0 	-3.0 	-1.2 	-5.0 	-1.0 	0.9 	-0.1 

PSFD (fbn) 	 11.8 	11.1 	13.2 	12.3 	10.4 	11.6 	10.6 	10.4 	12.4 

6 



Greenwell Montagu & Co, 
Members of The Stock Exchange 

Bow Bells House. Bread Street, London EC4M 9EL 
Telephone 01-236 2040 Telex 883006 GRNWLL G 
Facsimile (Groups 3, 2 Et 1) 01-248 0702 
Gilts and Bulldogs Only 
Telephone : 01 283 3060 

W. Greenwell Inc. 
535 Madison Avenue, New York, N.Y. 10022 
Telephone 0101 212 702 5480 Telex 429654 
Facsimile (Groups 3, 2 Et 1) 0101 212 702 5490 

A Member of Midland Bank Group 

MOFIETARY 
BULLETIF1 

June 1986 

Greenwell 
Montagu 
Research 

Labour's Economic Strategy 

Political developments suggest that there might be a Labour 
government within eighteen months. The policy and market 

implications of this would obviously be substantial. In this Bulletin we 
describe the new medium term policy framework which a Labour 
government would use and report the results of a simulation exercise 
which models two possible scenarios. 

The exercise suggests that fiscal expansion could raise growth 
and employment. As might be expected, inflation would also be 

increased, but not so quickly and nor by so much as to abort the 

experiment in the near term. The real Achilles Heel of the strategy 

lies in its impact on the exchange rate and the current account. At a 

time when the current account is already fragile because of the fall 

in oil prices, the Labour strategy looks likely to produce both a series 
of large current account deficits and significant falls in the exchange 

rate. To a degree, these would be mitigated by the inflow from the 

more or less forced repatriation of overseas assets of U.K. financial 

institutions. But the vulnerability of the external payments position, 

together with the prospect of an outflow of foreigners' holdings of 

sterling, implies that fiscal expansion would need to be accompanied 

by either sharply higher interest rates or import controls and most 
probably by both. 
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LEADING FORECASTER STATES - 

LABOUR WOULD)RAISE INFLATION SHARPLY 

AND CAUSE STERLING CRISIS 

A future Labour government would raise inflation 

sharply, would cause interest rates to rise and cause a 
Sterling crisis. 	These are the conclusions of Professor 

Patrick Minford, one of Britain's leading economic forecasters, 

in his study, "The Effects of Labour's Economic Policies" for 

Aims of Industry*. 	He also forecasts developments for a Hung 

Parliament and for a Conservative victory. 

Patrick Minford is Edward Gonner Professor of Applied 

Economics at the University of Liverpool; he has been editor 

of the Review of the National Institute for Economics and Social 

Research, and has held economic advisory positions with Govern- 

ment. 	The Liverpool Research Group in macroeconomics has had 

the most satisfactory record for forecasting in the 1980s on 

longer term trends in inflation and output. 

"The Labour case rests on two propositions," states 

Patrick Minford. 	"First, that output will be raised, and 

second, that unemployment will fall as a result." 	Professor 

Midford does not expect this to happen. 	"In today's sophis- 

ticated financial markets it is likely that interest rates 

will rise rapidly in response to inflation, and it is 

m. f. 
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implausible to believe that this would not severely dent 

private spending. 	Secondly, wages have shown very little 

sign of stickiness when prices accelerated in the past; think 

of the 1974 and 1980 wage explosions. 	Finally of course the 

supply-side factors come in here as a brake on output. 

"Whatever one's detailed judgement, it can only be 

right to be highly sceptical about Labour's chances both of 

getting output to respond to blatantly inflationary reflation 

and of avoiding a negative employment response to supply-side 

factors. 	To sacrifice the control of inflation for such an 

uncertain prospect seems an indefensible policy." 

He adds: "At best the prospects for output and 

employment under Labour offer a temporary boost, at worst 

they offer a permanent decline." 

The Liverpool Model shows a sharp increase in 

inflation if Labour wins and assumes that growth in money 

supply rises in parallel with borrowing. 	But this produces 

only a small reduction in unemployment - from 3.2 million in 

1986 to 2.9 million in 1991 - while the rate of growth of GDP 

rises from 2.6% to 2.9% in the same period. 

This is because "the Liverpool model gives great 

weight to 'financial confidence', specifically as measured 

by the market value of public debt . . . The Model also 

emphasises the supply-side effects of higher unemployment 

benefits: Labour plans to raise benefits of the long term 

unemployment by 25% and this acts as a depressing influence 

on employment and output." 

Liverpool's conclusions on Labour's inflationary 

policies are, he states, supported by two other major groups. 

Liverpool's predictions are that a Labour victory would lead to 

an inflation rate of 1 
	• 	1. 

The City University Business School shows that under 

Labour inflation would be in double figures by 1990. 

"CUBS also expects output expansion, but only 2%, 

and after an initial rise, a very modest fall in unemployment." 

Like Liverpool, they do take accounts of supply-side factors 

in increasing unemployment benefits. 	
m. f. 
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Patrick Minford points out that the third major group, 

the National Institute for Economic and Social Research, 

thinks that "inflation would only rise by 2.5% (but this implies 

on their forecast that Labour would only just avoid double digit 

inflation). 	The NIESR has not done too well in forecasting 

inflation in the face of large variations in policy over the 

last fifteen years; it was generally over-optimistic in the 

1980s when borrowing was high and it has been over-pessimistic 

in the 1980s when borrowing has been reduced. 	So it is 

reasonable to expect some downward bias in its assessment of 

what high borrowing would do." 

In the case of a Conservative victory, Patrick 

Minford forecasts inflation dropping to 2.1% by 1989 and 1.2% 

by 1991; unemployment dropping to 2.5 million by 1991. 

In the case of a Hung Parliament, the model estimates 

inflation rising to 4% per annum by 1991 and unemployment 

dropping to 2.6 million. 

End 

Enclosed: "The Effects of Labour's Economic Policies" 

Further information: Robin Jenks 01-405 5195 (office) 

01-673 8707 (evening) 

Patrick Minford 051 709 6022 
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1 CHECKLIST 

PROBLEMS FOR BUSINESS IN PROSPECTIVF LABOUR POLICIES 

Renationalisation. 

2. 	Exchange Controls. 

National Investment Bank and compulsory investment in NIB loan 
stock. 

Department of Economic and Industrial Planning, National Planning 
Council, Sector Planning Councils to plan the economy. 

British Enterprise Board, Sectoral and Regional Enterprise Boards 
to extend state ownership of companies. 

6. 	50% trade union membership of company policy boards. 

Wage earner funds to extend state ownership based on taxes as 
'excess profits'. 

Repeal of trade union reform legislation in whole or in part. 

Major increases in public spending. 

10. Unspecified tax increases. 

Statutory national minimum wage and strengthened wages 
inspectorate. 

Withdrawal of tax benefits from pooled investment schemes. 

Ai-7.2,...---•=• :. 
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Trade union recognition obligations for public sector contracts. 

Re-enactment of measures to compel trade union recognition against 

wishes of company and workforce. 

No financial assistance to inward investing companies unless 

planning agreement signed. 

Protectionist policies. Minimum T'K content requirements. 
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FROM: A P HUDSON 

DATE: 23 September 1988 

MR TYRIE cc PS/Chief Secretary 
PS/Financial Secretary 
PS/Paymaster General 
PS/Economic Secretary 
Mr Cropper 
Mr Call 

INDEPENDENT FORECASTS OF THE ECONOMY UNDER LABOUR AT ELECTION TIME 

Thank you for your 22 September minute. 

I agree with you. There is no mileage in this for Ministers, 

and probably not for backbenchers. 

What I suspect Labour will argue in the House in the Autumn 

is that higher inflation and the so-called balance of payments 

crisis are the result of Budget tax cuts that were economically 

irresponsible and socially wrong. What we need, for Ministers and 

backbenchers, are snappy answers to this includingthat the tax 

burden was unchanged, cuts in tax rates were a supply side 

measure, private investment is 

for backbenchers would be to ask 

PSDR too high or too low? Would 

on. But the Chancellor will no 

nearer the time. 

forging ahead, etc. Another line 

Labour what they think. 	Is the 

they reverse the tax cuts? And so 

doubt want to discuss tactics 

A P HUDSON 
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FROM: A G TYRIE 

DATE: 10 October 1988 

cc: 	Chief Secretary 
Financial Secretary 
Paymaster General 
Economic Secretary 
Mr Hudson 
Mr Cropper 
Mr Call 

LABOUR PLEDGES: MINIMUM WAGE 

Labour's conference pledged the introduction of a minimum wage 

of £135 a week. We costed this before the election at £1,500 

million, on the basis of a two-thirds average wages - £131. 

They also appear to have committed themselves to a 35 

hour week. We costed this at £3,660 million last time. 

This would only be the public sector service cost of 

these items. 

In the end we didn't include either of these items in the 

costings we published even though the Conference had passed 

them, because Labour spokesmen, particularly Prescott, had 

sought to resile from them. No doubt they would do so again. 

As things stand, without the assistance of Conference, it 

will be difficult to get into double billion figures on post- 

election pledges. 	The only large watertight one has been 

Kinnock's restatement of their pledge to increase overseas aid 

to 0.7 per cent of GDP which, at a guess, would now be worth 

around £1,700 million. 

I think we want to give Labour time to forget the grief 

they suffered over the costings. At the moment they are too 

frightened into responsibility for comfort! 

4-6c 
A G TYRIE 
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Executive 
defied in 
minimum 
wage call 
IGNORING the view of the 
party's national executive, del-
egates carried a composite res-
olution calling on the next 
Labour Government to intro-
duce emergency legislation 
establishing a national mini-
mum wage equivalent to two-
thirds of the national average. 

Ms Diana Jeuda, speaking in 
her capacity as a member of 
the women's section of the 
national executive, rather than 
as a member of the shopwork-
ers' union, Usdaw, warned that 
the implementation of such a 
proposal, unless phased over a , 
period, would result in job 
losses and higher prices. 

At current levels, she said, 
the appropriate national mini-
mum wage linked to a 35-hour 
week would have to be set at 

' £135, and for some low-paid,  
wor ers 'this would involve 
increases of £40. 

Ms Jeuda stressed that prof- • 
its of £40 per head were not 
being made to be "squeezed." 

Mr Garfield Davies, speaking 
for Usdaw from the floor, 
urged that the composite reso-
lution should be approved, 
claiming that it reflected 
already agreed party policy. 

He emphasised the high prof- , 
its being earned by leading 
companies in the retail sector, 
and the disparity between the 
income of executives, such as 
Mr Ralph Halpern of Burton 
and their employees.  

---Ivis - ina -Love of Nupe under- --
, lined her union's commmit- 

ment to the establishment of a 
national minimum wage. 

'. But she warned that 
approval of a composite resolu- 
tion without any reference to a 

, phasing-in period would be a 

1 

 "gift" to Labour's opponents 
, and undermine the party's 

credibility. 
. 	She said the inclusion in the 

li resolution of a threat to nation-
alise businesses which did not 

. pay the statutory minimum 
wage would affect thousands of 
sweet shops and cafés through-
out the country. 

Although Ms Jeuda stressed 
' that the national executive's 

reservations did not amount to 
"backtracking" on the party's 
commitment to a statutory 
minimum wage, the resolution 
was carried, with Mr Dennis , 
Skinner, the conference chair-
man, telling its supporters: 
"Yes — you've made it." 

Earlier, Mr John Smith, the 
shadow Chancellor, described 
low pay as a scandal, spreading 
like a disease throughout sod-
ety with more than 9m people 
in Britain earning less than the 
Council of Europe's decency 
threshold. 

He said the minimum wage 
issue was being considered by 
the appropriate policy review 
group, together with social 
security and taxation. 

Mr Smith reaffirmed that 
Labour proposed to redesign 
the income tax system by 
introducing a range of levels, 
starting with a lower rate than 
the present basic rate, and 
moving upwards as income 
increased to a higher rate than 
the present upper limit. 

He said it was intended to 
"put right" the imbalance 
between taxation on capital 
and on income. ' 



Modernisers target the anxiously affluent 
Peter Riddell traces the emergence of a sharper. Labour policy profile 	1.0,o( 
1  S THE choice for Labour simply 

between Mr Bryan Gould's Filofax 
and Mr Ron Todd's dinosaur — 

between yuppieland and "our class?" 
The sloganising exchanges of the past 

36 hours have obscured the emergence 
of a much sharper profile of Labour's 
likely future policies. 

The reports on the first stage of the 
policy review may have been vague, 
and, in the case of "Democrat1c Social-
ist Aims and Values" completely vacu-
ous, as most of the leadership privately 
concedes. But the direction is now clear 
for the more detailed second stage of 
the reviews in the coming year. 

However, while Labour may have 
embraced the market economy and 
competitiveness, there are limits to 
revisionism well short of Mr Paddy 
Ashdown, let alone Dr David Owen. 

For instance, the emphasis of 
Labour's economic approach remains 
redistributive. The income tax system 
would be made more progressive, with-
out returning to the rates of 1979. 

A starting rate of less than the pres-
ent 25 per cent has been suggested, 
with a top rate of more than 40 per  

cent, though "not up to levels substan-
tially higher than those generally 
applied in other European countries." 

The national insurance system would 
also be made less regressive. Indeed, 
the insurance system will be retained 
as a means of strengthening public sup-
port for social provision, rather than 
the option of integrating tax and social 
benefits. 

To avoid giving ammunition to the 
Tories, Labour will not spell out precise 
figures of starting levels for particular 
tax rates. That is also why the leader-
ship opposed the left-wing motion pro- 
posing a statutory minimum wage of 
E135 for a 35-hour week indexed to the 
cost of living. 

After this was passed, Mr John 
Smith, the shadow Chancellor, said it 
would merely be taken into consider-
ation in the next stage of the review. 

A future Labour government would 
also be interventionist, to constrain and 
guide markets. However, the post-war 
Morrisonian structure of public corpo-
rations has been rejected, and the 
watchword is flexibility. 

A variety, of interventionist methods  

would be applied, depending on particu-
lar cases, ranging from co-operatives, 
via regional development agencies, and 
special "golden" shares, to outright 
public ownership for some utilities. 

However, Labour's new approach will 
avoid a clear distinction between the 
public and private sectors. There will be 
a greater emphasis on regulation, via 
public interest companies which have a 
statutory responsibility to consumers. 

These companies will have to fulfil 
specific targets of consumer service, 
investment and pricing policy. 

Indeed, Mr Gordon Brown, the 
shadow Chief Secretary and one of the 
participants in the policy reviews exer-
cise, sees one of the tasks of the second 
stage as setting out a practical agenda 
in these areas. 

He argues that particular consumer 
rights need to be established in both the 
public and private sectors, such as right 
of repair and automatic rebates and 
refunds if standards provided by lead-
ing companies fall below specific levels. 

The next stage of the reviews should, 
he suggests, also look at specific poli-
cies in areas of increasing concern to  

voters such as child care and first-time 
house buying. 

Mr Brown ties in the modernisation 
of policy with this week's moves to 
build a mass party, in which he has 
been closely involved, The theme is 
"join us and participate in policy-mak-
ing for the post-Thatcher era." There 
has been a growing pressure evident in 
Blackpool for an extension of individual 
member voting for the party leadership 
to wider consultation on other issues. 

The underlying aim is to broaden the 
party's appeal. Mr Kinnock talked, 
revealingly, on Tuesday of three groups 
in the community — "a small opulent 
superclass at the top, a larger class of 
people living in reasonable but often 
anxious affluence, and a third class, an 
underclass of people in dire need." 

While the third group remains the 
party's priority in social provision, the 
policy reviews are aimed as much at 
the second group. 

These are the voters which Labour 
has lost since 1979, who use public ser-
vices, but who remain anxious about 
losing what they have gained from 
Thatcherism and seek reasurrance. 

_ _ 
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FROM: 
DATE: 

/A4/1  

MISSYM 1:104ALLACE 
11 October 1988 

MR TYRIE 

LABOUR PLEDGES: MINIMUM WAGE 

The Chancellor has seen your minute of 10 October. He agrees that 

we should bide our time. 

MOIRA WALLACE 


