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REFLECTIONS ON THE GENERAL ELECTION

This issue of our journal has several items 'on the resul ts of the General
Election - this is no accident, we believe that it is necessary for all
socialists to take stock and to examine their tactical and strategic
orientation, First of all, one must have a factual basis to work upon

and this is what we have asked our correspondents to provide. Secondly,
there needs to be a free discussion, unblurred by dogmatic considerations,
on the next steps for left-wingers, inside and outside the Labour Party.
We hope to help in both respects in our columns. In addition we shall be
arranging discussions in certain localities between the staff of The Week
and its readers and supporters. In the meantime we ask all our readers

to contribute to the discussion = short articles please - on the overall
position. Thirdly, there must be a certain amount of empiricism in our
approach; we haven't all the information at our disposal. Vhat is more,
whether or not the Government's policies will hinder or help the formation
of a broad left wing in the labour movement depends upon the subjective
responses of a2 whole layer of people.

As we understand it, the great debate which is taking place now in the

inner circles of the establishment is whether Britain should prove the
gseriousness of its intention to solve its economic problems by ;

a tough incomes policy, or by stern deflationary measures. Its sems likely
that the former policy will prevail although treasury officials are known

to be pressing Mr. Callaghan hard in favour of the latter, Perhaps we will
not lnaw the outcome of this debate ‘umtil May 3rd (Budget day). It is also
almost certain that the new Labour Government will throw in some measures

- increase of taxation on businesses, gambling taxation - to prove that
their incomes .policy is "fair", This comes out very clearly in the comments
of the Stock Exchange Gazette on the result of the election., Nobody denies
that the Government will be forced - in the absence of a bold socialist
policy - to seek to solve Britain's economic ills at the expense of putting
the unions and the workers "in their place", but for left wingers the pace
at which the Covernment proceeds with this and the tactics they use are all
important, If we do not understand this question very clearly we can either
fall behind a radicalisation of sections of the unions or get isolgteds Our
paper, which serves no other purpose than that of servicing the formation of
a broad left wing current in the labour movement as a whole, on a clear
political programme, will do its best to assist the left in working these
problems oute Our columns are open = let the debate begin,




I JOIN THSZ ROLL OF FOMDUR by C. van Gelderen

Dr. Verwoerd's Apartheid Governmemt has its own "Honour's List". It
consists of list of people banned under the "Suppression of Communism Act".
To my own astonishment and pride, the Government Gazette Extraordinary,
published in Pretoria on April 1st, 1966, includes me in a list of 46
people not at present living in South Africa, who may not be quoted in
South Afrirg, It is surely significant that this government which has
just been returned with an overwhelming majority by the exclusively white
electorate of South Africa, has so little confidence in its own strength
that it fears the word of an "emigre" who left South Africs as long ago as

1935.

Others included in this list include Arthur Goldreich, the Rivonia trialist
who made a spectacular escape, and Vivian Ezra, who was alap named in the
Rivonia trial but escaped to Bechuanaland, Anthony Bastwood, son—in—law
of Abraham Pischer, the barrister who defended the Révonia prisoners and is
now himself on trial, Dennis Higgs, whose kidnepping from Zambia in 1964
caused an international incident, and Ronald Segal, editor of the special
Africa series published by Penguin Books (which presumably will now be sold
in South Africa without his prefaces, if they are allowed to be sold st all.)
Also included are Can Temba, & former Johannesburg journalist who has been
tipped as Swaziland's future Minister of Education when that terrbtory
achieves its independence, and, surprisingly, Todd Mitshikiza, who cowposed
the music for "King Kong".

It is interesting to note that the 46 nemes are published in two separate
lists = one for "whites" and one for "nmon-whites". Even in its offiecial
publications, the Verwoerd Government practices its pernicious racialist
theories. What a ity they camnot overcome the tochnical difficulty of
printing the Governmet Gazette in black and white ! ot

THE 1966 "SOCIALIST REGISTER"

The 1966 edition of the "Socialist Register" is announced for publication
on April 15th. Edited by Ralph Miliband and John Saville, its contents
include The Labour Government and Beyond (Ralph Milibend), The Italian Left
(Lelio Basso), The, Crisis of Belgian Socisl Democracy (Imrcel Liebman),

The Spanish left : Tllusion and Reality (L. Torres), British Trade Unionism
in the Sixties (John Hughes), Yugoslavia's Crossroads (B, McFarlane),
Buropean Capitalism and World Trade (iichael Barratt Brown), Netural Science
and Human Theory : a Critiiqus of Herbert lbrcuse (Peter Sedgwick), The Out—
look for Africa (Basil Davidson), Varieties of African Socialism (J. Mbhan),
The New Class and Rebellion in the Congo (J. Gerard-Libois), Problems of
Socialism in South Zast Asie (Malcolm Caldwell), India and Pakistan ; Twenty
Years After (V. H. Kiernanl.

The "Socialist Register" is available as a paperback at 15/0, or cloth bound
at 30/0, ™ieak" readers who do not already have the earlier editions of
the "Register" will be particularly intcrested in the special offer of
complete cloth-bound sets of the 1964, 1965 and 1966 editions for 45/0 {or
any two sets for 30/0).



LUFTWAFFE SEEKS BASES

The West Gerwan Foreign Minister, Dr. Schroder, undertook last wseek a friendly
and diplomatic visit to Spain and Portugal to negotiate over flying rights

for the Luftwaffe to and from the Western Geruan NATO base now being b;ilt

at Beja. According to the "Guardian" report, the Pranco regime was not so
eager to concede the overflying rights as the West Germwans might have expected.
The Spanish Foreign Minister, Mr. Castiells, stated that his Government "would
gladly comwe to an understanding with those nations which had & 'positive' and
'noble ' attitude towards Spain, which presumably includes West Germeny."
Powever, Spanish newspapers hinted that some of West Germany's sllies were not
so 'positive' and'noble’, end that this created difficulties. It appears !
that a bargain will be struck whereby the overflying rights will be granted

if West Germeny manages to speed up the negotiations between Spain end the
Coumon Market. The final communique issu®d states that West Germany would
try to do this, and also refers to a 'strengthening during recert ysars of the
traditional friendship between Spain and the Federal Republic.' Dr. Schroder
was presented with the Grand Cross of the Order of Isabella.

Dr. Schroder's visit to Portugal was apparently more immediately succassful.
Dr. Salazar is no doubt wore than pleased about the recent West Germsn attitude
towards Portugal. The extent of Germam military and econowic aid which is
used to suppress the liberation movement in the Portuguese colonies far exceeds
that of any other country. 1Ibst of Germany's light ammunition is now made

in Portugal, and West German capital imvestment in Portuguese industries is
now gquickly overtaking that of traditional investors, which were the British
firms. As a result of all this it is small wonder that the Portuguese
Government was not reluctant to grant an air-force base to the Luftwaffe at
Beja. It is perhaps significant that Beja was, in 1962, the scene of Rort—
ugal's first attempt at an armed uprising against the Salazar regime.

LONDON C€.S.Z. A Date for Your Diary

7.30 pm., Friday, April 15th. .

"Adam's Arms", Conway Street, London, W.1.
- (nearest. Underground, Warren Street)

Subject : REODESIA - WHAT NEXT 2

With one tanker at Beira, another at Durban, several wore reputed at sea, and
with the African States growing incressingly exasperated, the forthcoming
London C.S.E. meeting could scarcely be wmore topical. The subject deserves
the widest possible audience, and "Week" subscribers in the area are asked

to play their part in publicising the meeting.



S i A MR

30,000,000 TONS EXCESS COAL OUTPUT IN COMMON MARKET BY 1970

ket coal production will exceed demand by 30 million tons in
gg$go§fM:§e member gtates continue to subsidise their c9llerles a@ .
current levels, according to a statement issued by the ngh Authority o
the European Coal and Steel Community last month, Effective demand ford
Community coal is expected to be running at 170m. tons a year by the en
of the decade, while output is estimated at 200m, An excess of 10m. tons
has already been forecast for this year. Producers, their governments
and the High Authority are now all intensely concerned abgut the Eu?opean
coal industry's declining competivity against cheap U.S. imports, oil and
gas, However, as yet there is no agreement on what should be done. The
colliery owners have asked the High Authority to declare an emergency
situation in the industry, impose a special duty on all imports and
possibly introduce a system of Community production quotas as well, But
there has been no official support for this idea so far,

In defence of their reguest, the producers point out that imports have
risen from 17,7m. tons in 1960 to nearly 30m. tons in 1965, and go on to
argue that the High Authority took similar steps to protect the steel
industry against foreign competition in. 1963, On the other hand the High
Authority feels that additional protection for coal would only raise
steel costs and encourage substitution by other forms of energys. At the
moment it seems most interested in using the crisis as a lever to make
the member governments decide just how much coal capacity they are
prepared to pay for in the future,

The changing position is illustrated by a table which was published in
the latest issue of European Community

Community ener suppl

Source Percentage of total supply

1964, 1965 1966 (estimate)
Coal 41 <o o 36 :
Lignite 7 6 =%
0il 42 45 48
Natural gas 4 4 4
Primary electricity 6 7 7

(mostly hydro-electric)

The net result of these trends is most clearly shown by what has been
happening in Belgium. Since 1958, 66 coalmines,with a total output ¢
capacity of 9m. tons a year, have been closed down in Belgium, all of them
in the Walloon areas in central Belgium and the Borinage area, On the
other hand in the Flemish speaking area of Campine a stable workforce’
produced 9 to 10 million tons of coal a year. But this appearance of
stability was misleading, for it was only maintained by general short-time
working, rising stocks, and by direct state subsidies, AR

This was the background to the decision by the Beliian Government to close
the Zwartberg mine, which sparked off the riots which led to two deaths,
The Belgian Government also plans, during 1966, to close down another 5
mines in the Walloon area, leading to an output reduction of one million
tons, It seems likely that coal could vie with agriculture in becoming a
major cause of friction between the members of the Community. The question
of Britain's entry, with its excess capacity, would aggravate this problem.



WEST GERMAN OFFICERS! PLAN FOR VIETNAM from D.G.Report

West German troops should be sent to Vietnam to improve morale and establish
Bonn as the most trusty ally of the United States, This is the main theme
of a sensational secret "position paper" drafted by staff officers at the -
Bundeswehr (West Germany army) Staff Academy at Hamburg-Blanenese, The
text of the secret position paper, which was drafted in 1964, has just
regched East Berlin, where it was published on March 19th by "Neues
Deutschiand, the leading GDR newspaper...s. Here are the key extracts:
®"ifter the First World War, the German officer was oppressed by the fact
that he had served in an army which had not gained the laurels of victory.
In order to maintain the morale of the troops, and prepare them for the
inevitable great tasks awaiting them, the officer had to create a psychol-
ogical atmosphere in which he could train his soldiers not only in the
traditions of Prussian-German soldierliness, but in which he could also
forecast the fruits of these virtues - the crown of victory.

"When conscription was re-introduced in 1935, it was immediately lirnked
with the entry of the young Wehrmeht into the so-called demilitarised
Rhineland. This was not the baptism of fire, but together with all the
following actions - Austris, Sudeterland, Czechoslovakia - this provided

a psychological boost for the soldiers, and which mde the task of the
officers far easier, By taking part in the Spanish Civil War, the Wehrmacht
was able to cover itself with glory. It was able to decorate itself with
the fruits of victory, and prove the superiority of German soldiers and
German war material, When the Bindswehr was formed, there were similar
problems to those encountered after the First World War, Even experienced
soldiers could not avoid the depression caused by the unconditional
surrender of the  Wehrmacht,...As a substitute for the feeling of victory
we had at least the consolation of being allied with that group of vicicrs
which saw its potential enemy in the East, just as we did. But amongst
in®lusntial allied military circles only a small elite group regards German
soldicrliness as a model to be copied. In the Nato staffs German officers
are respested for their abilities, but remain isolated from the officers

of our NATO partnars, who still harbour resentments. The other NATO
officers are linked by the knowledge of their joint victory."

The position paper then surveyed the possibilities for the Bundeswehr to
prov: iis value as a treaty partner, and referred to the suggestion a few
years = o that Bundeswehr units should be sent to Cyprus; in this case, it
was c. lwded, a correct decision had been reached that this would involve
West Geo..cny in conflicts with a number of NATO states, The study continued:
WFor various reascns, a Bundeswehr action in the Cyprus conflict could not
be recommended; but there is today a favourable opportunity which should be
grasped in South East Asia, particularly in South Vietname...Participation
by a Bundeswehr contingent would prove what a true partner in the alliance
the Federal Republic is., Since the Pentagon will not be able to continue
taking half measures, victory is certain; and the decisive factor is that
the GBundeswehr would then share in this victory. 4 further consequence
should not be overlcokad: action by Bundeswehr units would greatly increase
the standing and authority of the Bundeswehr with all NATO partners, above
the USA. In the eyes of the world a victory for the USA and South Vietnam
would look as though it had only become possible as a result of the help and
participation of the Bundeswehr...The young Bundeswehr needs a clearly
visible success, this would not only strengthen the argument that Germany
has the right allies this time, but would also show our partners in the
alliance that they must take into account this Germany and this Bundeswehr,."



LEiCESTER CENTRE FOR SOCIALIST EDUCATION from Alec Acheson

The first meeting of the newly formed Leicester C.S.E. was held on‘Tuesday
5th April at the Globe Hotel. Peter Price, Acting President, Nottingham
City labour Party, outlined the origins, aims and purpose of the C.S.E.
His pungent discourse stimulated a useful discussion - and future plans
were formulated.

A wet night, General Election backwash and closeness to Easter could excuse
the attendance of a dozen in a big city, despite intensive leafletting.of

the Wilson Election Rally and direct approaches to some two dozen social=-
ists, However, the sparseness of numbers surely demonstrated the needlfor
grassroots work, down=-to-earth educational activity and sustained examination
of the workings of the "affluent society" where chronic euphoria and
continued full-employment mask the deep~seated economic weakmess of British
industrye.

We have a serious . nupleus of trade unionists and Labour Party workers who
already want to prepare the movement for the critical times ahead, With
the cooperation of University members some pioneer research and survey
projects will be undertaken, "Organise, educate, agitate and the future
is ours,"

THE VIETNAM SOLIDARITY CAMPAIGN ON THE MAECH by Pat Jordan

An outstanding weakness of this year's Easter March was the political gonfusion
displayed in relation to Vietnam, From the slogans carried and chanted, one
would not have thought that since last year's march there had been the

dramatic sharpening of the Vietnam conflict., One would not have thought that

a bestial colonial war was being waged against a small nation by the most
powerful military complex the world has ever known., One would not have

thought that crimes comparable with practically everything the Nazis had

done were being committed daily in South Vietnam, However, the intervention

of the Vietnam Solidarity Campaign in the March did something to restore
the balance,

The most positive and striking thing the Campeign achieved was the manufac-
ture and distribution (mostly sold) of over 500 National Liberation Front
flags. This act alone brought people to think about and talk about the
character of the Vietnam war and the attitude the movement should take
towards it, The most significant feature was that the bulk of the marchers
were very sympathetic to the idea of identifying themselves with National
Liberation Front; the opposition to the idea came from a small pacifist and
Anarchist migority. However, the discussions revesaled a great deal of
confusion - even from those who very much want an N,L.F, victory - about

the question of negotiations. There is no doubt that a large promprtion of

tle marchers found it difficult to distinguish between the Campaign's line

of opposition to putting pressure on the Vietnamese to negotiate, and the
accusation of being in favour of war, On the other hand, the very discussions

provoked by the activity of the Campaign enabled a great deal of educational
work to be done on this question, :

Apart from many thousands of an appeal to people to support the Vietnam Solidarity
Campaign , supporters of the Campaign distributed 2,000 copies of a message

from Lord Russell which welcomed the proposed demonstrations against the

Americen Embassy. This demonstmtion took place in three waves, the first of
which, several hundred strong, took place under the banner of the Campaign.



COMMUNIST PARTY MAKES NO PROGRESS IN ELECTION By Martin Turner.

The British Communist Party made no progress on the parliamentary road in
the General Election, all 57 candidates losing their deposits. To see how
they fared, one just has to compare the votes obteined this year, with the

votes obtained in 1964, in the 35 constituencies which the C,P, contested
both years, The results were:=

Cons 1 tuency . 1964 vote 196% vote Change
Aberavon ; 1,260 1,620 +360
Coventry (East) 1,138 1,368 4230
Dunbarton (East) 1,773 1,548 -223
Fife (West) ‘ 3,273 1,542 &,
Govan (Glasgow) ' 1,378 1,103 275
Goole 1,165 S 952 =213
Hornsey 1,25% 1,184 -4
Scotland (Iiverpool) 725 779 +54
Batersea (North§ 471 650 +179
Ste Pancras (North) : 1,140 1,253 +113
Stepney 2,454 2,209 =245
Openshaw 1,947 1,473 =465
Motherwell 1,565 1,508 -57
Newcastle upon Tyne 532 404 -128
Pontypool 1,329 897 =432
Sheffield Brightside 1,356 989 -367
West Lothian 610 567 -43
Willesden (West) 1,130 1,140 *10
Birmingham Small Heath 926 477 -449
Dagenham 1,070 1,573 +303
Dundee (West) : 1,229 1,217 -12
Gorbal's (Glasgow) 1,339 819 : -520
Springburn 950 867 _ -83%
Hayes and Hastington 873 695 . ~178
leeds (South) 928 ; 714 =214
Llanelly - . 14061 1,211 +150
Islington (South West) 1,377 756 ~621
Southwark 1,594 1,404 -190
Iuton 567 586 419
Mi tcham . 657 5'80 =77
Neath ' : o SeARe 1,632 ~800
Nottingham (North) - - 1,579 1,070 ~509
Rhondda 3,385 2,348 -1,037
Swindon 944 838 ~106
Wigan Rty 988 A56 -130
Total ' 46,405 38,741 ~T,664

or & loss of 16,5%

These figures must be very worrying for the C.P; leaders as this was the
most expensive election campaign they have ever run, involving a tremendbus
smount of work for hundreds of C.P. members.



SOME FEATURES OF THE 1966 GENERAL ELECTION by Dave Windsor

i i the voting
The Economist of April 9th carried some very usgfgl data on
at the Gneral Election, Probably the most significant thing to come out
was the relative shift in voting in the last three elections:

Year Conservatives Labour Liberals Others # swing to Labour

# of poll # of poll % of poll % of poll compared with previous
— election
1959 49.4 43.8 5.9 0,9 -1,11
1964 4344 4ol 11,2 1.3 +3,14
1966 4199 47,9 8.5 157 +2,66
7 Votes votes votes votes

1959 13,763,128 12,216,166 1,642,527 240,917
1966 11,418,453 13,065,981 2,327,533 452,689

Seats Seats seats seats
1959 366 258 6 sees
1964 304 5 i 9 eses
1966 253 363 12 2

1t should be noted that the figures for Mothers" are distorted for the 1966
election because the speaker is included in this category,

What these figures reveal is that the cummulative effect of two elections
was to reverse the electoral position of the Tories and Labour - Labour
having approximately the same number of seats in 1966 as did the Tories in
1959. But when it comes to voting it is a different picture: the Tories
having lost 1,350,000 odd votes, but Labour having increased its vote by
only 800,000 odd, The voting for the Liberals is much more complicated

to assess because of the big difference in the seats they contested, But
in general we can say that two biggest factors bringing about this change
have been: (1) the loss by the Tories of about 10% of its voting strength;
and (2) the vagaries of the British electoral system which cause a large
number of seats to change hands with the small percentage of votes, On
the latter point, one can note that in the 1964 election Labour's vote was
actually down but they obtained 59 more seats,

The overall figures for changes in voting between the 1964 election and the
1966 were: Labour up by 860,000, Liberals down by 770,000 (to a large
extent explained by the smaller number of candidates) and Tories down by
585,000, The difference between the losses of the Tories and Liberals and
gains of Labour is accounted for by the fact that 400,000 fewer people
voted at all, The drop in turn-out - from 77.Geto 75.8% = took place
despite the fact that the 1966 election was fought on a brand new register
and the 1964 one on old one, Anyone experienced in electioneering will
know that the actual drop in turn-out must have been much higher; perhaps
twice as high as the figures indicate, The abstentions occurred almost
entirely in safe seats, and the tendency was much more marked in safe
Labour than safe Tory seats, -

The swing to Labour amounted to 2.66, as compared with predictions of the
polls of 3% (Daily liail NOP); 4% (Daily Telegraph Gallup) and 7% (Daily
continued over/



.,

Express ). - Another feature of the election was the evennes wing
Unlike the 1964 election the Tories failed to gain a singlz :ﬁ;:hgrzm g
Labour and in half the constituencies the swing to Labour was between 2 and
4 per cent. In only 22 of the 630 constituencies was there a net swing to
the Tories, and in only a dozen was the swing to Labour more than 7%. There
were three small variations in this general picture: first, there was a
bigger swing to Labour in the big cities (4%) than in the rural areas (2.3%) ;
Second, there was a clear tendency for the areas which had swung most to
Labour in 1964 to slow down their extra swing this time, and for those that
had swung least in 1964 to catch upe Thirdly, although the swing to Labour
was exactly the same in seats where Liberals withdrew as in those where

they fought again, there was by contrast a distinctly higher swing to Labour
(4%) where new Liberal candidates appeared.,

In searching for an explamafion to some of these features we can note: (1)
everything indicates that a sizeable chunk of traditioﬁjTory support has
become extremely disillusioned with the Tory Party; (2) the working class
and sections of the middle class remain loyal to Labour seeing it as the
only practical political instrument for them; (3) that the influence of

the mass media is still tending to "even out" political variations in the
country; (4) that is some areas the electorate seemed to take a conscious
decision as to how best to defeat the Tories, witness, the Liberal retention
of Orpington and their gain of Colne Valley as against the dropping of
Liberal votes in practically every constituemcy where they came third in
1964; and (5) that where in 1964 the Tories had managed to reverse the
general swing by utilisation of the immigration issue (Smehwick, some
Birmingham seats) this factor no longer applied.

It is early yet to say how the relationship between left and right in the
Parliamentary Labour Party has been affected by the intake of new MPs,

One thing is certain, however, there has been nothing like the increase in
the number of left-wingers which took place in 1964, We can be very
pleased to welcome Joan Lestor and one og. Q others to Parliament but
everything indicates that there is a mucﬁ?%goﬁortion of "right of centre",
non-traditional working class, university lecturer types in Parliament
nowe This is disturbing not only because of the diluting of the left
but also because this newer type of MP will be less semsitive to trade
union pressure,

In summing up we can say: : _

(1) although Harold Wilson's victory was impressive (the only time a Labour
Government has improved its electoral position after having been in power)
it rests on a flimsy basis, The political complexion of the Gqw ;gment is
detemined by less than 3% of the electorate: if the 800,000-od§?§eople

who voted Labour this time  .‘switched back again the Tories would be in

a good position, When one considers the influence of the mass media, the
way comparatively small events can influence the polls and the fact that
Labour is going to be compelled to take "unpopular" measures (that is, in
the absence of a bold socialist programme) the loss of 800,000=0dd votes

is small fry.

(2) that, on the other hand, the working class still looks to the Labour
Party as the only way it can influence British politics - a factor which
all left wingers must face, no matter how distateful (I have deliberately
not gone into the fate of non-Labour Party radical candidates - as is well-
known they did universally badly); and

(3) the Tories have suffered a very bad set-back becawe of their failure
to overcome an outdated reputation and to solve internal differences.



LABOUR'S VICTORY - "NO DISMAY IN THE CITY" ~ from Stock Exchange Gazette

The following editorial which appeared in the April 8th issue of Fhe Stock
Exchange Gazette is an interesting indication of the attitude of investors
towards the Labour Government: '

"There was no dismay in the City over the election result and the stock market
withstood it without a quiver. There was no dismay over the £27m, downturn in
the gold and dollar reserves, probably the only honest figures we have seen in
the last 18 months, The City, in short, is by no means despondent about the
future of Britain and neither should be investors, To use a phrase much bandied
about by Mr, Wilson during the election campaign the City's view is "that options
are wide open." There is stability and an absence of "electionitis" for the
first time for several years, and if by that over-used word "pragmatism" is
meant Mr, Wilson's ability to face up to reality, and to reject dogma if dogma
does not work, the prospects of a solution being found to our economic problems
are a good deal brighter this week than they were before polling day. AN

At this stage everybody knows that profits are going down and that most dividaﬁdaj

in the next 18 months will at best be maintained., But the investment world is
. astonishingly calm in the face of this prospect, possibly because it is becoming
very sophisticated. The majority of buying powers on the stock exchange is now
in the hands of executives as distinct from the owners of companies, and execut~-
ives can usually take a much calmer view of the future than individuals whose.
personal fortunes are at stakee ..+.T0 a large extent Mr, Wilson and his Govern=-
ment have regained the respect of the City by showing their ability to learn new
tricks fairly quickly, even if this has meant casting sway the shadows of Keir
Hardie., The City is now so hardened to the idea that the Budget will be really
tough that we expect there will be some sighs of relief around 5,30 p.m, on May
2 when Mr, Callaghan sits down. There,is, for instance, talk of a 424%. corpora=-
tion tax, although Mr, Callaghan put 40% as the maximum figure and many hopeful
company boards have calculated their own accounts on the optimistiec basis of 35%
tax, The difference between the two latter rates amount to £150m. additional
taxation on company profits and this will probably-enable Mr, Callaghan, Mr.
Brown and Mr, Wilson to turn around and explain to the unions why something has
to be done over demarcation disputes, lightning strikes and wage claims.,

®The way the "pragmatic" mind of Mr. Wilson is working will show first in the
Queen's Speech, which will presumably reveal the priority to be given to the
re-nationalisation of steel and the basis of compensation,..Many observers

-

consider that Mr, Wilson will continue to find priorities ahead of this embarras-

sing affair, which has ceased to have political substance except on the back
benches,s.eIt is not without significance that steel shares have fallen since
election day and this is not entirely due to the realisation that compensation
terms need not necessarily be those which were laid down initially in the White
Paper. The new idca is that if steel re-nationalisation comes about at all it
will be on a different basis, under which a super Iron and Steel Board would be

in charge as an alternative to the Government directly buying the equity capital,

"Will Mr, Callaghan dare to introduce a per capita tax on employees in order to
relieve the obvious "storage" of Labour by so many companies? ' He could well do
this unless he feels that deflationary forces are already at work on a scale
sufficient to make companies cancel or slow down expansion projects,..If,,..the
Budget shows that the new Government has the courage and determination really to
get to grips with Britain's long-standing economic problems, the long-term
outlook will be vastly improved and share prices could reflect this, Investors
should be cautious but by no means daunted by that Labour majority of 97."



