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ABSTR�.CT 

There is · ge ner al consensus that the most recent attempt 

at incontes policy in Great Britai n '.vas unsuccessful. In 

this th e s is I sh�ll attempt to analy�e and evaluate the 

policy with an emphas�s on the particular features of the 

policy to which its lack cf success may be att.ribut.edi) 

Chapter I examines the fttctors vrhich fir s·t. made such a 

policy seem to be an appeRling panacea for all_of Great 

Bri i.:ain' s economic problems; specifi�ally the ecor.or�ic con­

ditions prior to the Labour Government's accension to power 

in 1964 are analyzed. 

Ch�pter II examines some early attempts at incomes 

policy with an emphasis on factors lacking in these policies 

that were included in the policy under discussion. 

Chapte1: III sum:uarizes the detai ls of inco!nes policy as 

stated in the pertinent Government policy papers. 

Chapter IV examines the structural fe�tures of the 

British system of collective bargain�ng rendering the type 

of incomes pel icy devised ineffectua_l: specifically, the 

post-war tendency towards decentralized bargaining is 

discussed. 

Chapter V analyzes relationships bet�een the Labour 

Party and the trade union organization: and relationships 

among va!:iou;; levels of trade �nion organization as t:hese 

relationships pertain to incomes policy. 
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Chaptei VI examines the various exceptions to incomes 

policy which �,1ere instituted to promote long range goal s. 

The s e  exceptions were designed to enc6urage �easures that 

were desirable in the ir own right, but may have l:·een pr:)­

rnoted more effecti vcly i n  a manner other than t!1rough 

exceptions:to �n inc6mes po l icy. It is suggested that these 

exceptions may have contributed to the failure -of the­

incomes po licy . 

Ch�pte� VII t�aces the evoiution of in6omes policy from 

a voluntary po licy to a statutory wage-price freeze and back 

to a peculiar hybr id of_voluntary policy backed by statutory 

delay yo�fTers. 

Chapter VIII evaluates incomes po l i cy in terms of its 

success in e1chieving :i.ts initial goals. 
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CHAPTER I 

ECONOHIC ENVIRON1'·W.NT 

In late 1964, when the Labour Government came into 

pO\ver; prospects for a successful incomes policy were con-� 

sidered optimal. The period was one of crisis ·stemming 

from Britain's external payments position. Governmental 

response to economic conditions in the preceding years was 

an immediate cause of this crisis. An e conomic downs':ving· in 

196 2, exacerbated by a severe \•linter , ·  caused the unemp1oy­

ment rate
'

to reach a level of 3.28 percent. This figure was 

\'!ell in excess of past postHar uP.crnployment levels v.rhich 

averaged het\veen one and t'.,ro percent ( 25, T. 2 7 3-2 7 4) • The 

Government responded to the unemployment level by enacting, 

in 1963, drastic reflationary measures. Accompanying the 

govcrnment'·s expansionary policiesi was a sharp rise in 

private overseas investment and a slow deterioration of the 

-balance of trade position. During the first quarter of 1964, 

the slow deterioration of the balance of trade began to 

accelerate at a rapid pace. The long-term capital account 

balance continued to deteriorate over the year as a result of 

the rising overseas investment. By the end of 1964, Great 

Britain faced a curr�nt and long-term deficit of 769 millio� 

pounds; an alarming rise over the preceding year's u6fici t. 

of 57 million pounds (59, p. 7) � After these figures were 

released to the puhlic, foreign holders of British currency 

1 



began to fear devaluati on :  thus a speculative drain was 

precipitated (25, p. 274). 

This crisis was not a novel occurrence in Great 

Britain's recent economic history. In the postwar period, 

deficits were a recurrent phenomenon following each upswing 

in the domestic economy. Eac�1 tir11e such a cri s i s occurred, 

the respons� was t�ad{tional monetary and fiscal measures 

such as reductions in Government �pending, increas ed taxa-

tion, credit restrictions and interest rate increases. 

These contractionary measures were initiated to remedy the 

2 

balance of payments crisis; but fr om a political standpoint, 

the Government was rel uctant to pursue these measures. 

Restraints, therefore, were removed as soon as possible. 

Relaxation of monetary and fiscal pol icy prevailed until the 

next balance of payments crisi s (36, PP� 144-145). This 

cyclical pattern of events is succinctly su�narized by 

Mr. Guillebaud. 

1951 

1952 
1953-4 

1955 
1956-7 
1958-60 
1961 

1963 
1964 

Bo om and.bal ance of payments crisis 
Disinflation and mild recession 
Reflation 
Boom and balance of payments crisis 
Disinflation and fuild recession 
Reflation 
Boom and balance of payments crisis 
Reflation 
Boom and short-lived balance of payments crisis 

(27, p. 30) 

The peri0ds of restraint \·Jere not sufficiently contra.c·-

tionary to retard price increases; to do so would have 

r€quired a rate of unemployre�nt that was politi cally 

unacceptable. ·The more obvious result of the contractionary 
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periods were their influence on the country's growth rate. 

The periods of restraint were accompanied by cutbacks in 

private and public investme�t and. resulted in intermittent 

retardation of growth. This was one of the factors leading· 

to a postwar growth rate in Great Britain that was signifi­

cantly below that of the other major Western European 

nations (20 1 p. 149). By _late 1964, the failure of past. 

policy had become apparent, The alternating expansion and 

restraint ("stop-go") policy had proven·to-be--ineffective, 

destabilizing and inhibiting to growth. 

The 'failure of "stop-go" policy beca..-rrte a can1paign issue 

in 1964, The Conservative Government in power realized that 

if it imposed traditional deflationary measures in response 

to the current balancci of payments crisis, this would sound 

their political death knell, Imposition of contractiona.ry 

measures would have a two-fold effect: it would reinforce 

"stop-go" policy that \vas undGr attack by the opposition 

party; and it would adversely affect the voters' pocketbooks 

prior to influencing the balance of payments position (25, 

p. 27 6). The adverse effects would be part�cularly acute in 

regions which have a high unemployment rate even in boom 

times. For example, while overall unemployment in the United 

Kingdom was 1.7 percent during the 1960-1966 period, Scotland 

and Northern Ireland averaged 3.6 percent and 6.9 percent 

respectively (45, p. 107). Any atte�pt to institute defla­

tionary measures would meet substantial political opposition 

from such vulnerable areas; t�c opposition 'I:Alould inevi t:ably 



be reflected at the polls. It became politically more 

feasible to support the pound through borrowing from the 

United St�tcs, and Western European central banks and 

utilizing International �onetary Fund .stand-by credit (25, 

pp. 274-276). This, of course was not a solution, but 

deferred the problem until a:ftej� the election. 

In October, the Corlservati ve Government was c1efea.ted 

4 

the general election. 111he ne�l Go,ternment inherited a balance: 

of paym�nts deficit �oupled with a sizable debt incur�ed by 

the previous administratiorl' s short-run pleasured ailCled at 

supporting sterling. Immediately after the election, the 

balc=tnc-�?. of paym�nts crisis became acute as a result of 

further speculative dralns. The Labour Governmen t -v1as in thr-! 

midst of a crisis with only a small parliamentary majority. 

r-1onetary and fiscal deflationary measures �!ere therefore 

precluded, sirice such measuies might pre6ipitate �he downfall 

of the Governmsnt, In addi t:ton, such rr�easures '"ou1 d be 

embarrassing since the Labour Party-critically attacked the 
. 

previous administration's "stop-go" policy during the 

campaign. The alternative to deflationary policy ,,ras to 

·devaluate the pound. The Labou� Government, however, already 

had t.he reputation of being the "part.y of devaluation" since 

it was in power at the time of the 1949 devaluation (25, 

p. 276). The Ccvernment based its decision against devalua-

tion on the grounds of "its harmful effects on the standards 

of livi.ng of the Brit.:Lsh p-2ople, and bec aus e  of th� serious 

damage it might cause to.world trade and monetary arrangement 

(49, p(, 3). 
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At· this tim�, _incomes policy s e emed an attractive 

alternative. The Government held-several meetings with both 

labor and-industry leaders to discus� the economic situation. 

It \'7as generally agreed that a comprehensive ne\·7 policy �.�?as 

needed that v1ould. promote long�term balance of payments 

equilibrium, maintai-n economic stabiJJ. ty· and -promote grov.rt:h. 

These objectives seemed to be in the. interes_t_ of goverru;1ent, 

labor and management. The meetings resulted in the signinJ 

of the 11Joint Statement of- Intent on Productivity, Prices-- and· 

Incomes" by the Government� the Trade Union Congress (TeU.C�) 

and repre�entatives of various employers' associations. The 

statement corrmitted the signatories to undertake join 

cooperative actions \vhj_ch would raise productivity, "keep 

increases in total money incomes i� line with increases in 

real national out?ut • • • [nnd] • • • maintain a stable 

general price level." The alternative to these actions 

being slower growth rates accompanied by less than full 

e1nployment (49, p. 3). 'rhe benefit� of faster growth VJould 

be distributed in such a way as to satisfy "the claims of 

social need and justice" (30, p. 10). The statement has 

. been described as an 11historic landmark in the relations 

between labor, management, and the government .. (41, p. 76). 



CF..APTER II 

EARLY ATTEMPTS AT INCOMES POLICY 

There \·rere several unsuccessful attempts to insti i:nte 

an incomes pol icy in the postwar period. The 1964-5 experi­

me nt \vas not;- therefore; wi thot'!.t precedent·.·· The new policy 

was, however, the most comprehensive to date and eliminated 

many of the r.1ajor impediments to the success of earlier 

policies. 

Implementation of an incomes pol icy \·ras first att.empted 

by a Labour Go,re:r.!1ment in 19-1 �.. 'I'h� attempt met \vi th short 

te�m suocess, but was abandoned within two years� This first 

post\var ven:ture began \vi th a vlhi t.e Pap(:"�r issued in 1943 

recommending "there be no furt.1�e�� increases in the level of 

personal incc®c3 without a corresponding increase in the 

volume of production," exceptions to be mad(:� only \'There such 

increa se "is essential to the national interest to man a 

particularly undermanned industry" (20, p. 182). The T.u.c. 

resented not being consulted in the early_phases of planning 

the new policy and they expressed displeasu�e at the fact 

.that it was not planned to impose similar restraints on 

other sector s of the econo�y. The T.u.c. finally expressed 

vague a9proval of the policy when the government agreed to 

in clude additional criteria for exceptions such as provisions 

· for raising substandard wages, and the maintenance of 

traditional wage differentials. The restraint policy was 



extremely loosely structured: it never received formal 

T. u . c .  endorsement; it did not contain a s pecific policy 

for pricA or profit restrai�t; it contained no provision 
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for consultation between either the T.u.c. and union 

executives, or the T.u.c. and employer federations; it gave 

no guidance in the form of general critex-ia·for acceptable 

wage increases (19, P• 182). The success of the policy can 

be judged in part by wage rates which rose by only five 

percent during the two years the policy was in effect; com­

pared to increases of over nine percent for the preceding 

two yeari and seventeen percent for the previous three. 

Retail prices increased by six· percent (39, p. 135). The 

short-term success of the policy has been attributed to 

several s trong personalities both in the Government and in 

the trade union organization (20, p. 182). There were 

indications, however, that the poli cy was beginning to dis­

integrate prior to its formal abandonment in 1950. Unions 

began to feel that their restraint was not matched by com­

parable restraints on the part of manage�ent. Uneven inci­

denc� of wage drift wa s another factor contributing to the 

breakdown (2 0 ,  p. 183). Workers whose wages were negotiated 

nationally refused to be bound by ·the imposed restraints 

while their fellow workers whose wages were ba�ed on locally 

negotiated piece rates ccntinually enjoyed increased 

earnings. As a result indi vidu a l unions began withdrawing 

their support, 
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-This experience denonstrated that if the economic 

situation were sufficiently s�rious1 the unions would 

cooperate with a Labour GovernmentJ but th� extent of this 

ciooperation would be limited and subject to many conditions 

(39 1 P• 135) • 

In 1956, the Cons·ervative Government made an attempt to 

impose a system .of voluntary restraints. The �overnment 

issued a White Paper which called for curbs in price and 

wage increases in the hope of halting the steady inflationary 

pressures which had built up since the war. The White Paper 

emphasize
'
d keeping Great Brit:ain competitive in v1orld markets� 

It argued that this goal could be compatible with full employ·· 

ment if labor and management exercised self-restraint. 

Machinery for policy implementation was limited to_ an appeal 

for civic responsibi lity and obligation. Employers were 

given the impression that future resistance to Hage claims 

would be supported _by the Government and were somewhat 

amenable to the policy; but t:he T,u.c. flatly rejected the 
. -

restraint proposal (641 pp. 37-33). 

A national Council was established in 1957 to examine 

and report on changes in prices, productivity and incomes. 

The Council's first report emphasized the need for some un-

employment as a means of n1aintaining price stability. This 

concept immediately alienated the trade-union movement� as a 

consequence several subsequent reports issued were largely 

ignored. By 19.611 ho\qeve.r, the membership of the Council 

chang_ecl and the next. r.eport placed greater emphasis on cost 



factors than demand.. This repor t s tated, 

Inflat i on has s ometimes been due to the pull o f  
exc e ss demand, but experience has sho\1-rn that 
removing excess demand is no t of itself enough. 
We have been brought to the conclusion that 
i nfla ti6n has another causef an �pward pu�h as 
rates of pay are raised and pro fit marg ins are 
maintained by rai sing pric es. This co st push 
crnn�s irito play through myriad deciisions on wages, 
salaries and prices. {3, · p. 2) 

This· emphasis on cost factors was reinfor ced by a report by 
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the Organization for European Economic Co-operation {O.E.E.C.) 

in 1961 which attributed price increase s be t\Ye en 1953 and 

1960 to wage increases (25� p. 272) • . 

A second·contribut ion of the Council wa s its emphasis 

on the importance of relat ing incomes increases to produ c­

tivity incre ases. Thi s ide a was given support by the Bank 

f or International Se ttlement \vhich in its report of 1961 

express ed the opinion 11that the UK balance of payments 

crises were not short-run affairs, bu t were in part the 

result of an almo�t continuous tendency for wag e increases 

to exc eed gains in produc t i vity" (25, p� 272). Whe ther it 
., 

wa s the Council's influenc e or the foreign influence which 

had the greater impact en Government thinking i s  not clear. 

Perhaps it -v1as a combination o f  both. The important point, 

however, is that 1961 marked a turning point in Government 

thinking. Subse�uent anti-infla tionary policies reflected 

the shift in emphasis from demand factors to cos t fac tors 

and attempted to stimulate the nation's produ c tivity. 

Specific p�licy measures taken to achieve these ends are 

detailed be lo\v. 
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10. 

The ne\·l emphasis on co st factors was manifested in the 

adoption of the "pay pause." In July, 1961, the Chancellor 

of the Exchequer, Mr. Selwyn Lloyd, requested that the 

private sector voluntarily acquiesce to a temporary wage and 

salary freeze. This request was accompanied by a plea for 

restraint in dividend payments. Since there -had been no 

prior discussion of thi-s po licy" \-!i. th ·the unions, ·they 

.quickly expressed their opposition. The wage free z 8  was 

largely ignored in the private sector while being rigidly 

applied in the public sector over which the Government had 

control.· The freeze generated deep resentment; both on the 

part of the public employees who were directly affected by 

the pause, and on the part of the general public· who 

expressed sympathy over the discriminatory measures imposed 

on the public employees (10, p. 432). In February, 1962, 

the Government finally abandoned the unpopular and unsuccess­

ful pay pause. A guideline policy was imposed_ in its place. 

A new White Paper diclared that the pay pause would end in 

M.arch, 1962, and that pay increases for the remainder of the 

year should not exceed 2 1/2 percent (22, p� 40). This 

"guiding light" figure was b�sed on anticipated productivity 

increases. Again the plea for restraint was unilaterally 

imposed on the trade··union movement. The \"lhi te Pa:IJer did 

not satisfy labor leaders since the previous decade 

experienced dividend increases of 145 percent while wages 

increased only 87 percent (10, p. 432), 



The National Economic Development Council (N�E.D.C.) 

wns establishe d in 19625 Its primary furiction was to 

s6rutinize the country's econ6mic pe rformance in orde r to 

identify obstacles to growth. Emphasis J•rould be placed on 

achieving an optimum utilization of resources ( 22, p. 41). 

The N. E. n. C. re ceive d endorse.ment of hoth the 'l' .u. c. and 

various e m� loye rs associationR. The e ndorsement of the 
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T •. u. C. \'7as not. t-:i thout rese rvations. \';bile recognizing that 

the obje ctives of the new organization were compatible _with 

T.u.c. obje ctive s, the T.u.c. took pains to emphasize that 

it \'70Uld. close:ly scrutini ZC the means chosen 't:O achie ve 

the se obje ctive s. ·The y stated that the ir de cision to 

coope rate with the . N.E�n.c. did "not i�ply acceptance of the 

Chance llor's vie ws th3t the solution to Britain's e conomic 

difficultie s is to be found in wage re straint" (22, p. 41). 

The T • U .C. did not completely repudiate. \\1age re straint but 

felt that v1age re _straint �·i�uld only be conside re d in the 

conte xt of a CQmpr:e hensive planning·sche Me (201 p. 194). 

The lack of cooperation \'lith both the "pay _pause" and the 

11guiding light" \�as indicative of the union' .s attitude 

towards wage r�straint as practiced by the Conse rvative 

G�v�rnme nt. 

This la6k of cobpcration with ge neralized wage re straints 

led the Conse rvative Gnvernment to try a new approach. A 

·National I!}come s.Conunission (N.I,C,) was e stablishe d in 1962 

"to provide impartial Clnd antho:-:-i -t;atj_ve advice on matte rs of 

importance re lating to incomes {10, p�' 432). The Commission 
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was composed of a chairman and three members all of whom had 

no a f filiation with either labor or management . Its 

functions were three-fold: exru�ination of currently 

negotiated pay c laims at the request of the parties involved; 

examination of any pay c laims in the publ i c  sector at the . 

request- of ·the· · government; r e trospective examination of any 

pr ivate se ttl ement at the r equest of the Governmente These 

exami nations were not me ant to lead to any binding settle­

ment or alter previ ous sett lenents. The trade-union move­

ment repudiated the Commission on t"�;o,o grounds . They felt. 

that sinc'e the Commission v1as smal l and had li.mi ted research 

fac i l i ties; it was not, th�ref6re, equi�ped to give i mpartial , 

accurate advi ce on whether various cl aims and settlements 

we re in the nat ional interest . I n  addition the uni on 

leader ship vi e,�ed the Commission as a spok esman for the 

Government, si nce no representati ves · of labor or management 

were included . The T . u. � . . advised its members not to 

cooperate with the Commission. The Commi ssion, therefore , 

had ne i ther statutory authority no� authority by consensus. 

The Commission's ro le v1as never precise ly de fined. In 

gene ral i ts function was to l imit wage increases, but it was 

never . quite c lear just what the criteria were or whether or 

not there were any except ions to the criteria. If the 

Coll1Itlission 1 s job ·\•Tas administration of government policy, a 

well-defined po licy would have been r equired. If its 

function was to determine a po licy and delineate norms and 

exceptions, the trade union's obje ctions concerning 
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repr e s entation and adequacy o f  s t a f f  were va l i d ( 2 0 , p .  1 9 1 ) . 
. . 

Dur ing the two y e ar exi s te nce o f  the Commi s s i on onl�l four 

report s  wer e  i s s ued , . O f  th e s e ,  thre e  were re tro spec tive and 

were mere ly commentar i e s  on agreement s .  A four th h e lped 

· bui ld a c a s e  for a s ub s eque nt pay i ncrea s e  for un ive r s i ty 

te ache r s  ( 1 0 , pp . 4 3 2- 4 3 3 ) . 

The early hi s tory o f  i n come s po l i ci e s  was l ar g e l y  a 

hi s tory o f  f a i lur e s. , y e t  va luab l e  l e s s o n s  wer e  learned 

\'lh i ch cou ld be app l i ed to l a ter po l i c i e s . The Labour Gover n..,., 

ment ' �  po l i cy in 1 9 6 5  con t a i ned many e leme nts tha t were 

l a ck i ng in prev i ou s  attemp ts to imp l eme nt i ncome s po l i cy � 

I n  gene r a l  the atti tude towards such a po l i cy wa s nore 

favor ab le with a Labour Gover nment i n  power . A s  wa s the 

c a s e  in the 1 9 4 8  experime n t , coop er � t i on from th e l abor -union 

movement was mor e  r e ad i ly obt a i ned s i nc e  the Lab our P arty was 

a tr ad i ti ona l a l ly o f  the wor k i ng ma n . The new po l i cy wa s 

not a result o f  uni l a te r a l  go�er rune nt impo sit i on a s  h ad been 

e ar l i er attemp t s � Ra the r , it \•l a s  a r e su l t  o f  con s u l t a t i on 

and con s e n s u s  on the par t o f  the Gover nment ,  the trad e -union 

movement and repr e s entative s o f  i ndu s try . Re s tr a i nt wou ld be 

imposed on a l l  f orms of i ncome r a th e r  than o n ly on i ncome 

e ar ned by l abor . S p e c i fi c cr i teria were s e t  up i ndi c ati ng 

l eve l s  o f  wag e and price i n cr e a s e s  con s idered j u s t i f i ed by 

i n crea s e s  i n  g e ner a l  produ c t i v i ty . Excep t i o n s  to th e s e 

cr i te r i a  were out l i ned , _  whi ch provided i nce nt i ve s f or 

s p e c i f i c  product i v i ty me a s ur e s  and for a ch i evi ng sp e c i f i c  

s o c i a l  and e conomic ob j e ctive s .  An adequa t e ly s ta f fed body , 
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the National Board for P r i c e s · and Income s ( N . B . P . I . ) wa s s e t  

up t o  evaluate wage and pr i c e  ch ang e s  under th e s e  c r i teri a �  

George lvood cock , ( General S e cre tary o f  the T . u .c. ) des cribed 

the N . B . P . I ,  as b e i ng enti r e ly d i f f erent from i t s predec e s s or 

the N . I . c . , Nh i ch wa s a body capab le o f  formulating and 

app ly ing pol i cy from the top down ; i n - doing so , u surping 

.funct i o n s  o f  trade u n i o n s , _ emp l oye r s  and gove rnrn� nt ( 4 1 , 

p .  8 0 ) .  The pol i cy wa s pre s e nte d  no t a� an emergency m� a s ur e  

t o  over come a cur re nt ba l a n c e  o f  payments cr i s i s , but r ath er 

as a comprehe n s ive program wh i ch wou l d  promo te i n cre a s e s  i n  

rea l i n come , through incr e a s eo productivi ty wh i l e 

simu ltaneous ly promoting d e s i r ab le s oc i a l  go a l s . 



CHAPTER I I I  

POLICY 

The Governme n t  wa s encour aged by the suppor t o f  l abor 

and manr.lg ement a s  expre s sed both i n forma l ly at s ever a l j oi nt 

�e eting s ,  and forma l ly .. i n  the " .Jo i nt Stateme n t  o f  I n t e n t  on 

Productivi ty , Pr i ce s  and I n come s . "  A s  a re s u l t , it pro� 

c e eded to pub l i sh tw·o s u c ce s s ive 'tvhi te Paper s out l i n i ng 

spec i f i c  deta i l s  o f  the po l i cy imp l ementation . The f i r s t  

Whi te Pap er wa s pub l i shed i n  February , 1 965 . I t s purpo s e  

wa s t o  e s tabl i sh spe c i f i c  de t a i l s  and me thod s o f  imp l eme nta-

tion of th e po l i cy \\[i th i n  the g ener a l  f r amev1ork s e t  out i n  

numerous con f e r e nce s betwe e n  l abor , manageme n t  and 

Government . 

The National Economi c D eve lopment Of f i ce , i n  co n j unction 

,.,i th s ever a l  other _ Governme n t  Depar tme nt s ,  wa s d e l eg ated the 

t a sk of " a s certai nme nt , i n terpr e tation a nd a s s e s sment of the 
r 

r e levant f a c t s  abou t general pr i ce and i nc ome behav i or " ( 1 1 ; 

p .  2 ) . Report s o f  the s e  f i nd i ng s  \•?ou ld ·be s ubmi tted to the 

Na tional E conomi c  Deve lopme nt Counc i l (N . E .  D . C . ) , \vho s e  

func t i on was to r e v i ew t he s e repo r t s  a nd to a s s e s s the i r  

imp l i c at i on s for · the nationa l  i ntere s t. lvhen deemed nece s s ary 

sp e c5. f i c  r ecommend.?.t:i.ons tt!Ou ld be made . Gov e r nme n t , u n i o n s , 

and manageme n t  wou ld be r e s po n s ib le f o r  a c t ing on any o f  

the s e re commendati ons ( 1 1 , p .  2 ) . 
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The Nationa l Bo ard for Prices and I ncom0 s wa s � e t  ur;· to 

examine sp eci fic price a nd i ncome s chang e s . The Board w a s  

divided into two subs ec tion s ;  one con ce� ned wi th pr i ce s , a nd 

the o ther conce r ned wi th income s .  Th e Prices Review Divi s i ort 

wa s delegated the r esponsibility 

to - inve s tig a te any price or group of pri ?e s  
(manufacturing , who l e s ale or r e tail ) o f  gooa s and 
service s in private indu s try and in nationa l i s ed 
indu s try . Both p articular cas e s  of price chang e s  
and c a s e s  i n  which the re has been . no chang e ,  
although pr ima - fac ie some reduction appear s to be 
warr anted , will be covered . ( 1 1 , p .  3 )  

The I ncomes Review Divi s io n  wa s d elegate d the re spon s ib i l i ty 

to i�ve s tigate cl aims and s e ttlement s  rela tin g to 
wage and salary increa s e s , reduct ions in hour s 
and o ther improvemen t in conditions of s e rv ice , 
whether in the private s e c tor , the nationa l i sed 
indus tr ie s or the public s ervices ; ca ses in whi ch 
a revaluation of pay levels or an ove rh aul of pay 
s tructure seems to be indicated for economic or 
social reasons ; the level of ear ning s in an 
indu s try or sector ; and where appropriate , ca ses 
of i ncrea se s i n  mon ey income s othe r than wag es 
and salaries . ( 1 1 , p .  4 )  

· 

Member ship of the Board would con s i s t  of a. chairman , a 
, 

repre sen tative o f  the trade- union movemen t and manag ement 

and several inde pendent per sons wi th nei ther trade uni on nor 

manageme n t  affi liation .  The " i ndependent" �ember s would be 

collectively qualified in relevant areas such as law , 

accoun tancy , economics and i ndus trial r elation s  ( 1 1 , p .  3) . 

For inves tigati�n of specific ca s e s ,  panels compri s ed of 

trade un ionis ts and repr e s e ntative s of manage ment would be 

appointed to a s si s t  the Bo ard . In addition , the Board would 

have a permane nt s taf f with exper ti s 8  in the ar eas o f  

accountancy , indu s tria l rela tion s and s t a ti s tic s ( 1 1 ,  p .  3 ) . 
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The Governme nt wou ld b e  r e spons ible for r e f e r r a l  of 

speci f i c  c a s e s . B e c au s e  of the Jo i nt S ta t emen t · o f  I ntent ·o n  

P rodu c t ivi ty , Pr i c e s  and I ncome s , and other e n c our ag i ng 

d i s cu s s i o n s  with uni on a nd �anagerne nt repre s entat ive s t  

vo lun tary coopera tion wa s anti c ipa ted in a l l  the Boa r d ' s · 

i nve s t i g a tio n s . I t  wa s not f e l t ,  the r e f or� 1 . nece s � ary to 

empo\ver the Boar d  wi th s ·ta tutory author i ty .  After the Board 

conc lude s i t s  i nve s tigation and make s  i ts r ecomm�nd u t i o n  

known , i t  has n o  po·wer o f  e n forcement other than by 

per su a s i on and the mar s ha l l i ng of pub l i c op i ni o n  ( 1 1 , pp . 3-

4)  • 

Two months after the i n i t i a l  Whi te Paper wa s pu� l i s hed , 

a s e cond Wh i te Paper \-la s  re l e a s ed \-Th i ch out l i ned norms f or 

a c ceptab l e  \vag e  and pr i c e  i n cre a s e s .  Con s ide r at i on o f  

an ticipate d  i n crea s e s  i n  pr odu ctivi ty a n d  labor - f or ce 

par t i c ipatio n l e ad to the conc l u s ion tha t i ncome s i ncr ea s e s  

i n  the r a ng e  o f  3 percent to 3 1 / 2  percent ( the norm ) would 

be non- i n f l at5 o n ary . Thi s f i g ur �  wou ld b e  r ev i s ed i f  

per i od i c  r e v i ew s  by the N . E . D e C �  de emed s u ch r ev i s i o n  

n e ce s s ary ( 1 2 , p .  7 ) . App l i c a t i on o f  t h e  norm to wag e s a nd 

s a l ar i e s  s ho u ld cons ider not only b a s e  pay r ate s , but any 

co s t  i ncre a s e s cau�ed by redu ction i n  hour s wi thout pay l o s s ,  

incr e a s ed f r i ng�_ be n e f i t s  or i n cr e a s ed e arni ng s  r e s u l t i ng 

from premiums paid for s h i f t  work or ove r t ime ( 1 2 , p .  8 ) . 

Wage incre a s e s  i n  exce s s  o f  the nor m wo uld be perm i t ted i n  

c i r cum s tance s :  



( i )  wher e the emp loye e s  concerne d , for examp l e by 
ac cepti ng more exac tfng -v.rork or a ma j or chang e 
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i n  work i ng pr a c t i c e s ,  make a di r e c t  contr ibution 
toward s  i ncre a s i ng product i vi ty i n  the par t i c u l ar 
f i rm or indu s try . Eve n i n  such ca s e s  some o f  
the bene f i t  s hou ld ac crue t o  the communi ty as a 
who l e in the form o f  lo;,,�e r · pr i ce s ;  

( i i )  where i t  i s e s s e n ti a l  i n  th e nationa l i ntere st 
to s e cure a chang e in the d i s tr i bu tion o f  man­
power ( or to preve nt a chang e that wou l d  other ­
wise tak e pl ace ) and a pay incr ea s �  would be 
both ne ce s s ary and e f fect ive for thi s  purpo se ; . 

. ( i i i )  where ther e i s  general r e c ogni tion that exi s t i ng 
wa�e ahd s a lary leve l s  are too l ow to ma inta i n  
a r e a s onab l e  s t andard of l iv i ng . 

( iv )  where there i s  wide s pr e ad r ecog ni ti on that th e 
pay o f  a certain group o f  worker s has f a l len 
s e ri ou s ly out o f  l i ne "¥7i th the l eve l o f  remun·­
era tion for s imi �ar work a nd ne eds i n  the 
na tional intere s t  to be improved . ( 1 2 , pp . 8 - 9 ) 

At the i n ception of the po l i c y , the se exc ep ti on s s e emed 

appe a l i ng to governme n t , labor and ma nagement . The f i r s t  

w a s  a imed at encour ag ing produc tivi ty incre a s e s , a goal 

cqmp a tih l e with gro\v th and there f ore the po tenti a l  for · 

inc r e a s i ng r e al i ncome . The s e c ond was a imed at encour a g i ng 

a mor e e f f i c i e nt al lo ca tion o f  human res 6�rce s .  The third 

and fourth we re aimed at soc i a l  r a ther t h a n  economi c go a l s  

wi th pr ime con s ideration be i ng tAle l f are and _equ·i ty for cer ta i n  

se gme nts o f  soc i ety . 

Poli c;:y con cer ning f orms o f  inc om e  o ther than t-1ag e s  and 

· s a l ar i e s wa s vagu e ly out l i n�d . Income s co ntr ol led b�l the 

Governme nt and i ncome s of s e l f -emp loyed p e r s on s wer e e xpe cted 

to be subj e c t  to cons ideratio n s  s imi lar to tho s e  ou t l i ned f or 

g e ner a l  pay incr e a s e s .  I n  add i tio n  r e nta l i ncome s wou ld be 

subj e c t  to s cruti ny of the Board ( 1 2 , p .  9) � I n  ord er to 
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a s sure th a t  the s� i ncome r e s tr a i n t s  would not r e su lt i n  a 

pro f i t wi ndf a l l ,  a spec i f i c  pr ice pol i cy wai outli ned whi ch 

wou ld , in ef f e c t , limi t profit i n cr e a s e s to ca s e s  j us t i f i ed 

by in cre a sed e f f i c i ency . - P r ice incre a s e s  wou ld on ly be 

j u sti f i ed : 

( i )  i f  ou tput per emp l oye e  cannot b e  i ncrea s ed 
suf f i c i ent�y to . a l low wage s a nd s al a ri e s  to . 
i ncrea s e  a t  a rate con s i s tent wi th the cr i te r i a  
f o r  income s stated i n  • • • [ the exc eptions to 
in come s norm ] • • •  wi th out some increase i n  
pr ice s ,  and no of f s e tti ng r educ tions c a n  be 
made in non- labour co s t s per uni t of o utput · 

or in return sough t on inve s tme n t ;  

( i i )  · i f  there are unavo idab l e  i ncr e a. s e s · in non­
l abour costs s u ch a s  mater ial s ,  fue l , s e rvi ce s 
or marke t i ng co s ts per un it of outp ut .. \1-lhi ch 
c annot be o f f s e t  by reductions in l abour or 
cap i t a l  co s t s  per uni t of outp ut or in the 
r e tur n sought on i nve stment ; 

( i i i ) if ther e  are �n avoidab le i ncr e a s e s i n  cap i t a l  
c6 s t s p e r  un i t  o f  output whi ch cannot b e  o f f­
set by reduc ti on s i n  non- c api t?l co s t s  per 
un i t  of output or in the re tur n s oug h t  on 
i nve s tment ; 

( iv )  i f , af ter every e f for t has been mad e to 
reduce c o s t s , the en terpr i s e  is unab l e to 
secure the c apita l r equir e d to meet home and 
over sea s  demand . _ ( 1 2 , p .  7) • 

Pr i c e  reductions wou ld be expe cted : 

( i )  i f  output per employee i s  i ncre a s i ng f a s ter 
than the r ate of i ncre a s e i n  wag e s  and 
s a lar i e s whi ch i s  cons i s tent wi th th e cr i ter i a 
for income s s tated i n  • • • [ the excep t i ons 
to i n come s norm ] • • •  , a.nd the re a r e  no 
of f sett ing and unavo idable i n cr e a se s in non ­
labour costs per uni t o£ cutput ; 

( ii )  i f  the co s t s  of mater ia l s , fue l or servi ce s 
per uni t of output are fa l l i ng and there are 
no of f s ett i ng a nd unavo i d able i ncr e a s e s  in 
l abour or c ap i ta l co s ts per uni t of output . 



( i i i )  i f  capital co s t s  per un i t  of output are f a l l i ng 
and there are not o f f s e tt i ng and unavo idab le 
increases  in non-cap i ta l · co s t s  per un i t  of 
output ; 

( iv ) i f  pr o f i t s  are based on exce s si ve mark e t  
p-o,·.:er • ( 1 2  1 p • 7 ) 
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CHAPTER IV 

STRUCTURAL IHPEDIHENTS TO INCOfft..E S  POL I C Y  

I n  an �tternpt t o  so lve t h e  prob lem s  f a c i ng G r e a t  

Br i t ai n ,  the Labour Government de s i gned a compr ehe n s ive 

appar atu s  to - irnp lerne rit income s �6 l i cy . I t s  shor t-run ob j e c-

t ive wa s r e s trai ning wag e s  and pr i c es to achi eve equi l ibr i uM 

o f  the bal ance of payment s .  I t s  l ong -run ob j e ct ive s we r. e  

acce l e r at i o n  o f  economi c g�owth �nd e f f i c i e ncy , and ichi�vc-

ment o f  s o ci al goa l s . The po l i cy cons idered a l l  forms o f  

i ncome , s o  tha t  bene f i ts that accrued t o  s o c i e ty a s  a r e s ul t 

o f  acce l e r a ted growth \'7ou ld not be a t  the expe n s e  o f  the \vag c 

e arni ng s e c tor . S i nce union �n d  manageme n t  r epre s e ntative s 

p l edg e d  their full cooper a t io n to a s sure the s uc ce s s o f  the 

pol i cy ,  the pro s p e c t s  for s u cc e s s ful imp l ement at i on o f  the 

po l i cy s eemed favorab l e . Howeve r , upon more c are ful s cruti ny , 

i t  i s  obvious that there wer e i nherent d e f e c t s  i n  the po l i cy 

whi ch j e op ard i z e d the potenti a l  f o r  succe s s fu l  imp l eme n t a t i on • . 

The po s twar s tructure o f  co l le c tive b arg a i n ing i n  G r e a t  

Br i ta i n  wa s an imped ime n t  t o  imp l emen t a t i on o f  an i n come s 

· po l i cy . The pol i cy empha s i z ed vo luntary adhe r e n c e  and w a s  

backed s o l e ly wi th the s an c t i o n s  o f  pub l i c  op i no i n .  Thi s 

wou ld have b e e n  more s u i tab l e  to the b arg a i n ing s tructu r e  i n  

Gr e at B r i t a i n  dur i ng the i nterwar .p er i od whe n  bar g a i n i ng took 

p l ace on an indus try-wide b a s i s where emp loyer a s s o c i a t io n s  

a nd o n e  or more unions c arr i ed o �  n�go t i atio ns . Under the s e  

2 1  
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cond i t i ons , s e ttlement s a r e  like ly to come und er pub l i c  

s crut i ny . The r ationa l e  beh i nd th i s  type o f  barg ai n i ng i n  

the _ i n terwar p e� i od was the s igni fi cant amount o f  und e r ­

emp loyment during thi s p e r i od . Through thi s type o f  bargc---.. i. n-· 

i ng compe ti tive '\�ag e- a n d  pr i ce -.cutti ng was_ avoided ., A sma l l  

group o f  spe c ia l i s t s . wer e  ab-le t o  co nduct negot iat�ions foJ� 

l arge number s o f  worker s and f i rms . Uniqns f e l t  i t  \vou l d  be 

mu tu a l ly ad vantageou s to a c t  co l l e ct ive ly dur i ng a 9er i od 

\vh e n  the ir bargai ning po,�?er was \ve ak . I n · add i tion , through 

thi s  typ e of barga i ning. , �rorke r s  we re a s sured equa l pay for 

equ a l  . work ( 1 ,  pp . 1 0 3 - 1 0 4 ) . 

After the war there wa s a tendency f o r  greater decentra­

l i z ati on i n  barg ain i ng $ . A t-v.1o - t i e red barg a i n i ng system 

deve loped in �o s t  i ndu s tr i e s . B a s i c  wag e  rates and cond i ti o n s  

o f  employment -v.1ere s t i l l  nego t i ated o n  a nati o n a l  l eve l .· I n  

mo s t  · ca s e s  the s e  n a t i o n a l  neg o t i at i on s me.r e ly s erved to s et 

mi n i.mum r a t e s  and s tandard hour s . Add i t i on a l  barg a i n i ng \.;ra s  

the n c �ndu cte�l o n  a p l e.�t . leve l i n  . order t o  cornp l e.te t h e  v.ra.ge 

and bene f i t  p a ckage ( 1 0 , .P . 4 3 7 )  • S uch local negot i a t i o n s  

.gave manageme nt a g r e a t  d e g r e e  o f  f le xi bi li t;y i n  d e te rm i ni ng 

. wage s and production me thods to me e t  local  condi tion s � Thi s 

a f f orded a me ans of comp e ti ng f or l abor i n  a tight mark e t  and 

permi tted f lexibi lity i n  s e tt i ng up i n ce ntive s cheme s . 

Un i o n s , too 1 were content wi th the sys tem , s i n ce thr ough the 

· nation a l  negoti atio n s , they could poo l the ir s treng th to 

a s s u r e mi nimum pay and bene f i ts ;  but \ve r e  ab le to take 

advan t ag e  o f  lo c a l  l abo r  mark e t  cond i t io n s  and o f ten they 
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wer e  abl e �o i ncreas e e ar n i ng s  far above th e n a t i on a l mi nimum 

( 2 0 , p .  1 6 7 ) . 

Whi le thi s type o f  decentrali z ed barga i ni ng i s  

advantageou s t o  u n i on s  an d management , i t  tend s t o  act a s  a 

barr ier to the Labour Government ' s  ver s i on o f  i fi come s po l i cy 

· whi ch wa �  d e�e nd erit ori · vo luntary �dherence and wa s erifor ce ­

ab l e  o n ly through the pre s s ur e s o f  adve r s e  pub l i c  op i 11 i on . 

I f  the l arge s ca l e nat io n a l  a g r e eme nts actua l ly r egu l ated th e 

ent i r e · wag e packag e , thi s  s anc t i on might pr ove e f fe ct ive . 

The tr end toward s d e c e ntra l i z a tion , howeve r , r e s tl l t e d  i n  

nume rou s  local agr e ements supp leme nting the n a t i on a l  

agr e eme n t , Thu s , i nf l a tio nary pay i n cre a s e s  could e a s i ly 

e s c ape the s c rut i ny o f  i nc o�e s p o l i cy admi ni s tr a tor s .  

Worker s \ver e  ab l e  to g e t  " l e g a l " i ncre a s e s  throug h the 

n at ion a l negot i a t i on s ; but the comp l e t e wag e a nd b e ne f i t  

packag e s \·Je re determi ned thr ough numerou s l o c a l  n egot i a t ion s 

( 5 5 , p .  2 0 4 ) . 

Ther e  were sever a l  f a c tor s wor k i ng in the Br i ti s h  

e 9o nomy dur i ng the po s twar per iod wh i ch t e nded to i nc r e a s e  

the amount o f  d e c e n tr a l i z a t i o n  o f  t h e  barg a i n i ng s tr ucture . 

There has been i nten s e compet i t i o n  b e twe e n  the l arger 

uni o n s  to ab s orb sma l ler unions and there fore i ncr e a s e  th e ir 

po�.ver . In order . . f o r  the l arger u n i on s  to g e t  the sma J l e r  

un i o n s  to agree t o  ama lg ama t i on s , i t  was ne ce s s ar y  to demon­

s tr ate to the sma l l er unions the be ne f i t s to b e  der ived from 

such ama lg am.J. tion . Th i s  f o s te r e d  d e ce ntr a l i z ed b arg a i ning 

s i nc e  local l eve l ba rg a i n i ng mor e c l e ar ly demo n s tr a ted the 



advant ag e s  o f  b e l ong i ng to a particu l ar u n i on th an d id the 

more remo te nationa l agreen�nts (55 , pp . 2 0 5 - 2 0 6 ) . 

�nether · f ac tor co n tr 1 but i ng t o  the shi f t i n g  of power 

from the national to the local leve l \>las a re s u l t  of p a s t  
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con f l i c t  betwe e n  na tion a l  a n d  l o c a l  lead e r s  of the two l arge s t  
I 

Br i t i sh unio n s , · Lo c al·  leade r s  fe l t  that the national unions 

were too con se rvat ive . Sharp i ntr a-union r i f ts r e s u l ted·, 

Whe n  new nati ona l leadership came i nto power , the f i r s t  order 

of bu s i ne s s  wa s s tr e ng thening i nternal matter s ,  I n  order to 

accomp l i s h th i s , the new l e ad e r s h i p  dec ided to · give more 
I • 

powe r to the loca l l e ad�r s , and pl edg ed s trong s uppor t to 

them . The two uni ons i nvo lved ( the Tr anspo r t  and G e ner al 

��orker s ' Un ion and the Amalg ama ted Eng i ne e r i ng U � i on ) com-

pr i s ed on e four th of a l l  un ion members a nd we re r e pr e s e n t ed 

in a lmo s t  every Br i ti s h i ndustry . The tr e n� to greater 

s uppor t of local barg ai n i ng , the r e for e , s pre ad to other 

un ions (55 , p .  2 05) . 

The dynam i c  natur e o f  Br i ti s h i ndu s try a l s o i n f luenced 

the s truc tur e o f  col l e c ti ve barg ai n i ng . Whe n  cong lome r a te 

corpor ations were cr e a t ed , the manageme nt w� shed to avo i d  

r e conc i l i ng var i ous nationa l agr eeme nts covering employe e s in 

s ever a l  indu s tr i e s � Thi s i n f lue nced the eme rgence of sma l l  

uni t bargai ning � The tendency toward s i ndus tr i a l  and com­

mer c i a l  con centr ation ha s had a s imi l a r  e f fe c t . Larger f i rms 

tend to nego tiate as a s i ng le un i t rather th an re ly on 

emp l oyer � s s o c i a tion member sh i p  th rough wh i ch i ndu s try-wide 

barg ai ning is c arr i ed on . The adva�tage s o f  emp l oyer 
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a s so c i a t i ons such a s  f � nancial a s s i s tance dur ing a d i spute 

or i nd u s tt i a l  r e lation s  speci ali s t s  are no t ne ce s s ary for the 

large f i rm . The l arg er f i �ms are c apab le of providing for 

the ir own need s  i n  the s e  areas and can the r e fore free them-

selve 3 f r om the re s tr i c t ive e l ements o f  a s so ci a t i o n  fn(�mber �· 

ship ( 5 5 1  p �  2 0 6 ) . 

I n crea � e s  i n  ]l...mer i can i nve stme nt has a l so ha s te ned 

d e ce nt r a l i z ed harg a i n i ng c A l ar g e  number o f  Amer ican firms r 

or the B:r.i ti sh sub s i d i ar i e s  o f  Am�r i ca n  firms I r e s u ). te� in . 

the importa tion o f  Amer i c an manag er i a l techniques .. l\�mer i can 

co l lect ive bargaining s tructure h a s  been pr edomi n a n t l y  

de centrali z ed ,  and thi s method ��a s  pref erred b y  the 1�.rner i can 

ma.n.::tger s i n  Gre a t  B:!::' i tai n .  T h e  succe s s  o f  th e Amer i can 

mana.ger i a l  te chniqu e s  l e 3.d Br i t i sh f i rms to imi ta te Ame rican 

pract ice s ,  inc luding decentr a l i z ed barga i n ing ( 5 5 ,  p .  2 0 5 ) . 

I n  c a s e s o f  two- tiered barga i n i ng , i t  i s  di f f i cult in 

many cases to mea sur e pre cise ly the extent o f . l o c a l  bargaining � 

Such barg ai ning " i s ne i th e r  exp l ic i t nor forma l " ( 2 0 ,  p .  1 6 7 ) . 

N�ither unions nor . man ageme n t  wi sh to acknowledge the exten-

sivene s s  o f  loca l neg o t i ation s . 

Employer s fee l that i nforma l pract i c e s  g ive them more 
di scret ion and con s t i tute l e s s  of a re s tr i c t i on on 
the ir prerogat ive s ; they do not e s tab l i s h preced�nt , 
a nd a r e  r ever s ib le with the tur n o f  the bu s i ne s s  
cycle ; they ar e le s s  like ly t o  le ad to s tr ike action 
or to " whip- s a"tJ.'i ng " tac ti c s ; and th ey are l e s s o f fen­
s i ve to emp l oye r s ' a s soci a tio ns whose pro te c tion 
they value arid who frown on indivi dua l barg ain ing . 
On the union s i de , much o f  the local b arg a i n ing take s 
p l ace through the shop steward s and i s  thus out s i de 
the fo rma l fr amework o f  the tr ade u ni ons . For th i s 
r e a s o n  the uni ons have rot ope n ly acknowl edged or 
b l e s sed l o c a l  bnrga i n ing . ( 2 0 , p .  1 6 7 ) 
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'fhough t.he ext ent o f  th i s type ·o f b arg a i n i ng i s  di f f i cu l t  to 

pre c i s e ly mea s ure , the fact tha t such bargai ning did pr eva i l 

h ad unfortunate cons equenc e s  for the succes s o f  i ncome s 

po l i cy a s  devi s ed by the Labour Government . In order for a 

vo lunt ary i n come s  po l i cy to be e f f e ctive , the number o f  

negot i ations mu s t  be l imi ted s o  th at any devi ations from the 

i n come s norm i s  readi ly id�nt i f i ab l e ,  The non-comp l i er rnu st 

coMe under pub l i c  s crutiny . In add i tion , a l imi ted numbe r 

of neg oti ati ons " imp l i e s  a c lo s er and more d i r e ct corre spon­

dence betwe e n  i ndividua l action and the pub l i c  intere s t "  ( 4 2 ,  

p .  12 2 4). · As the barg ai n i ng sys tem be come s mor e dece ntr a­

l i z ed ,  the e f f e ctive ne s s of vo luntary po l i cy d imi n i sh e s c 

I t  i s  int e r e s t i ng to note tha t one featur e o f  the Labour 

Government ' s i n come s pol i cy i t se l f  t.cnded to e ncourage j us t  

the . typ e o f  decentr a li za tion whi ch re nder s s uch a pol i c:y 

no nvi ab le , Thi s i s  th e se ction providing for above - noi: m pay 

incre as e s  in cases where employees make direct contr ibuti o n s  

t o  i ncrea sed productivi ty . That provi s i on brough t about a 

rash o f  pr oduct ivi ty agreements which j u s t i f i ed abov e - norm 

i ncr e a s e s . Thi s typ e uf . agreeme nt is more f e a s ible i f  

negot i a tions are conducted a t  the loca l leve l . I n  s ev�ra l  

pr omi nent co se s , compan i e s  wh i ch b e came s i gnator i e s  t o  pr o­

ductivi ty agreement s s imu ltaneous ly wi thdrew from employer 

as soc i atio ns ( 5 7 , p .  369 ) . Thu s , 
·

the productivi ty except i on 

· c lau se , despi te �ts intr i ns i c  mer i t s  tends to encour age 

d e ce n tral i z a ti on in co l l ective bar g a i n i ng , whi ch is d e tr ime n­

tal to a vo lun t ary i ncome s po l i c y ( 2 8 ,  p .  4 2 ) . 
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I t  i s  d i f f i cu l t  to o.pp ly i n come s guide l i n e s  to a sy s t em 

i n  whi c h  there i s  a decentr a l i zed form o f  bar g a i ning . Even 

i f  national ag r e eme nts con form to the i ncome s po l i cy norm , 

separ ate negotiations at th e p l a n t  l eve l may i n cre a s e  thi s 

ba.�e ra te cons iderab ly . I ncome s _ po l i cy made no provi s i on 

for thi s conting ency . The po l i cy spe c i f i c a l ly sta ted th a t  

app l i c a ti o n  o f  norms f o r  p a:y :i. ncre a s � s  should not be l imi ted 

to ba se pay r a te s , but shou ld i n c lude co s t  incr e as e s  r e s u l t ­

i ng from r eductions i n  hou r s wi thout pay lo s s ,  i n cr e a s ed 

f r i n g e  bene f i t s  and i ncr e a s e s  a s  a r e s u l t  o f  pr emiums paid 

f o r  sh i f t ' work or ove rtime ( 1 2 , p .  8) . The s e  bene f i t s  are 

mor e d i f f i cu l t  to mea s ure ag a i n s t  the i ncome s norm � Wh i l e  

the bene f i t s  may b e  d e s i r a b l e  f o r  the ir own sake , they may 

repr e s e n t  i n cr e a s ed l ab o r  co s t s  to 
·
f i rms and h i gher rec.l 

income to worke r s . They ar e a means o f  b i dd i ng up the pr i c e  

o f  l abor , \·lh i l e  o s tens i b l y  k e ep i ng the money wag e \\fi th i n  the 

g ive n norm under. an i ncome s pol i cy ( 3 !i ,  p .  1 7 ) . " From r e a s o n  

of s he e r  pr a c t i c a l  nece s s i ty ,  i ncome s p o l i cy mu s t  de al in 

terms o f  wag e  r a tes ; only for the s e  a r e  s t a t i s t i c s  r e ad i ly 

avai lab le , and on ly the s e , � etermi ned centr a l ly and re l a -

. t ive ly i n frequently , are f e a s ib ly am e nab l e  t o  i n f l uence by 

a ny p r a c t i c a l  p l ann i ng mach i n ery c " . .  ( 3 8 , PP • 9 9 - 1 0 0 ) 

The divergence b e tween the r a te of change o f  nati ona l ly 

negoti ated wag e r a t e s  and the r ate o f  ch ang e o f  a c tua l e a r n ­

i ng s  ( d e termi ned by loc a l  l eve l i n cr ernen t s , exc lud i ng the 

e f f e c t s  of ove r t ime ) is ie f e r r ed to a� wage d r i ft { 9 , p ,  1 1 8 ;  

3 5 , P e  2 1 ) . A high i nc i dence o f  wag e dr i f t would i ndi cate 
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tha t marke t  for ce s ar e oper a t i ng to bid up the pr i c e  o f  

l abor . E s t ima tes fur n i shed by· the Mi n i s try o f .  Labour i ndi c a t e  

t h a t  dur i ng the per iod of vo luntary income s pol i cy , wage 

d r i f t  averaged about 2 . 2 5  per c e n t  compared to an ave r ag e  of 

about . 9 4 pe r c ent ove r  the prev i ous ten year s { 9 , p .  1 1 8 ) � 

Any s ta teme n t  concern i ng the " s ucce s s "  o f  i nc ome s po l i cy 

dur i ng the volun tary per iod mus t be reg arded s u sp i c i ou s ly 

s i nce i t  i s  l i k e ly tha t the f igure used doe s not take wage 

d r i f t  i nto cons i d er ati o n  and wag e dr i f t  was s ig ni f i c a n t  

dur i ng the per iod . 

Two po s s ible s tr uctur a l  ch ange s cou ld e l imi n ate d r i ft o 

E i th er · barg a i n ing cou ld be c onducted entire ly o n  a national 

l eve l or ent i r e ly on a loca l l e ve l . The former is u n l i k e ly 

to oc cur i n  Gre at Br i t a i n  dur i ng a period o f  full emp loyme � t � 

The la tter has o c curred in some i ndustr i e s , but i f  i t  becmne 

wide spr e ad , th e chanc e s  of succe s s  for vo luntary i n come s 

po l i cy wo u ld s ti l l  be un l i k e ly . As mentio ned above , i n  order 

for a volun ta�y income s po l i cy to be effective , the number o f  
• 

ne go ti ations mus t  be l imi ted so th at any d ev i a t ion from th e 

i ncome s norm i s  r e ad i ly identi f i ab l e . 

S i n ce the above e s timate s  o f  dr i ft exc lude ove r time 

payment s ,  there probab ly is a t e nd ency for the prob lem to be 

under s ta ted , Over t ime i s  pa i d  e ither b e cause g enu i ne pro-

duction requireme nts ne ce s s i ta t e  �ncr ea s ed overt ime or because 

per iod s of t i ght labor mark et cond i t i o n s  ne c e s s i tate 

guaranteed over t i me in order to attr a c t  l aborer s .  Rob i n s o n  

h a s  sugg e s ted th a t  the exper i en ce in G r e a t  Br i ta i n  has , for 



the mo s t  p ar t , been the l a tt er ( 4 0 , p .  2 9 ) .  Guar ante ed 

over time , may there for-e be anothe r me an s by whi ch the con­

strc:d. nts or an i ncome s po l i cy may be c i r cumve nted . Bas i c  

wage r a te s· may comp l y  with th e i n come s norm , b u t  i nf orma l 

coLtr acts may guarantee th at over time earni ngs wi l l  br i ng .  

· e arn i n g s  we l l  above the bas i c  wag e r a te . 

2 9  



CHA.PTER V 

FRON THE T .  U • C .  '1'0 THE vJORK S HOP �.,LOOR � 

A WE�K-LINKED CHAIN 

I ncome s pol i cy \-la s  deve loped by a Labour Gov ernne n t-- - a  

Government havi ng tr ad i tio n a l  t i e s  \•Ji t h  the �abor movcrr�e n t � 

The p o l i cy wa s o f f i c i a l ly endor s ed by the T . U , C �  A s  noted 

�revious ly , th e s e  circumst ance s contr ibuted to the l i k e l i hood 

of a s u cce s s f u l  i n come s po l i cy exper ime n t . It i s , how�ver , 

nece s s ary to car e f u l ly e xami ne s ever a l  r e l at i o n s h ip s : 

s p e c i f i c a l l y ; the r e l ation ship b e twee n the Labour Par ty a nd 

the tr·ade union movement , the re l a ti on sh ip betwe '2 n  the 'l1 • U 4 C � 

and
. 

i t s  compone nt unions and the r e l a t ionsh ip be twe e n  th(� �� c  

componen t uni o n s  and the ir member ship . 

Trad i t io n� l ly , s trong t i e s  exi s ted betwe en the T Q u . c .  

member un io n s  and the Labour Par ty , a l thou.gh th e T .  U . c .  

i ts e l f  has maint ained po l i t ic a l i ndependence . The Labour 

P ar ty , however , wa s l imited i n  its i n f lue�c e  over the trade 

unio ns . I n  fact the unio ns we re i n  a s trong e r  po s i t i o n to 

i n f l uence the party than vice ver s a . At the i nception o f  

in come s po l i cy , t h e  uni on s contr o l l ed 5/6 o f  t h e  vo te s at the 

annu a l  con fer e n ce of the Labour Par ty ; they contro l l ed a 

ma j or i. ty o f  the P ar ty Exe c"J tive ;  the y had about 1 0 0  r.lember s  

o f  Pa r l i ame nt in t h e  P ar l i ame ntary L abour P arty and th ey 

prov ided the bulk of the Party ' s f inance s ( 2 0 ,  -P • 1 8 2 )  e The 

B r i t i s h  Labour P a r ty has been fairly i ndependent o n  que s tions 

3 0  



3 1  

o f  a g e ner a l  po l i t i ca l ·  n a ture , but on que st ions r e l a t i ng to 

i ndustr i a l  matter s ( e . g . , legis l ation concern i ng i ndu s tr i a l 

r e l a t i ons or worki ng c ond i t io n s ) party leade r s  were r e spon-

s ive to the demands of the tr ad� unions ( 2 7 , p .  5 8 ) . Whi le 

the tr ade unions 

can i n f luence the p"ar ty ' s po licy [ in matte r s . rel ating 
to indus tr i a l  relations ] ,  the par ty h a s  no analogou s 
means o f  i n f luencing the po l i cy o f the trade un ion 
movement . Nor can the trade un ions ·be bound by any 
of the party ' s · deci s ions . ( L O , p e;  1 6 0 )  

To under s tand the impact o f  T . U . C v  endor s ement of_  an 

i ncome s po l l cy , it i s  ne ce :3 s ary t:o exami ne both the s tructure 

of the T . u . c .  and i t s  r e l a tionship to its compo ne nt 

organi z ation s , The T , u . c .  is a high ly repre s en t a tive 

·organi zatio n . Only two uni o n s  with member s hi p s  e xceed i ng 

1 0 0 , 0 0 0  were no t af f i l i ated at the o n s e t  o f  the Labo ur 

Governme nt ' s i n come s po l i c�, . r.1any unio n s , wh:i. le not h av i ng 

d ir e ct a f f i l i ation wi th -the T . u . c .  wer e  i nd i rectly connected 

through various union federations ( 2 0 , p .  1 5 5 ) . 

The General Counci l i s  the governi ng body o f  the T . u . c .  

Thi s counci l i s  compr i s ed o f  leade r s  o f  3 5  trade unions ( 2 0 ,  

p .  1 5 5 ) . I t wa s thi s General Counci l �h at de a l t  wi th the 

· Government in the initial agre ement on income s po l i cy . Once 

agre ement "1a s  reached wi th the Government , the Counc i l ca l l ed 

a me e t i ng of the e xe cutive corr�i ttees o f  th e T . U s C . - a f f i l i at e d  

unio�s whi ch e ndor s ed the newly formula ted i ncome s policy a s  

set forth in the " Jo int S tatement o f  I n t e n t  on Produ c t i v i ·ty , 

Pr i c e s and I ncome s "  and the t\·lo po l i cy ¥1hi te Paper s . �'Vhi le 

a l a r g e  maj or i ty of th e unio n s  r e pre s �nted a t  th i s  confer e nce 



vo ted in favor o f  endo r s ement , the que s tion whi ch come s to 

mi nd i s  how � i g ni f i cant was th i s  end6r seme nt . Profes sor 

U lman shed s some light on th is que s tion . He s tated : 

to be e f fect ive as · an instrume nt of per suasion , 
i ncome s pol icy mus t  r e ly on the· soundne s s  o f  two 
l i nks i n  a chain of transmi s s ion : the l i nk betv1e e n  
the centr al feder at ion [ the T . U . C . ] and the nat ional 
unions a f f i l i a ted - to tha t feder ation and the link 
between tho se national unions and the local or 
p l ant uni t s  a f f i l ia ted · to them . ( 5 6 , p .  2 5 8 )  

Pro f e s sor Ulman as serts tha t the f i r s t  i s  stronger i n  the 

Bri ti s h  sy s tem ( 5 6 , p .  2 5 8 ) . Evide nce of the s trength o f  

th i s  f ir s t  link i s  m·ani fe sted by the · large maj o r i ty o f  

natio n a l  'u� i o n repre sentative s who endor sed the T . U . C . ' s  

s tand on in come s pol i cy . 

3 2  

Whi le endor sement wa s f avored by a wide ma j or i ty o f  the 

union s ,  the re w a s  some di s s ent vo i c ed at the conf erence . 

One union l eader , Mr . B arr , of the Nation al U n i o n  o f  She e t  

Me t a l  Worker s and Copper smi ths s tCt.·ted · that hi s union s  \'7ould 

suppor t an income s po l i cy on ly if the cou?try w a s  commi tted 

to a s o c i a l i s t i c  economy . Give n the exi st ing Br i ti s h  

economic system ,  income s pol icy would not b e  acceptable ( 2 5 , 

p ,  2 7 9 ) . Mr . Jenk i n s  o f  the A s sociation o� Supervi sory S taff 1 

Exe cutive s and Techni cians , expre s s ed the op i nion th at l abor 

cost s  wer e  already too low r e l a tive to other factor cos ts . 

Manage�ent , therefore , u s ed labor i nten s ive production 

me thod s  r ather than mak ing cap i t a l  i nve s tmen t s . Thi s 

re su lted in Br i tai n ' s  reputa.t i on for po s se s  s i ng " one o f  the 

mo s t  an ti quated stocks o f - capi t a l  equipment anywhere i n  

We s tern Europe " ( 2 5 , p .  2 7 9 ) . S everal de l eg at e s  expr e s s ed 
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the v i e\\tpo i nt tha t  imp lem entation o f  income s po l i cy would 

d iver t  attent ion from wha t  the i r  unions felt were the mo r e  

s i gni f i c arit c a u s e s  o f  Bri t a i n ' s  ma la i s e ,  s uch a s  ove r -

empha s i s o n .  m i l i t ary ·  e xpend i ture s  and ove r s e a s  i nve s tment e 

They urg ed a r edu ct i on in Government mi l i tary e xp e ndi tur e s 

and a pol i cy · aimed a·t · tli.e encourageme nt o f  dome s t i c  i nve s tme nt · 

a s  a n  a lternative to income s po l i cy . ( 2 5 , p .  2 7 9 } . I t  wa s 

a l so f e ared by some de lega tes tha t the entire sy s tem of free 

co l le ct ive b arg ai ni ng would he j eopard i zed by the adoption 

of i n come s po l i cy ( 2 5 , p .  2 7 9 ) . D e s p i t e  the s e re s e rvatio n s , 

the con f er en ce d e l eg at e s  endor s ed the Governme nt ' s  po l i cy by 

a ' vote of 6 , 6 4 9 , 0 0 0  to 1 , 8 1 1 , 0 0 0  ( 2 5 , p .  2 79 ) ., Whi l e th i s  

repre s e nt s a s ubs tanti a l  maj or i ty , the oppo s i t i o n  vote was 

s igni f i cant , s i nce the T , U e C .  has no l eg a l  author i ty to 

en force ma j or i ty rule on the d i s s enting un ions . 

The \-7e akne s s  i n  the l i n}'- be twe e n the nation a l  uni o n s  and 

the loca l uni t s · ( at the p l a n t  leve l )  wa s poten t i a l ly mor e  

thr e a te ni ng t o  the s u c ce s s  o f  i ncome s po l i cy than \.oJa s  the 
. 

l i nk betwe en the c e n tr a l  feder ation a nd the nation a l  uni o n s . 

The branche s o f  the na tional unions are g eo g r aph i ca l ly ba s ed 

ra ther th an bas ed at the p l ace o f  emp loymen t ( 4 4 , p .  8 ) . 

�he r e a son for thi s i s  the h er i t ag e o f  cr a f t u n i o n i sm i n  

Gr e a t  Bri ta i n . I t  i s  probab l e  th a t any g ive n f irm wi l l  have 

to dea l wi t.h numerou s  un i on s , -v1i t}f ea ch union repr e s e n t i ng 

only a sm a l l  fractiop o f  i t s  emp loye e s ( 5 6 , p .  26 2 ) . The 

na tion a l  union , th ere f ore , h � s  a s ca ttered m Ambe r sh ip e The 

loca l br anch union o f f i c i a l s ar e too few and too poor ly p a i d  
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to spend much time i n  the p l an t s  i n  the ir d i s tri ct s . Worker s 

rar e ly a ttend branch uni on me e ti ng s  ( 2 0 , p .  1 6 8 ) . Thi s 

s i tuation · give s the national union le s s  i n f luence ove r i t s 

member s tha·n t.-.'ould b e  the c a s e  i f  i ndu s tr i a l  uni on i sm v:e r e  

1 t Sh t d f � l l  � h  1 d h '  d h '  pre va e n . op _ s ewar s � � e e a  er s 1p gap a n  a c  1 eve 

a ro l e  of · exaggera-ted -impor tanc�� ( 4 4 , p .  8 ) . The member s · :  

look at the - shop steward s a s  the i r  repr e s e ntat ive ; they have 

l i tt l e  or no contac t wi th any oth er union o f f i c i a l s . The 

· national un ion has l i t t le control ove r the loca l ly e l ec ted 

sho p s teltTar d s  who are empo\-1e red to i n it i ate ac t i on v:i thout · 

approva l �f higher union o f f i ci a l s  ( 4 3 , p .  1 9 1 ) . The r e  i s , 

there fore , 

a comp l e t e  br e ak i n  i nternal trade uni o n  c ommun i c ation . 
Exe cut ive author i ty f lows- do�n . to the br anch , but the 
f l ow o f  wotkshop r epre s e ntational a nd wage b arg a i n i ng 
a c t iv i ti e s  goe s up to the s teward , wi th a lmo s t  no 
connection betw�en the two points . ( 2 0 ,  p .  1 6 8 ) 

The na ti o n a l  un ion might , ther e fore , g ive ·i t s f u l l  s uppo r t  

t o  i ncome s po l i cy , but t h e  r ank and f i l e member ship might 

de s ir e  \';ra.g e i n cre a s e s  i n  exce s s  o f  the norm s e t  b y  i nc ome s 
. 

pol icy . The s e  member s ,  work i ng through the i r  repre sentative , 

the shop s teward , may pre s s  wag e demand s  at any t ime e The s e  

demand s ar e o ften backed by s tr i ke thr e a ts . Such s tr i ke s 

are uno f f i c i a l , i n  that they are not s an c t i oned by the 

national union . T able I give s e s tima t e s  comp i l ed by the 

M i n i s try o f  Labour o n  wo rk s toppag e s  betwe en 1 9 6 4  and 1 9 6 6 . 

The s e  f igure s i nd i c a t e  th at a l a r g e  maj ori ty o f  work 

s toppag e s  �7e r e  due to uno f f i c i a. l  s t r i k e s . About 5 0  perce n t  

o f  the s e  uno f f i c i a l  s tr i k e s concerned wage s ( 1 8 , p .  10 0 ) . 
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DUE TO INDUS TRIAL D I S PUTE S 
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Average annual f igure s for stop::>a.ge s i n  the per iod 1 9 6 4 - 1 9 6 6 1 
----------------------------------------------------�-�-a� • ·���� 

Type - of S �oppag e 

Of f i ci a l  stri k e s  

Partly-o f f i c i a l  strike s 3 

Uno f f i c i a l  s trike s 

Other s ,  e . g .  lock-out s 
or s trike s by un­
organ i s ed worker s ,  
unc l a s s i f i ed 

ALL 

Number of 
Stoppag e s  

7 4  

2 

2, 1 7 1  

25 

2, 272 

Number of Ntunber of 
\\'orker s work i ng 
i nvolved � day s l o s t  

. . . . . .  

1 0 1 , 1 0 0  7 3 3 , 0 0 0  

6 0 0  7 , 0 0 0  

6 5 3 , 4 0 0  1 1 6.9 / 1 0  Q Q  

2, 7 0 0  1 5 , 0 0 0  

7 57 , 8 0 0  2, 4 5 2 , 0 0 0  

------------------------------------------------------------------

Source : Mi n i s try of Labour 

1 The f igures r e l ate to stoppag e s  beg i nni ng in the year s 
covered and the total number o f  working days l o s t  due to 
them • 

. 2 I nclud i ng w6rker s thrown out of work at e s tab l i s hme nts 
where stoppag es occurred , a l though not thems e lve s pa r t i e s  to 
the d i s pute . 

3 I . e . , a s tr i ke i nvo lvi ng more than one union and re cog­
ni sed as o f f i c i a l  by at l e a s t  one but not a ll the uni ons 
concerned . 

( 1 8 ,  p .  9 7 )  
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Wage i ncr e a s e s . may r e sul t from .the s e  s t r i k e s  desp i te the fact 

the co l l ective barg ai ning agre eme nt provid e s  for . wage s wi th i n  

the norm under . i n come s pol i cy . Col l e c tive barg a i n i ng agr e e -

me nts d o  no t �ave contrac tua l status i n  Gre a t Br i tai n .  

The r e fore , de s pi te off i c i a l  na ti onal trade union adher ence 

to the i ncome s norm in th e normal proce s s  o f  co l l e ct i ve 
. . 

. . 

bargai ning , unoffici al . str�ke a c tion cou ld r e s u l t  i n  wage 

incr e a s e s  we l l  above the norm s et by i ncome s po l i cy . 



CHAPTER V I  

IHPED IHENTS THROUGH E XCEP T I ONS 

Spec i fi c  exceptions to the i ncome s norm were provided 

for in .order to encour a�e spe ci f i c  long-run goa l s � 

The f i r s t  exception permi tted above-norm i ncrea s e s  i n  

c a s e s : 

( i )  where the emp l oye e s concerned , for e xamp l e  by 
accepting more exac ting work or a maj or ch ange 
in working practice s , make a direct contribut i on 
towards i ncr e�s irig productivi ty i n  the particu lar 
f i rm or i ndus try . Even i n  such dases s ome of the 
b�ne f i  t should accrue to the communi ty a� a.  vvho le 
in the for� of l ower pr ice s . ( 1 2 , p .  8 )  

Excep�ions . to the i ncome s norm to e ncour age produc tivi ty 

i ncre a s e s  s e emed . we l l  j us ti f i ed . Wage i ncrea s e s  coup l ed 

with equivalent i ncrea s e s  i n  uni t-output are not cons idered 

inf l ationary . · Thi s exception �.-la s i nte nded . to be an expedi ent 

method o .. f increas ing ove ra l l  produ.c ti vi ty whi ch , i n  turn , 

wou ld i ncr e a s e  real i ncome s and e a s e  the b a l ance of payments 

prob l em s . There i s  l i t t l e  doubt tha t th ere wa s room for 

improveme nt in productivi ty in the Br i t i sh economy . 

One s tudy whi ch compared productivi ty i n  plants o f · 
comparable s i z e i n  the Uni ted Ki ngdom and Germany 
found tha t output per head wa s be twee n  4 and 2 9  
percent higher i n  Germany i n  the pr i n t i ng i ndu stry , 
be twe.en € and 2 7  percent hi gher i n  chemi c a l s , and 
up to 2 0  percent higher i n -sh ipbui lding . A s tudy 
of �he chemical i ndu s try · a lone found that output 
per production effiployec in the Uni ted S tate s  was up 
to 8 5  per cent in e x ce s s  of Br iti s h  product ivi ty 
after. a l lovra P c e  for d i f fer ence s in s c a le of pro­
duction ; and also tha t an Arner i can f i rm us i ng a 
Bri t.i sh- s i z e  un i t  wou ld ha.ve a hi gher ratio o f  
production to · maintenance emp l oye e s . Les s  pre c i s e  

37  



compar i s o n s  "i.\'i th th e Uni ted St ates h ave yie lded the 
inference that lo't•Ter Br i t i s h  produ ctivi ty i n  s teel 
and in pe trol emn re f i n ing r e f l e c t  the i n f luence of 
more ine f f ic i ent "i.·lo rking arr angeme nt s i n  th e s e  U $ K ..,  
indu s tr ie s . ( 5 7 ,  p .  3 32) 

Much of thi� poor produ ctivi ty performance re sults from 

3 8  

tradi tion al attitude s  toward s over tirne and other re s tr i c tive 

\vork p r a c t i c e s .· The Br i ti sh worker has a notor i ous r eputa-

tion for s l acking . on the j ob dur i ng .norma l working hour s i n  

order to ar ti f i c i a l ly creat� 0vertirne work . Normal ly , i f · 

the emp loye r s  .vrere free i n o f f e r ing ove r t ime , there �,.loul d be 

·a re lationsh ip between the amov nt o f  over t ime o f fered and the 

s tate · o f  'the economy . For examp l e i n  the Uni ted S t ate s , the 

nur.1ber of over time hour s o f f ered are signi f ic ant ly greater 

dur ing an economi c up s"i.·Ting than durin�r a dot·lnSv!ing . I n Gre a t  

Br i t ai n ,  however , over time of fered i s  re lative ly independent 

o f  the leve l  of agg reg ate dern.and · ( 5 7 ,  p .  3 5 7 ) . One of the 

N . B . P . I . ' s  l ast repor t s  show� tha t the average Br i ti sh worker 

cons ider s overtime payme nt a s  a bas i c part o� e ar ni ng s . · 

·
Br� ti sh manual worker s  ave rage 4 6 . 5 hour s · of work each wetk , 

a l thoug h the standard work \.veek i s 4 0 hour s · . The Br i ti sh · 

worker vo luntar i ly work s addi tional hour s . Ei ghty - s even 

per cent of the worker s repor ted th at incre a s ed e a r n i n g s  wa s 

the ir sole motivation for working overtime . S uch a tti tude s 

towards overtime tend to encour ag e i ne f f i c i ency s i n ce wo rker s 

mus t  comp lete the ir t a n k G  more s lc�n·1ly i n  order to s tretch 

the ir j ob to f i l l  the overt ime hour s ( 4 6,  pp . 4 5- 4 6 ) . 
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Re s tr i ctive work prac ti ce s  are qui te common i n  Gre at 

· Br i tai n . Bri tain ' s  commi tme nt to ma intain full emp loyme nt 

enhanced the b argain ing power o f  �nions in the early p o s twar 

period wh en many of the se re s tr i ctive work pr act i ce s 

origi nated . Pol i ti cians o f  bo th p arti e s  conveyed the idea 

to work e r s  and unions tha t  fu l l  emp loyment was a pr ime ob j e c -

t i v e  n o  ma tte r \-lh a t  the co s t s  ( 2 1 ,  p .  9 7 ) . 

The uni ons u s ed th e i r  barg a i n i ng power to s e cure 
wage incr e a s e s  for the ir younger membe r s  • • • whi le 
c l ing i ng to re s tr i ctive work and wage _  arr angeme nts 
out o f  d e ference to the longer memor i e s  o f  the ir 
o lder memb er s . ( 5 7 ,  p .  3 3 2 )  

The uni on i zed Bri ti sh l abor for ce i s  organi zed predomi -

nant ly i n to cra f t  union s - - a  s tructure having gre at potenti a l  

for unne ce s s a ry dup l i c ation o f  e f fort , and re s tr i ctions on 

task s a s s i g n�d t� a g iven craft uni on · mernber ( 5 7 , p .  3 4 7 ) . 
. -

One r a ther unique by-product o f  bo�h the ' s truc ture 
and the s pi r i t  of Bri ti sh cr aft uni oni sm i s  the 
perv a s ive o c cup atioh known as the " cr a ft sman ' s  
mate , "  or h e lper . The m�te . i s  no t an apprenti ce ; 
on the c ontr ary , he frequently be long s to a d i f ferent 
uni o ri  from the one to whi ch the cra ft sman is a f f i l ­
i a ted , and h e  may be barred from promo t i on to craft 
s t a tu s . Al though the j ourneyman • s · he lper exi s t s  in 
the Uni ted S t ate s , • • • he i s  [ not] redundant by 
de f i ni ti on . In Bri tai n , however , he i s  rather noto ­
r i o u s  a s  a brewer o f  tea and a s ta tus symbo l for the 
j our neyman cra f t sman who i s  by no means the l ea s t  
c la s s - cons c i ou s  member o f  a mo s t  clas s - cons c i ou s  
soci e ty . T h e  extent of overmanning i n  thi s  ar ea can 
be · g leaned from ac counts of some maj or product ivi ty 
agreement s ,  whi ch were marked by management ' s  eager­
ne s s  to redu ce the num�er of ma te s or eve n e limi nate 
the category a ltog e ther a s  par t  o f  an agr e eme nt to 
s e cure gre ater " f l e xibi l i ty "  and 11 i nter chancje abi l i ty "  
among d i f ferent occupa tional group s . ( 5 7 ,  pp . 3 4 7 -
3 4 8 )  

I t  wa s exp e c ted that re s tri ct ive work pr acti ce s wou ld 

gradua l ly f ade away in the l ong per i od o f  fu l l  emp loymen t 



a fter the war . Pro f e s s or U lman sugge s t s  that re stric tive 

work pr actices pe-r s i s t ed for s ever a l r e a sons . Br i ti s h  

worke r s  a r e  embued wi th a. " pro l e tar i an spi r i t "  � .. -!hi ch i s  

4 0  

sus p i c i ou ?  o f  emp loyer motiva t ions . The memor i e s  o f  th e p r e -

w a r  period w e r e  no� er a s ed e v e n  a f ter many year s o f  f u l l  

emp l oyment . ·pro f e s sor U lman u s e s  a phrase '! h l6odymi n c1 eclne s s '' 

to de s cr ibe var ious char acte r i s t i c s  o f  the Br i t i s h  work i ng 

c l a s s e s  wh i ch tended to perp e tua t e  re s tr i c t ive work r u l e s r 

" B loodymi ndedne s s '! i n c lud e s  " a  comb i na tion o f  a l l eg e d  

l a z i ne s s , · su�� i c i ousne s s  o f  c l a s s  and
-

o f  prog r e s s , a n d  a n  

a tavi s t i c
.

oppo s i ti o n  to redundancy " ( 5 7 , p .  332 ) . 

Overmanni ng canno t be -ent i r e l y b l cU•\ed o n  un i on r e s tr ic�-

t ive work pr actice s ,  but may a l s o  r e su l t f r om we aknes s o n  the 

par t o f  manag emen t .  Br i t i s h  i ndu s try evo lved throu g h  · a  

sy s ten o f  f ami ly en te rpr i s e s whi ch l e ad t o  a tradi t i o n  o f  

paterna l i s� .  Thi s �ater n a li s t i c a t t i tud e o f  emp l oye r s has 

often r e s u l ted i n  ove rmanni ng i n  m any i ndu s tr i e s ( 5 7 , p �  3 3 5 ) . 

I n  ma ny p as e s  Br i ti s h man ag eme nt h a s  tendea to subm i t  to • 
· union d emands r a ther th an r i s k  a s tr i ke even in c a s e s  where 

r a tional c a l cu l ation s s how tha t  long -run co s t s  are gre ater 

th an probab l e  l o s s e s  a t tr ibutable to the s tr i ke . Thi s s i tua-

t i on d eve loped becau s e  manageme n t  w a s  mo r e  concerned about 

immed i at e  sho r t- term e f f e c t s  r athe r th an long - te rm 

pro f i tab i l i ty ( 5 7 , p .  3 31 )  a 

Productivi ty bargai n i ng h a s  s ever a l  maj or adv antag e s ;  

i n c l ud i ng gre a t er e f f i c i e ncy o f  '�Torker s .i nvo lved i n  the 

agr e ement and h i gher - produc t i v i ty through i nduc i ng f i rm s  to 
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make i nve s tme nts i n  cap i ta l  i n t e n s ive product i o n  method s .. 

Re s t r i c t iv e  work practi ces e i ther i nh ibi t i nve s tme n t  i n  p l ant · 

and equipmen t  o r  encour a g e  i t . I f , because o f  such pr a c t i c e s , 

man ageme nt doe s not f i nd i t  pro f i tab le to i nve s t  i n  modern 

equipmen t ,  he wi l l  pat ch up o ld equipment whi l e  re tai ning th e 

re s tr i ctive pr a c t i ces . A mo re aggre s s ive approach would be 

to r e a c t  to r e s tr i ct ive pr.a c tice s by rapid techno l og i c a l . 

advancement , th us g i vi ng ma n ageme nt the upper h a nd . I n  

Great B ri t ai n , there h a s  i n  many i n s tan ce s been i nves tments 

i n  modern p l ant and equipment wi thou t the e l iminat ion o f  

r e s tr i c ti�e pr aci t i ce s . The co s t  redu cti on potenti a l  o f  the 

ne\•.7 equipment is thus c a n ce l l ed out . Pr omi nent examp l e s  of 

overmanni ng mod ern equipme nt occur in pr i n ting p lants , the 

newspaper i ndus try , s t e e l  mi l l s and tran s por t a t i o n  eq uipme nt 

f i rms . The ove rman ning o f  moder n i zed faci l i t i e s  i s  u s u al ly 

re lated to a s tr ik e  thre a t , Manageme nt ' s concern wi th th e 

sho rt- run con s equen ce s of a s tr i k e , pred i sp 6 s e s  i t s  ac cept ance 

o f_ r e st� i c ti ve wo rk pr a c t i ce s  (57, �p . 3 36- � 37) . 

Produc t ivi ty barg a i n ing mi g h t  induce f i rm s  to make 

inve s tmen t s  ir. mo re capi ta l - inte n s ive produ �t ion me thod s . I n  

ca s e s  where high wage s norma l ly wou ld have led to g r e a ter 

cap i t a l- l abor r a t i o s , such i nve s tme nts oft en are not feas ible 

due to re stri c t ive work pra c t i ce s �  The s e  pr act i ces r e s u l t  

e i ther in manag e r i a l  avoi dance o f  inve s tment o r  i nve s tment 

of a non-produ c t ive natur e  wh i ch re ta i n s  r e s tr i ctive work 

practi ce s as d e s cr ibed above . Product ivi ty barg a i n i ng 

e n courage s i nve s tment i n  t\·.ro \'lay s .  I t  c an make the i nve s tme n t  
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productive , through the e limi nation o f  r e s tr i ctive p r ac t i c e s . 

I n  ca s e s  "¥Ther e  i ni t i a l J.y low wag e s  prec luded c ap i ta l  i nve s t-

ment , the wage i ncre a s e s  froM producti vi ty barg a i ni ng wou ld 

make s u ch i nve s tment pro f i tab l e  ( 5 7 ,  p .  3 6 6 } . 

Thu� productivi ty b ar g a i n i ng i s  a potent i a l  s ou r ce 
o f  i n cr e a s ed produc t iv� ty i n  the economy b o th by 
i ndr e a s i n� the e f f i c i enc� o f  ut i l i z atiori .o f  l abor 
a nd e x i s ti ng cap�tal and a l s o  by i ncr e a s i ng the 
r a te of i nve s tment . - Hence i t s  broad appeal as a 
" gro\•Tth po l i cy c •: ( 5 7 , p .  3 6 6 ) 

Th e r e  i s  l i tt l e  doub t t h a t  produ ctivi ty i ncr e a s e s  wo u l d  

he lp so lve Gre a t  B r i t a i n ' s  e c o nomi c  prob l em s . The s i gni f i -

c an t  que s t i on , howeve r ,  i s  whe ther the encour ag eme n t  o f  

product ivi ty barg ai n i ng by a l l owing e xception s t o  the general 

i ncome s po l icy norm is the mo s t  expedi e n t  me an s o f  obta i n i ng 

produc tivity i ncre a se � . The norm al lowed f or non - i n f lationary 

ave r age incr e a s e s  is b e tv.,Te e n  3 and 3 1/2 per ce nt . Thi s  

immed i a te ly po s ed a prob l em be cau s e  thi s average r at e  wa s 

t aken to be a mi nimum f i g ure . When a norm i s  s e t  f ew agr e e -

ment s \·ri l l  f a l l b e l o\v the norm . rrhe g re ater the number o f  

· pr oduct ivi ty · agre�me nts there are , " the mor e i n f l a t i on ther e 

wil l  be and the mor e  impo s s ib l e  i t  Hi l l  become to conta i n  

income s growth wi thi n  the l imi t s  s e t  by overal l growth i n  

produ ctiv i ty "  ( 2 8 ,  ·p . 4 2 ) . 

Produc t ivi ty growth wi l l  i nevi t ably be greater i n  s ome 

indu s tr i e s  or f i ims th an i n  o ther s , regard le s s  of the 

individua l e f f or t s  on the part of worke r s . Produc t ivity 

i n cr e a s e s  are more o f t en the r e s u l t  of s uc h  f a c tor s as 

te chni ca l  chang e , gre a ter cap i ta l - l abor r at i o s  and i n cr eas e s  
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rate s o f  market gr owth . I ncome·s pol i cy , .there fore tends to 

d i s crimi na.te ag ains t \•lorke r s  in tho s e  i ndus tr i e s  where pro-

ductivi ty increa s e s  are not like ly to occur ( 5 5 1 p .  2 0 3 ) . 

I n  cas e s  where the potenti al for pro�uct ivi ty bargai n i n g 

occur s  i n  s everal firms , it i s  high ly prob�b le that whe n 

. some firms grant wage incre a s e s  a s  a result · o f . proc1 uctivi ty 

barg aining 1 the '\vage i ncr e a s e s  \�i 11 n prove MOre cont agio�S 

for other f i rms th an • • • the examp �e ·of di s c:=.1rded re str i c -

tive pr acti ce s " ( 1 0 , pp . 4 3 5 - 4 3 6 ) o The Con f e d e r a t i on of 

Br i ti s h . I ndus tr i e s  ( C . B . I . )  pointed out thi s problem i n  its 

as serti on · th at 

in condi tions of fu l l  emp loyment , s trong trade 
uni onism and clos e ly i ntegr a ted i ndus try , the 
i n f lationary fe atur e s  of the bargai n wi l l  spread 
far more e a s i ly than the be ne f ic i al feature s 
( 5 6 , p .  2 5 8 )  

Wi th i n  the s ame f i rm , there ar e s ome \vor ker s for vlhorn 

productiv i ty barg a i ni ng \vou ld . be more. advantag eou s .  For 

examp l e , pie ceworker s  or production worker s are in a better 

pos i ti � n  to c laim product ivi ty i ncre a s e s  than are other 

wo rke r s  wi th i n  the firm v1ho s e  tasks are no t direc tly l i nked 

to production or tho se wor�er s who s e  j obs have limi ted 

. - te chno log i c a l  po s s ibi l i ti e s  for i ncr e a sed produc tivi ty . 

The se worke r s  found j u s t i f i c � t i on for wage c laims i n  the 

Jo i nt S tateme nt of I ntent on Productivi ty , Pr i ces and Income s ,  

v1hi ch s tate s that as a soci a l  obj e ctiv� , " the bene f i t s  o f  

· f a s ter growth • • •  [ sh a l l be ] • • •  di stributed i n  a way 
. . 

tha t  s ati s f ie s  the c l a im2 o f  s o c i a l  need and j u s t i c e '7 ( 3 0 , · 

p .  10) . Pr oduc tivi ty barg a i n s  must , there fore , not be 



exami ned .i. n  "'. s o l a:t i0n . S i nce ·the r at i ona l e  behi nd the 

1 .  ' .  . ,  . tt t po � cy �;np .. . , c s  ll a the bene f i ts o f  such agreeme n t s  mus t  be 

shared , cl aims that a�e e c o nomi cal ly i n f lat ionar y , ar e con-

s i s t e nt wi th the s o ci a l  ob j e ctives o f  the pol i cy ( 3 0 t  p .  1 0 ) . 

• 

h 
. . . 

f
. J 

Eve n w1 t out s een J U S t �  � c a t �o n , there wa s a tendency 

i n  Gr � a t  Bri t a i n  f or any i n cre a s e  i n · ear n i n g s . o f p i e c e -

work e r s  t o  be spread t o  n9n-p i e cewo rke r s . Numerous fa ctory 

wag e sys tem s  oper ate w i th the e ar n i ng s  of cer ta i n gr oup s o f  

no n-product i on ·wo rk er s re l a te d  t o  the l eve l o f  ave rage 

e ar ni ngs of . produc t i on worker s .  The j us t i f i c at i o n , on the . 

part o f  'the company for mainta i ni ng d i f f e r e n t i ?. l s  i s  the 

contr ibu t i on of a l l  worker s to the produ c tion e f fort and 

the po s s i bi l i ty of i n e f f i c i e ncy by some non-produ c t i on 

work er s i f  they are not g iven sui tab le i ncen tive s ( 4 0 , 

p . 9 9 ) � I ndeed , i t  soon be c ame an ac cep ted no t i on that 

prod u c t i v i ty incr e a s e s ul t ima te ly are a�comp a n i ed by over a l l  

t.;age incre_a s e s  reg ard l e s s  of the vlorker s ccr,tr i but i on to 

such produc t i v i ty i n cr e a s e s ; th e r a ti o na l e g iven wa s the 

work e r s  r i ght to s h are in any g ai n s  made by the f irm through 

. prod u ctiv i ty i ncre ase s ( 2 8 , p .  4 4 ) . 

S tr ike threats a c t  as a catalytic agent s pr e adi ng a 

chai n reac t ion o f  wage c l a ims f o l l owing a n  i ncre a s e  i n  pay 

for any par ticu l ar group of worker s .  There wa s , ther e f or e , 

l i tt l e  need f or the o r e t i c a l or ph i lo s oph i c a l  j u s ti f i c a tion 

for shar i ng g a i n s  as a r e s u l t  o f  pr.oduct�vi ty i n c r e a s e s . As 

soon as one group g a i us v1ag c bene E i ·ts  as a r e s u l t  of a 

productivity agre ement , s tr i ke acti or or the thr e a t o f  s tr i ke 
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action wi l l  a s sure tha t  accusfomed p ay d i f ferent i a l s  a r e  

ma i ntained . The i n i t i a l  i ncr e a s e  may be - j us ti fied under 

the productivi ty exception , but th� r e s u l ti ng ch a i n  re acti on 

- o f wag e  incre a s e s  i s  no t &o j u s ti fied ( 4 3 , p .  1 9 5 ) � 

Productivi ty · agr e eme nt s were in sti tuted a s  a method o f  

r emovi ng res tr i cti ve pr ac ti c e s , b u t  they · m ay ·actua l ly per -

petuate such pr act i ce s . 

S uch agreements , i f  they are genui ne , s hou ld have 
a onc e and for a l l  ef fect on produc tivi ty . Hence 
a f te r  the f i r s t  round o f  such agr eeme nts ha s been 
comple t ed thi s  criter ion wi l l  have l i tt l e  app l i ca� 
tion . Ther e  appear s to have been a fai lure to 
s tre s s  thi s  parti cu l ar l imi ta t i on o f  the produc­
tivity cri ter i on and it may we l l  be that worker s 
and management wi l l  devo te them s e lves to cook i ng 
up phoney product i v i ty barg ains i n  the futur e when 
the s cope for g enuine agreements has ce a s ed to 
exi st .  ( 3 2 ,  p .  1 1 )  

Incr e ased e f f i c i ency and e conomic growth no longer ar e 

obj e c tive s i n  thei r  own r ight , but rather become barg a i n i ng 

too l s  for pecun i ary gain ( 2 8 ,  p .  4 4 ) . 

The produc tivi ty exceptic� to i ncome s po l i cy cr eated 

many prob l em $ . The po l i cy s ta te s  that above norm i ncre a s e s  

are j u s t i f i ed i n  c as e s  

where emp l oy e e s  concerned , for cxamp l c . by accepting 
mor e  exac t i n g  work or a ma j or ch ange i n  worki ng 
pr acti c e s  make a direct contr ibution toward s 
i ncrea s i ng produ ctivi ty i n  a par t i c u l ar f i rm or 
i ndus try . ( 1 2 , p .  8 )  

.The imp l i cation o f  th i s  s t a tement i s  th at pay i ncre as e s  are 

j u s ti f i ed f or any change in \Jerk i ng pr act i ce s , prov ided s u ch 

a ch ange i s  ma j 9r . The qua l i f i cation tha t  a worker mus t  

mak e a direct contribution toward s  i ncre as i ng productivi ty 

i s  r eal ly me an ing le s s  s i nce the ve ry ac t o f  accept i ng the 
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change can b e  cons trued a s  the worker s contr ibuti on and 

hence the above- norm increa se is j u s ti f i ed ( 2 8 , p .  4 4 ) .  

One qua l i fying provi s ion th at had the po tenti al to make 

the productivi ty except�on ef fec tive as part of an ant i -

i n f l ationary po l i cy wa s t h e  s tipulation that " s ome o f  the 

bene f i t s  should ac crue to the communi ty as a who l e  i n  the 

f orm o f  lower pr i c e s "  ( 12 , p .  8 ) , A l ater amendme nt 

s tipu l at e s  tha t  the bene f �t s  cou ld take the form o f  improved 

qual i ty in l i eu of lower pr ice s ( 15 , p .  7 ) , Thi s cr i ter ion 

for exception was obj ected to o n  the grounds tha t i ncre a s e s  

i n  o ther s upp�y pr ice s might c ance l o u t  pr ice decre a s e s  

r e s u l t i ng from produ�tiv i ty i ncre a s e s .  The guide l i ne s  we re , 

the r e f or e , r evi sed to read : 

Ther e  s hould be a c lear bene f i t  to the consumer , i n  
lowe r pr i ce s · or improved qua l i ty . I n  some i n s t ance s , 
" l o\ver pr i ce s "  may me an pr i ce s lower than they \\7ould 
hav e  been if the undertak i ng can prove tha t f actor s 
out s i d e  i t s  contro l would otherwi se have led to 
higher pr i ce s . ( 3 3 ,  p .  � 1 )  

Mos t  produc tivi ty agre eme nts were not abl e  to me e t  eve n 

the ame nded c r i ter i a  with regard to lowe r pr ice s .  · Ra ther 

than admi t de f e at , the Board s ta ted : 

S i nce · produc tivity agreeme�ts cannot always achi eve 
co s t  r eduction immedi ately , the ir be ne f i t s  to the 
con s umer wi l l  some time s be d e l ayed . Where an agree­
m�n t is the f i r s t  in a ser i e s , s i z eable s avings may 
not be ach i e ved unt i l  the l a te s t age s have tak e n  
e f f e c t . A sma l l - s c a l e  o r  parti a l  agreeme n t  i s  
u n l ike ly to provide s u f f i c � en t  s aving s f o r  immediate 
pr i ce reduc tion s ;  and indeed a ma j or agreement may 
contr ibute on ly a fractional s aving in re lation to 
the p r i c e  o f  a product . I t  i s  a l so po s s ib l e  tha t 
the e f fect o f  a productivi ty agr eeme nt may be 
ab s orbed in o f f setting an i nevi table incre a s e  i n  
co s t s  ar i s i ng from other re a s on s . ( 3 3 , p .  4 4 )  
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The Boar4 , i n  e f f e c t , fur ther we ak e ned the prov i s ion by 

s tating tha t bene f i ts to · the consumer s h ou ld be " through a 

contr i bution to s tabl e pr i c e s " ( 3 3 , p .  4 5 ) . 

The pr od� ct ivi ty barg a i n  be came the mo s t  popu lar 

j u s ti f i� ation ·for above - norm wage i ncrease s c  The Department 

o f  ·
Emp l oyment and Pro-duc tivi ty · re cords ·  s hov; tha t by June , · 

1 9 6 9 , some 3 ,  0 0 0 se t:tlement s · (mo s t  of whi ch oc curr e d  i n  1 9 6  8 

and 1 9 6 9 )  c l aimed wag e i n cr e a s e s  o n  the b a s i s o f  produc-

ti v i ty g a i ns . ·Only 1 3 0  c l aims h ad b e e n  d i spute d b y  t�e 

N .  B .  P � I .  on product ivity ground s , The N ,; B· . P e I "  ' r; St:�cond 

report o'n productiv i ty agreement� s tated tha t. i n  7 5 p c�:: rcen t 

o f  the product i vi ty i n c r e a s e ;·3 th e:,. 0xami ne cl , i n cr e a s ed 

e f f i c i en cy exce eded wage r at e increa ses � Accord i ng to th i s  

i t  · v-1ou ld appear that G:ce a. t  Br i tai n. s hou ld have h ad tren:en·"· 

d . d t . . . :'1 • th . "j .ou s pro u c  l. Vl. ty 1. n cr e a s e s  aur � ng . . . e p er � on 11 The 

s tati st i c s , however , contradi ct th i s  c la im . Annu a l  ave r a ge 

prod uc t i yi ty i ncre a se s dur i ng the 1 9 6 3 - 1 9 6 7  p er i od were 

3 . percen t ;  for the 1 9 6 7 - 1 9 6 8 period , ( a f te r  the l abor 

marke t  shakeout ) the annual f i gure wa s 7 . 7  per c e nt ; for the 

· 19 6 8 - 1 9  6 9 per i od whe n  there \vere numerous produc tivi ty 

agre eme nts , the annu il aver age was 2 . 8  per cent ( 5 5 ,  p .  2 0 2 } . 

The se f ig ur e s imp ly the spur ious nature o f  some o f  th e s e  

productivi ty agr e eme nts . M.r . 'J.lur n er sugg e s t s  tha t  a 

l arge propor tion o f  agr e eme n ts i n  the mai n  mer e ly 
s e t  out in forma l terms ch ange s i n  worki ng me tho d s  
or pr ac ti ce s \vh i.ch \..;ou ld h a.ve had t o  o ccnr anyv.;ay , 
a s  a re sul t o f  te ch ni ca l ch ang e , and put a price 
o n  th em . Tha t i s , the produc tiv i ty i n cr e a s e wa s 
mo s t ly tha t \'lh i ch uo u ld ha.ve happen Ad i n any c a s e i 
s o  tha t  \'lh at many so - ca l led " p rodu ct:ivi ty barg a i n s " 



rea l ly did w a s  to u s e  th i s  to j u s t i fy an exceptiona l 
,,.,age !""" i ncr e a s e , { 5 5 ,  pp . 2 0 2 - 2 0 3 ) 

I n  �dd i tion ,  produ ctivi ty bar g a i ning tended t o  

e n?our ag e p i e cework
_ 

s cheme s a n d  decentr a l i zed barg a i n i ng ; 

both of vlh i ch r ai s e the potenti a l  for v1age dr i f t  and 
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di�i D i sh the chance s o f  _ s uc ce s s ful voluntary i n come s p o l i cx � 

I n  summary , incr ea s e s  in productiv i ty '1;,.7ere and s t i l l  

are certai n ly needed i n  Gre a t  Br i tai n . The i nc lu s i on o f  a 

provi s ion for incr e a s i ng produc t ivi ty made income s  po l i cy 

ac ceptab le to l abor a nd management s i nce , in theo ry , such a 

po l i cy v1.ou ld en cour ag e long� term gro"'Jth .  HO\•.:rever , by u s i ng 

such a provi s io n  as a n  exception to the i ncome s norm , many 

loopho le s \'Ter e formed . The se loopho l e s , comb i ned \v i th some 

of the i n s ti tut iona l f e a ture s of · the Br i ti s h  sys tem o f  

co l l e ctive barg ai n i ng had t h e  e f fect o f  de f e a t i ng t h e  purpose 

of i ncome s pol i cy . 

The s e cond excep t i o n  to the incomes norm wa s : 

( i i )  '�here i t  i s  e s s en ti a l  i n  the nati ona l i nt e r e s t  
to s e cure a change i n  the di s tr i bu t i on o f  
manpower ( or preve n t  a cha n ge whi ch wou ld 
o therwi s e  take p la c e ) and a pay inc r e a s e  wou ld 
be bo th ne c e s s ary a nd e ff ective for thi s 
purpos e .  ( 1 2 ,  p .  8 )  

Many e conomi s t s  f e lt that thi s exception could l e ad to 

a highly i nf lat ionary p a ttern of wage i ncre a se s . They f e lt 

th at ch ange s  i n  the di s tr ibut ion of manpower tha t  would be 

i n  the nat ional i n t e r e s t  mu s t  be _ mor e  speci f i c a l ly d e t a i led . 

There wi l l  und oubte d ly be some f i rms i n  virtu a l ly every 

i n dus try with a ma npowe r - shortag e , An attempt to a t tr a c t  

wor ker s to the s e  f i rms cou ld boo s t  wag e s  for the entire 
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industry i n  the na t i onal leve l ba rgai n i ng ( 9 , p .  1 1 8 ) . I t  

i s  l i k e ly , to o , th at f i rms f a cing a tight - l abor market wi l l  

tend t o  exagg erate the i r  manpower r e qui remen t s . 

A r e c e nt s tudy showed tha t l �b6 r mobi l i ty i s  not a s  

s e n s i t ive to ch ang e s  i n  r e la t i ve \vag e s  as had be en thought � 

A group o f  ·i ntern�tiona l · e xp erts , · i n  the· f i � ld o f  l abor 

economi c s , i n c lud i ng such . me n as P ro f e s s o r  L .  U lman of th e 

Un i ted S tate s a nd Pro fe s sor H .  Ph e lp s  Brown o f  Gr e a t Bri t a i n 

were commi s s i oned by the Organi z a t i <?n for E co noml c ·co -

oper a tion a n-d D eve lopme nt ( o . E . C . D . ) to s t udy the r e l a ti on""""' 

sh ip bet�e e n chang e s  i n  wage d i f f erent i a l s  and the 

d i str ibuti on of emp loyment . The s tudy eva lnat. e d  the s e  

chang e s  i n  wa ge di f ferent i a l s  and emp loyme nt d i s t r i but--i on 

i n  ten countr:t e s . The dat a u s e d  t,-.ra s  t aken from r� cords of 

. the po s tv1ar per iod \vhe n  unemp loyme nt was low . The mai n 

f i nd ihg o f  th e s tudy i s : 

th ere i s  no evidence o f  a s trong s y s temati c s t at i s ­
t i c a l  r e l a t i o n s h i p  be twe e n  chang e s  in _ earning s  among 
i ndividual i ndus tr i e s  and var i ation in re lat i ve 
emp loyme nt . Thi s f i nd j ng app l i e s  equ a l ly to the 
sho�te r and. long e r  term re lat i o n sh i p s  s tud i e d  and 
to per iods when unemp loyme n t  was r e l at ive ly low 
and/or f a l l i ng , ·a l thoug h- i t  may be th at there i s  
some t e ndency for a hi gher r e l at i o n ship t o  be 
ob s e rved a s  countr i e s move from period s of hi gher 
t o  lo\ve r unemp loyment . f.ior eover , in mo s.t i n s t ances 
whe r e  the data provide eviden ce o f  a s t ati s t i c a l ly 
s i g n i f i cant r e l a t i o n ship , i t  i s  c l e ar that th e 
exp l ana tory ro le of r e l a tive wag e s  i s  over s h adowed 
by the i n f l ue n ce of othe r f actor s . ( 6 2 , p .  1 6 ) 

The f a i lur e  o f  the wage me ch a n i sm to per form i t s 

a l iocati�e fu nction i s  attr ibuted to s u ch imper f e c t i o n s  i n  

the l abor ma rk e t  as ; l a ck o f  knowledge of j ob oppor tuni t i e s , 
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l a ck of- mob i l i ty be c ause o f  ge ogr aphi c or ski l l  factor s and 

i n stitutional restri ctions ( 6 2 , p .  1 1 ). . Part i cular c a s e s  

, may o c cur , whe re wage d i f f e r ent i a l s  may b e  o f  some value , 

but they que s t i on the a s s ump ti on that \•7ag e d i f f erent i a l s 

\-Ti l l  automa ti c a l ly re a l lo c ate l abor .. Incomes _po l i cy i n  

· Gr e at - Bri tain en courag ed and perpe tuated - the n otion - tha t 

work e r s  wi l l  r e l o cate i n  order to �ake advantage o f  pay 

d i f fe r enti a l s between f i rms and i ndu s t ri e s . The re fore such 

pay d i f f eren t i a l s - were be l i e ved to per form the a l l o c a t i ve 

fun ct ion . I f  the O . E . C , D .  r e p or t  i s  corre c t , i ncome s pol i cy 

may actua l ly be en cour ag ing f i rms and i ndus tr i e s to grant 

wa� e i n cre a s e s  th �t ar e unne � e s s ary and ine f f e c tive i n  

ach i ev i ng the d e s i r e d � e a l locati o n . 

The u s e  o f  wag e di fferen t i a l �  to r e a l lo cate labor f i om 

dec l i n i ng indus tr i e s  to expandi ng one s i s  pred i c ated on th e 

as s umptio n that th e r e  '" i l l  be free mobi l j  ty o f  l abo r .  For 

§tich free mob i l i ty to oc cur , the worker s mus t be aware of 

the s e  \vage d i f f erent i a l s . Such a\v arene s s  i s  ob s c ure d  by th e 

\\ri de devi a t i o n  betwe e n  \vage s· s e t  by co l l e c t ive · barg a i ni ng 

and the actu al earning s r e s u l t i ng from w �g e  dri f t . Whe n  

true wag e d i f f eren t i a l s  betwe en i ndu s tr i e s  are unk nown o r  

obs cured , then the a l l o c ati ve mechani sm wi l l  not work . 

The s e  wage di f f e r e nt i a l s  Jnu st be u n u s u a l ly l arg e to be come 

· known and br i ng about the d e s i r e d  r e a l location . A wa g e  

i n cr e a s e  l arg e enough to pe r form th i s  function i s  i n f l a t i on­

ary and i n con s i stent w i th income s p o l icy ( 2 4 , p .  3 81 ) . 

P er sona l mo tivation p l ay s  a s imi l ar ro l e . Wo rk er s o f te n 
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r e q u i r e  a very high \•1<:\g e di f f e r e nt i a l  t o  lure them av1ay 

f r om j obs they have worked at a l l  the i r  l ive s ( 2 4 , p .  3 8 1 ) . 

Thus , Governme nt po l i cy e � cour ag e d  wag e i ncr e a s e s  in 

order to re a l locate l abor , whe n  su c h  i nduc eme nts may no t be 

e f f e ct i ve . Ra ther than perpe tuate thi s no t i on , Gove r nme nt 

sho u l d  concentr ate o n  e duca t i ng · emp l oye r s  th at s u ch a c ti o n  

i s  no t nec e s s ary . The provi s i o n  o f  d ata by the Gove r nme nt 

may he suf f i ci e nt to a l ter thi s attitud e . The ba s i c  prob l em 

s tem s f r om l ack of ad equ a te in formation conce r ni ng loc a l  

l abor market cond i t i o n s . 

The re i s  no s ub s ti tute for a d r amati c improveme nt 
in the amount and k i nd o f  i n f o rma t i on ava i lable 
about th e work i ng o f  l abour mar k e t s  and i n  parti cu l ar 
of the fac tor s a f f e c t i ng the a l l o c a t i on of l abour 
betv1een d i f fe rent emp loye r s . Thi s cal l s  not o n ly 
f or impr ove d e conomi c and s t ati s ti c a l  i nformat i o n  
but al s o  f o r  k no,-r l e dge about t h e  s oc i o log i c a l  and 
ps ycho log i ca l  fa ctor s a f f ec ti ng peop l e ' s  cho i c e  
o f  j ob s  a n d  the i r  j ob ch ang e s . ( 4 0 ,  p .  16 7 ) 

Robi n s o n  be l i eve s  that s uch f a c t  g ath er i ng on the p ar t  

o f  the Gover nme nt i s  extrer.1e ly irr.port ant . -I n order for 

Gove r nme n t  to a f f e c t  ma cr o - l eve l po l i c i e s , it mus t  succe s s -

f u l ly encour age adj u s tme nts o n  the f i rm . l eve l . The aggr ega-

tive r e s u l t s  o f  the s e  ad j u s tme nts is r e d i r e c t i o n  on an 

indus try or r eg i on a l  scale ( 4 0 ,  p .  1 6 7 ) . Thus any propo s e d  

r e a l location of r e s o ur c e s  i n  the nati ona l i nte r e s t  mus t b e  

depend e n t  on the compo nent a c t i o ns o f  i nd ividua l  f i rms . I f  

f i rms be l i eve th i s  c an be dona o�ly through wage i nc e nt i ve s , 

then not only wi l l  r e a l l o c a tion e f f ort s be i ne f f e c t i ve , but 

re s u l t s  wi l l  be count er -productive by c au s i ng add i tional 

inf l a t i o n a ry pay i ncrea s e s . 



Perhap s  a more fr ui t f ul approach wou ld be through an 

expa n s ion of th e labor f c r ce and a more e f f i ci ent u s e  - o f  

avai lab le manpo\·l�r . P"or exa.mp l e  1 mar r i ed \·Jomen 1 foreign 

labor and the h a rd- co r e  unemp loyed are pote nti a l  labor 
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sour ce s . - Marr i ed women migh t· h e  i nduc ed to enter the l abor 

fOrCe i f  hOUr S Of emp loyrr.e 11t C O i n c i ded \\1ith the i r Ch i ldr en I S  

s cho o l i ng . Expans ion of day care fa c i l i t i e s  wou l d  a l s o 

help (40 ,  p .  1 67) . I n  th e late 19 6 0 ' s  ther e were 2 4 , 0 0 0  

chi l d r e n  i n  s tate sub s i di z e d  day care center s ,  whi le sever a l 

survey s show that 4 3 0 , 0 0 0 - 5 5 0 , 0 0 0  c h i ld r e n  wou ld be p l aced 

in s uch �enters i f  space wer e avai lable { 3 ,  p .  2 2 ) . 

P rovi s i o n  o f  su ch cente r s  wou l d  h e lp rai s e  the l abor force 

part i c ipation rate . For e i gn l abor might be attracted 

through adver t i s i ng . For examp le ,  one f i rm. used te l e v i s ion 

adve r t i s ements to in form peop l e  in Urdu and Be ng a l i of j ob 

oppor tun i ti es i n  Gr e a t  Br i tai n and wa s , the r e for e , ab l e  to 

recrui t a si z e ab le number of i ndividua l s  ( 4 0 , p .  1 5 6 ) . 

Anothe r po tent i a l  sour ce o f  manpot,ver i s  the hard- core 

unemp l oyed . 

A survey o f  the cha r acter i s t i c s  o f  the unemp loyed 
wh i ch was c arr i e d out at a time of hi gh demand for 
labour in Oc tober , 1964 showed tha t  6 0 %  of unemployed 
men wou ld be d i f f icult to place on per sonal ground s 
or ground s of  ha ndi cap . Mo s t  of the s e  men are 
unsui table f or r e tr a i n i ng i n  Gover nme n t  tr a i n i ng 
ce nter s , but e v i d e n ce o f  Swedi sh ?O l i cy shows th a t  
they c a n  b e  rehabi li t a te d  through spe c i a l  tr a i n ing 
programme s . ( 3 ,  p .  2 2 )  

Improved publi c er.1p loyme nt s e rvi c e s  \vould a l s o  be 

u s e f u l . The s e rvi ce has det e r iorat ed to a poi nt wh e re i t  

only f i l l s about 1 5  perc e n t  o f  th e j ob vac anc i e s r thi s 
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propor tion i s  dimini s h i ng annua l ly . The o ccupatio n a l  

guid ance d i v i s ion o f .  th e emp loyme nt s ervi c e  ha s b e e n  succe s s -

. f u l i n  admi ni s ter ing ap titude t e s t s  to per s i s t en t  j ob 

chang e r s  and others \¥ho are no·t s ati s f i ed w i th the i r  j obs . 

There i s , however , g r e a t  need for improvement . S t a f f  

tr a i n i-ng. cou ld be improved ; more · contact vli t h  i ndus t.cy i s  

d e s i r ab l e  and i n cr e a s ed adve rt i s i ng_ i s  needed ( 3 ,  p .  2 2 ) . 

The succ e s s  o f  the s e  s ugg e s ted a s p e c t s  o f  manpowe r 

p l a nn i ng i s  predi cated upon the exi s t e n c e  o f  adequate dat a 

conce rning f uture manpower r e quir eme nt s .  P r i vate f i rms have 

a ma j or r o l e  in provi d i ng r e l i ab l e  for e c a s t s . The Depa rtment 

of Emp loyme n t  a nd Product ivi ty Hanpo\...;er Re s e arch D i  vi s ia n  

condu cted a s urvey o f  3 0 0  large and med i um- s i z ed f i rms i n  

the me tal i ndu s tr i e s a nd f ound tha t about ha l f  o f  th e f i rms 

d i d  some foreca s t i ng , but l e s s than 25 per c e nt made any 

f or ec a s t s  for mor e  thnn two y e ar s i n  the future ( 3 ,  p G  2 3 ) . 

The s e  s tru ctur a l  impr oveme n t s  s e efu to be a f ruitful 

appr o ach , e s p e c ia l ly s i nce the D epar tme nt of Emp loyme nt and 

P roductivi ty s tud i e s  show that ther e  wi l l  b e  no i nc r e a s e  i n  

the l abor s upp ly unti l the l ate 1 9 7 0 ' s  ( 3 ,  p .  2 1 ) . 

Proj e c t i o n s  by the Depar tme nt of Emp loyme n t  and Productivi ty 

a l s o  i nd i cate th at shi f t s  i n  the d emand for l abor wi l l  

e f f e c i both the agr icul tur a l  and mi n i ng s e cto r s . I ndus tr i al 

�e��ers w�4 1 � ls o  l e ad to unemp l o�me nt i n  partic�lar ar e a s  

( 3 ,  p .  2 1 ) . The s e  worker s w i th p roper tra i n i ng , a nd a i d  i n  

p l aceme n t  and r e l o cation wo uld e a s e  the l abor s hortage 

pr6b l em i n  expandi ng areas wi thout the n e e d  for i n f l a t io nary 

wage i n cre a s e s . 
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Pos s ible avenue s o f  apprOpr i ate manpowe r po l icy h�ve 

not been exhau s ted , . It i s  not \'ti th i n the r e alm of th i s  

s tudy to thor ough ly examine th� me thods o f mat ch i ng s upp ly 

o f  and demand for l abor . However ,  g ive n the s u g g e s ti o n  that 

comp e ti t ive w age bi dding i s  not a n  e f f e ct ive method o f  

r e a l lo ca ti ng labor , I be l i eve that i t  \vou ld b e  a mor e fru i t -· 

f u l  appro ach t o  attemp t to s e ek s truc tur a l  chang e s  vJhi ch in 

tur n Nou ld ease the demand for l abor and i t s  cons equent 

inf l a tionary pre s s ures � A ve rs i on o f  income s po l i cy whi ch 

encour age s competi tive bid d i ng may no t . on ly be an i ne f f e c t iv� 

me thod o f  l a bor rea l l o c a t io n ; but is i nimi c a l to the centra l  

purpo s e  o f  i ncome s po l i cy . 

The la s t  two cr i ter i a  f or e xcep t ion a l wag e incr e a s e s  

were aimed a t  soci a l go a l s . The i r  {nclus i on had or i g i na l ly 

he lped make the po l i cy acc e�tab l e to the labor movemen t .  

The s e  cri teri a provided for above norm i ncre a s e s i n  c a s e s  

. ( i i i ) the r e  i s  ge ner al r e cogni ti on tha t  ex i s t i ng t.-Tage 
and s a l ary leve l s  ar e too l ow to mai ntain a 
r e a sonab l e  stand ard o f  l ivi ng ; 

( iv )  there i s  wi de spr e ad re cogni tion th a t  th e pay 
o f  a cer tai n group o f  wo rke r s  h a �  f a l l e n 
s er i ou s ly out o f  l i ne wi th the leve l o f  
remuner ation f o r  s imi la r work and n e e d s  in the 
nationa l i n t e re s t  to be improve d . ( 1 2 , p .  8 )  

Both o f  these ex cep t ion s conta ined amhigui t i e s . The s pe ci f i c . 

wag e leve l s  n e ce s s ari to " mai nt ai n  a re a s onabl e  s t andard o f  

l ivi ng " \'7as no t de f i ned ( 5 5 ,  p .  20 1 ) . The re wa s a " st and i ng 

temp t at i o n  for un ion� to n arro\··7 . t'b..e i ntcrpr e t o. t i on o f  
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' Nide spread r e cogn ition ' t o  th e i r ov,rn memb er s h ip at t i tude s "  

( 7  1 p .,  3 1 } '  

Whi le f ew compr ehen s ivA s tudi e s  have been made o n · the 

dis tribu t i on of e ar nings i 11 the Uni ted K i n gdom ; there are 

i ndi cations th a t  s tructura l featur e s  may l i e  b e h i nd low pay 

in many c a s e s . I n  1 9 6 7 , ne ar ly 8 0  perce nt. of the wome n 

holding full-time j ob s  e ar n ed l e s s  than 1 5  pound s a we ek . 

Forty pe r cent earned le s s  th an 1 0  pounds n. we e k . T he� agr i �· 

cultur a l and mi ning s e c tor s had t he h ighe s t propor t i o n  o f  

work e r s  e ar n i ng le s s  than 1 5  pound s · a  we ek ( 5 1 , p .  3 3 ) . 

Mr . Cro s�ley sugge sted : 

that there i s  a di s tor ti ori i n  the wage s tructur e  
be c au s e  s t rong tr ade uni on s  have bee n able to ra i s e 
wage s r e l a t ive ly , i n  some o f  the hi gh p ayi ng i ndu s ­
tr i e s  whe r e  co ndi ti on s h ave bee n particu lar ly 
f avor ab le to them r eve n though t hi s r e l at i ve wag e 
g ain ha s been a t  the exp e n s e of the exc lus i o n  fr om 
emp loymsnt in tho se hi gh payi ng i ndus tr ie s of some 
pe op l e who wou ld be wi l l i ng to take j obs the re for 
le s s . The i r  exc lus i on swel l s the labour supp ly to 
the lower paying i nd u s tr i e s , and widens the d i f f e re n­
t i a l  be t,-ve e n  th e s trong ly and the --\>!e ak ly org a nise d 
s e ctor s eve n more , (9 , p .  1 2 5 ) 

The se explan ati on s for low pay sugge s t  s tructur al r e f orm as 

a so luti on t o .  l o w  pay r a ther than u s i ng a n  excep t i o n  to the 

i ncome s norm a s  a m e a n s  of at temp ti ng to r a i s e wag e s  of low 

paid '\'\10rker s . 

Th ere h a s , i n  a c tu al pr a ctice , been li ttle a ttemp t by 

the N . B . i? . I . or the Departme n t  o f  Employme nt and Produ c t i vi ty 

to po s i t ively apply the s e  two except i ons ( 3 ,  p .  1 0 ) . As a 

re s ult , i t  h a s  bee n f e l t  by the worki ng people of Gre a t  

Br i t a i n  t h a t  i ncome s p olicy f ailed i n  i t s s tated s oc i al g o al s . 



None o f  the excep tions to the income s norm provided 

for quanti tati ve guide l ine s . There w a s  no indication o f  

the tota l marg in avai lah l e  for wag e  i n cre a s e s above 
the norm . The to ta l s i z e of " ex c epti o n s •• thus 
be come s i ndeterminate s ince it is unrea li s ti c  to 
e xpect some group s to k e ep be low the norm b e cau s e  
other group s  have ignored i t ,  or have gone through 
one of the loopho l e s . ( 7 , p .  3 1 ) 
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CHAPrrER VI I 

EVOLUT ION OF INCOMES POLICY 

vJi th in a fe��7 mon·ths o f  th e imp lemen tat ion o f  th e 

income s p o l i cy , the Gove Y-"nme n t  began a l ter i ng the p 0 l j cy . 

The i ni ti a l a l t e r a t i ons v7ere not drama ti c and Wl�re a imed a t  

mak i ng the voluntary poli �y mo re e f f e c tive . B y  th e summer 

of 1 9 6 5 , the Gover nme nt rea li z e d  tha t  one o f  th e maj or 

drawback s of the po l i cy � .. �a s th at the N . B . P . I .  ' s  e f fec tivene s s  

w a s  l imi ted s i nce i t  cou l d  on l y  exami ne 

a sm� l l  fraction of p r i c e  or wa� e ch ang e s  [ out of 
the ] over a mi l l i o n  pr i c e  change s ,  thou s and s o f  
wag e agre eme n t s  and hundre d s  o f  s a l ary neg o t i a t i on s  
i n  a ny year . The .Bo ard hand l e s  some t h i ng l i ke 
f i f ty ca s e s  a year . ( 3 1 ,  p .  6 1 ) 

The Gove r nme nt tur ned to the T . u . c .  as a me ans o f  

e s t ab l i s h i ng a mor e comprehe n s i ve t-Tage ve tt i ng ( s cr e e n i ng ) 

sy s t em .  The T . u . c .  wa s i n i t i a l ly r e l uc£ant to per form s u ch 

a f un c t i o n . However , under p r e s sure o f  gover nme nt thr e a t  to 

set up a compu l sory sys tem r equ i r i ng advan ce not i f i c a t i o n  of 

a l l  p a y  c l aims , t h e  T . u . c .  s e t  u p  a vo luntary wage ve t t i ng 

pro ce�ur e , The T . u . c .  regard �� the ve t t i n � proc edure a s  an 
I 

a l ternat ive to gove r nme nt i nterfe r e nce i n  co l le c t i ve . 

barg a i n i ng e The un i o n s  rea l i z ed that i f  they did not exer ci s e  

se lf contro l ,  Gover nme nt i nter ference wou ld re s u l t . Unde r 

th e sy s tem a l l  pay c l aims were to be s ubmi tted to a spe ci a l  

conuni tte e  o f  the T .  U .  C .  Unions \vere e:x:p c� cted to de l ay ac ti ons 

on the s e  c l a ims un t i l  th ey .heard the comfl1i ttee ' s eva l u at i o n  

57 



of the pay c l a i�s . A · s imi lar reque s t  wa s mad e by the 

Gov e r nme nt to the Confede r a t i o n  of Br i t.i sh I ndu s tr i e s  

58 

( C . B . I . ) in order t� a s s ure s c r e eni ng o f  pr i c e  i n cre a s e s c 

Thi s l o o s e ly s tructur ed centr al emp loyer s '  associa tion d i d 

not c omp ly \'li th the reque s t  ( 2 , pp . 3 0 - 3 1 ) ., 

I n  r e tr o spe c t , the Gover nme nt ' s  acti on i n  encour agi ng 

a wag e vetting sys tem wa s .  o f  q ue s t i o nab le value . Wh i l e - i t 

d i d  over come the prob l em of the l imitations o f  the N . B � P w i .  

t o  e f fec tive ly s cr e e n  l arge number s o f  wag e  c l a ims , i t  did 

no t c omp e ns ate for lack o f  e f f e c t i ve T . u . c .  contr o l over i t s 

membe r s . The T .  U .  C .  co�1 ld not enfor c e  i t s  re comme ndati ons " 

I n  addi t i o n  to the ve- tti ng s y s tem ,  the Gover nme nt 

i n s t i tuted a n  ear �y \•!ar n i ng sys tem i n  November , 1 9 6 5 ,  '·7h i ch 

required advance not i f i c a t i on of a l l  pay c l aims i nvo lvi ng a 

s i g ni f i c a nt numb er o f  t.vorke r s . S imi l ar no ti ce \vas r e q u i r e d  

f o r  pr i c e  i n cr e a s e  i n tentions on s p e ci f i c  commod i t i e s . 

Ju s t i f i c at ion o f  the s e  propo s ed i ncr ea s e s  a s  sp e c i f i e d  und e r  

t h e  i ni t i a l  po li cy requireme nt s w e r e  to be s ubmi tted to the 

�ppropr i ate Gover nme nt age ncy . Actions on the s e pay c l a im s  
....-/ 

or p r i c e  i n cre a s e s  were t.o be de l ayed unt i i  the Governme nt 

i nd i c ated whe ther i nve s tig ation by th e N . B . P . I .  wa s 

ne ce s s ary . I f  r e f e rr a l  to the Boa.rd was d e emed. nec e s s ary , 

actions wer e  to be de l ayed for up to three months i n order 
, 

to p e rmi t the Board t ime to . i s sue a r e por t ( 1 3 , pp . 3- 8 ) .  

The ea r ly . war ni ng s y s tem and the T . u . c .  v e t t i ng pro -

cedure d id he lp e l imi nate one o f  the shor tcomi ng s o f  the 

o r i g i na l  po l i cy . Board i nve s t i g a t i on , under the or i g i na l  
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po l i cy w a s  re a l l y a n  a f t e r - the - f act eva lua t i on to determi ne 

wh e ther pr i ce or wage increa s e s  were j u s ti fied G The ear ly 

warn i ng s y s tem and the T . u . c .  v e tt i ng procedure prov i d e d  for 

eva luat i o n  pr i or to impl ementc. t ion . Hovreve r  1 the s y s tem wa f� 

s ti l l  · vo l unt ary ., Nei ther e ar ly \1,.a:r. n i ng , .  nor corr�p l i ance �7i th 

f i nd i ngs of the . Bo ard 'vere . c::omp u J  s o ry ., 

The Gover nme nt did no t t ak e  d e f i n i t i ve a c tions to . 

s tr e ngth en in come s  po l i c y unt i l !-la r ch , 1 9 6 6 . 

I t  ha s been s ugge s ted that one r e a s on why the 
Gove r nmen t • • • [wa s ] � • •  tardy in produ c i ng 
the n e c e s s ary leg i s l at i on ,.,a s  th at unti l !·�arch 1 9 6 6  
it wa s s urvi v i ng on so

-
e xtr eme ly sma l l a ma j o r i ty 

tha i th i s  typ e o f  l eg i s l a tion wa s impo s s i b l e . 
( 2 5 , p .  2 8 6 )  

Mr . Br andon s ugg e s t s th a t  the r e a s o n  the e le ct ion wa s h e l d  

i n  Ha.r ch '\·7as the hope o f  e l e c t i ng a l arge eno ugh ma j or i ty 

in Par l i ament , so that the leg i s l ation wou ld pa s s  ( 4 ,  

p . 10 2 ) . The March e l e ct i o D  r e s u l ted i n  a ma s s ive vi c tory 

for the Labour Par ty . The Governmen t  immed i a t e l y  i n s t i tuted 

the l egi s l a ti ve step s nece s s ary to s t rengthe n income s po l icy , 

the mo s t  impor tant o f  wh i ch was g i vi ng s t atutory backi ng to 

the ear ly \varning and d e l ay ?rocedur e . The bi l l  wh i ch was 

to be come the Pri ce s and I'ncornes Act o f  19 6 6  r e ce ived i t s  

f i r s t  re adi ng on July four th ( 2 5 ,  p .  2 8 6 ) . Provi s i ons o f  

the bi l l  inc luded e s t ab l i s h i ng the N . B . P . I . on a s t atut ory 

ba s i s ; thus g i vi ng i t  au th o r i ty to requi r e  evide n c e  and 

summon wi tne s s e s  ( 2 6 , p .  1 2 9 ) . Al s o i n c l uded wa s P a r t  I I  

whi ch g ave lega l s an c t i o n to the ear ly war n i ng s y s tem a n d  the 

o e l ay procedure ¥ Unde r th i s  legi s lation , not i f i c a t i on o f  
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any wage award or s e t tlemen t mus t be g ive n to the Mi n i s ter 

o f  E conomi c Af f a ir s wi th i n  s eve n days o f  the s et t l ement o 

The I'-1i ni s ter h a s  thi r ty d a y s  \\� :t th i ri  \vh i ch to de c i d e  '"he ther 

or not a re ferral to the N � B . P . I .  is warr an ted . No act i o n  

c a n  be t aken o n  t h e  award unti l the month i s  up . I f  

re ferr�l i s  made to th� Board , a c t i on i s ·  f ur the r d e l ayed 

unti l the Board report s or thr ee month s pa s s e I n orde r . to 

br i ng th i s  s e c ti on into oper a t io n , spe ci a l  l e g i s l a t i o n  i s  

requir ed , wh i ch ,  whe n  pa s s ed , would b e  val id for twe l ve 

month s ( 2 2 , pp . 4 7 -4 8 ) . 

B e f'ore th e bi l l  wa s pas s e d , the s i tua ti on ch a ng ed 

d r ama ti c a l ly . The pound s ter l i ng \•la s und er he avy pre s s ur e  

putti ng the country ag a i n  i n  a s ta t e o f  cr i s i s .  O n  July 2 0 , 

1 9 6 6 , the Pr ime Hi nis ter made a s t a tement i n  th e Hou s e  o f  

Commons i nd i c ating th at money i ncome s had b e e n  r i s i ng a t  a 

rate far i n  exce s s  of th at j ust i f i ed by productivi ty 

i n cre a s e s .  He cal led for a s i x month f r e e z e  o n  a l l pr i ce s  

and i ncome s fo l lowed by a s i x  mo nth per i od o f  sever e 

r e s tra int whe r e i ncr e a s e s  cou ld be j u s t i f i e d  on ly i n  

excepti ona l ca s e s  ( 1 4 ,  p .  2 ) . 

The provi s i ons o f  th e fr e e z e  we re i ncorpor ated i n  P a r t  

I V  o f  the 1 9 6 6  Pr i c e s  a n d  I n come s Act . Part IV was e s s e n-

t i a l ly a s t atutory \vag e and pr i c e · fr e e ze \vh i ch prov i ded 

penalt i e s  not only for a n  emp loye r who r a i s ed pr i c e s or p a i d  

w a g e  i n cre a s e s , b u t  for a nv 

trade un i o n  or per s o n  who took or thre a te n e d  to 
t ake ac t ion ( i nc l uding s tr i k e  ac t i on )  w i th a vi ew 
to cornp e � l i ng , i nd u c i ng or i n f luenc i ng t.h e emp l oyer 



to contr avene the r e g ul a t i o n  w a s  hims e l f  l i ab l e  to 
l eg a l  act ion , ( 2 5 , p . 2 8 8 )  
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The p r ovi s i on s  o f  th i s  s e ct i on were app l i cab l e  for o n � y e a r Q  

The Gove r nmen t  hoped th at th e po li cy \•!o uld b(� adhered ·to 

vo lunt a r i ly wi thout th e app li c a t i on of th e p ena l t i e s  a s  

pr ovid ed for i n  Par t IV ( 2 2 ,  p .  4 8 ) . 

Wag e and pri c e  fr e e z e s  w e � e  ac compani ed by s tr i ng e n t  

de f l a t ionary me a s ure s , I n i t i a l ly i n come s po l i cy ,.;a s  regarde..:1 

a s  a pre f er ab l e  a l ter na tive to rap i d  de f l atio�1 � Dur i ng the 

1 9 6 4  e le c ti on camp a i g n , the Labour Government had been hi gh ly 

cr i ti c a l  of th e a l ter n a t i ng d e f lat ion and r e f l at i n � ( s t�p-

go ) pol i c i e s  of the Con s e rvat ive admi ni str a t i on . The 

de f l atio nary me asure s t ak e n  were rem i n i s cent o f  thi s po l i cy � 

I n c luded i n  the de f l atio nary p a ckage wa s an i ncr e a s e i n  the 

bank r a t e , 1 0 0  mi l l i o n  pound s of sp eci a l  depo s i t s we r e  

c a l l e d up f r om the hank ins s e c tor , exci s e  taxe s on g a s o l i ne 

and a l cohol we r e  t a �sed by ten percent , r e s tr i c ti o ns on h i r e  

pur ch a s e s  we re i n cr e a s ed : income t axe s wer e  i n crQ a s ed and 

l S Q  m i l l i on pounds wa s cu t f r om pub l i c i nve s tment e xpend i -

ture s ( 5 9 1 p .  3 5 ) . The Governmen t was f o r ced t o  take the 

type of actions f or whi ch it had previ ou s ly c r i t i c i z ed i ts 

prede c e s s o !' - -me a s u r e s  "Vlh i ch \'lou ld i nevi tably l e ad to unem-

p loyment and i nhibi tion of gro ... :Jth . I t  was a l s o  for c e d  t.o 

rep l ace the voluntary i ncome s po l i cy wi th a s ta tutory wag e 

a nd pr i c e  fre e z e . Such an a � t i o n
.

was unprec edented i n  a 

country commi tted to f r e e co l l e c t ive barg a i n i n g . 

Dur i ng th P. fir s t  s i x  mo nth s o f  the wage f r e e z e , th e r e  

we r e  n o  exceptio n s  permi tted . Dur i ng th e n e x t.  s ix month s 
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( the per i od o f  s ever e r e r; tr a i nt ) tv1o o f  the excep t i on s  WE� r e  

r e t a i ned . I n  order to make th e s e  except ions mor e  e f f e c ti ve , 

th e produ ct ivi ty exception \'la s made mor e s tr i ngent by p e r ­

mi tt i ng o n ly tho s e  produc t i vi ty b arg a i n s t h a t  wo u ld u l  t i "'" 

mate ly re s u l t  i n  lower pri c e s for the con s uming pub l i c � l n  

addi t i o n , s uch wage i ncre a s e s gr anted for i ncre a s ed produc­

t i v i ty h ad to s tem d i r e ctly from the e f for t s  o f  the wo rker s .  

The excep t i o n  perta i n i ng to th e ma i n te nance o f  a mi ni mum 

s t and ard o f  livi ng wou ld · now b e  app l i ed o n ly to t he lowe s t  

paid �o rker s a n d su ch i n6�e a s e s  wou ld not be p a s s �d o n  to 

o th e r  g r'oup s ( 4 1 ,  P e  7 4 ) . 

The wage free z e  and the p e r iod o f  s e ver e r e s tr a i n t 

marke d th e end o f  the honeymoon b e tween the tr ad e un i on s  and 

Government . At the s tar t of the f r e e z e , " Br i ti s h tr ade 

unions had nei ther the fund s , nor the popu l ar s upport , nor 

the inc l i n a tion to battl e i n open - confrontation agai n s t  the 

Governme n t "  ( 2 3 ,  p .  7 ) . Toward s the e nd of th e per i o d  o f  

s evere re s tr a i nt , the Gen er a l  Counci l o f  the T . u . c . r e i te r a t e d  

i t s  be l i e f  tha t  an i n come s p o l i cy mu s t  b e  vo luntary � i t  

cannot be impo s ed through l eg i s l a tion on r e l u ct ant trade 

unions . I t  s t ated tha t  the T . U e C .  r e l u c t a n t ly we nt a lo ng 

wi th th e free z e  b e c au s e  i t  didn ' t  wa nt to s e e  the Governmen t 

act i ng uni l ater a l l y .  The Counci l fe l t  tha t P ar t  IV o f  th e 

�r i ce s  and I ncome s Ac t ( l ap s i ng i n  hugu s t )  shou ld not b e  

r e newe d a nd P ar t I I  (wh i ch ?�ov i ded f o r  � t a tutory e ar ly 

war n i ng and de lay p r o ce dur e ) shou ld not be imp lemen ted ( S O ,  

pp . 6 - 7 )  • 
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The f r e e z e  re ce ived an e l ector a l  te st i n  Apr i l , 1 9 6 7 ,  

in the e l e ctions for the Gre ater Lo ndon and county coun c i l s � 

The P a rty was abandoned by i ts mo s t  loya l suppOLter s- -th e  

\'7ork i ng cla s s . The bigg e s t  de f e a t s  for Labour cand i d a t e s  

wer e i n  th e predomi nantly wo rk i ng - c l a s s  boroughs � The 

de feated l abour c and id at e s  felt that " Labour s uppor ter s 

abandoned Mr .  lv i l s on be cau s e  they cons idered tha t  by f r e e z i ng 

'\vage s , �tr .. \'li l s on had ab andoned them " ( 2 9 , p .  3 1 7 ) . The s e  

candid ate s  felt th at the e le ctor a te wa s not cogn i z a nt o f  the 

s er io u s ne s s  o f Br i ta i n ' s economi c prob l em s and even if they 

\'.'e re aware o f the prob lems they \!Jere unw i l l i ng to accept the 

me asures nece s s ary to so lve th em ( 2 9 , p .  3 1 7 ) . 

The Gover nment soon found i t s e l f  f a ced wi th the problem 

o f  devi s ing po licy me asure s for the per iod a f t er t h e  l aps e 

o f  the statutory back i ng for the free z e  a nd per i od of s evere 

re s tr a int . I t  enbarked on a va ci l l ati ng cour s e  \'lh i ch 

attemp ted to achi eve the mutual ly i n comp a tib l e  goa l s  o f  

s ati s fy i ng the tr ade union movement and mai nta i n i ng an 

e f f e c t ive i ncome s po l i cy • 

. The Gover nment began exp loi:'ing _ po l i cy me a sure s to mak e 

the pos t- free ze i ncomes po l icy e f fective . The remi ttance o f  

a l l  p a ce s e t t i ng c la ims to the N o B � P . I .  was cons idered , bu t 

th i s  \vou ld only be e f f ec t i ve i f  th ·.:: Bo ard ' s  r e conunend nt i on s  

w e r e  g i ve n s t atutory a u th or i ty . �hi s was con s ider ed 

p ol i t i c a l ly unf e a s ib l e . Ano ther alt erna tive was the s tr ength ­

c n i �g of Part I I  to i ncrea s� the de lay per i od to 1 2  months .  

Sever a l  fac t ion s in the Government f e l t  thi s was too s tr i ngent 
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and i t  wa s f ina l ly de cided to reduce the de lay period to 

s even �onths . In order not to fur ther a l i enate the uni o n s , 

(�.,rho wer e  ag ains t the 2. c ti va ti on of Par t I I  \vi th the four 

month de l ay per iod ) , the Gove rnme n t  st ated tha t it wou ld 

a l low back d ating o f  a\'.7ard s ( 3 8 ,  p .  3 1 9 ) . Thi s \vould i n. 

e f f e ct make the del ay per i od comp l-ete ly ine f f ect ive s i nce 

any cl aim that was de l ayed cou ld be put through a fter the 

de l ay period w i th a back date provi s i on cover ing the entire 

de lay pe r iod . 

I n  Har ch , the Gov e r nmen t , aft er cons u ltation s ,,ri th th e 

T . u . c .  a'nd C . B . I . , pub l i s hed a ne'{,r \\Tb i t e P aper s e tt i ng o u t  

cri ter i a for re s uming vol unt ary i n come s po l i cy . The po l i cy 

was very s imi lar to tha t out li ned in the 19 6 5  Wh i te Paper . 

Ag a i n  exceptions to i ncome s po l i cy v.rere us ed a s  a means o f  

encourag i ng t h e  s ame obj ectives as in the or i g i n a l  po l i cy 

( 1 6 , pp .  4 - 6 ) . The Goverrune nt real i zed at th i s  poi nt th at 

the i n i ti a l  3 to 3 1/ 2  percent norm which w a s  me a nt to be an 

average r ate of income i ncre ase w a s  i n  pract i ce a mi nimum 

r at e  o f  i ncrea se . The new g u i d e l i ne , there fore , s t ated th a t  

nobody wou ld b e  ent i t l ed t o  a minimum i ncre a s e . Al l i ncre a s e s  

h ad t o  b e  j usti f ied b y  one o f  the s t at ed cr i ter i a  ( 1 6 , p .  5 } . 

Proh ibit ion ag ainst gene r a l  wage i ncre a s e  w a s  re ferred to a s  

a " ni l " norm . The new po l i cy pa p e r  a l s o cons i d e r ed a twe lve 

month per iod as the min imum per iod b8tN·een succe s s ive incom e s  

improveme nts for work e r s  ( 1 6 , P �  6 ) . 

The Gove rnme nt tr i ed to take into cons i de r a t i o n  the 

T . u . c . ' s  r eque s t  that P art II not be act iva te d . nor other 
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compuls ory r e s eJ:ve pov1e r s  be imp l eme n ted i n  con j un ct i o n \<li th 

th e new po l i cy . · I n d e f erence to the . T o U . C . , the Governmen t  

s tated th a t  r e s erve powe r s  wer e  not a n  adequ at e s ub s t i tu te 

for vo luntary cooperation � However i t  add ed th a t  exp e r i e n ce 

o f  the l a s t  few years has s hown th e impo rt ance o f  h av i ng s ome 

r e s erve po\-ter s avail ab le . Therefo"r e· the a c tivation o f  Part · 

I I  ( s treng the ned by the add i t i o na l  .thre e month d e l ay per iod ) 

was · propo sed ( 1 6 , p .  8 ) Q The b i l l  a c t i v at i ng P art I I  wa s 

pas s ed
.
by P ar l i ame nt in July , 1 9 6 7 . Thi s bi l l  was no t we l l  

r e ce ived by org ani z ed labor , who were vo ca l i n  thei r oppo � i ­

t i o n to th e continu an ce o f  s t atutory p owe r s . 

I n  the meantime , the Gov er nment encour ag ed th e T . u . c �  

t'o t ak e  an active r o l e  i n  the admi n i s tr a t i on o f  i n com e s  po l i cy 

a f ter the period o f  s evere r e s traint . Spe c i f i c a l ly the 

re sump tion of th e vetting pro c edur e was e ncour aged . The 

T . u . c .  agreed and the General Counci l out l i ned the i r  own 

ver s ion of i n come s po l i cy to beg i n  a ft e r  th e p e r i od o f  s evere 

r e s tr ai n t . ·  ��e mo ti v at i o n  behi nd the po l i cy was to pre c lude 

gover rnnental a c tion thr ough s e l f  regulatio n .  The p o l icy 

propo s e d  that t l i e  T . u . c .  Gene r a l  Cou nc i l  i s s u e  a n  annu a l 

r eport on e conomi c condi tions wi th p a r t i cu l ar empha s i s  on 

wag e  d eve lopme n t s . I nc lude d wo u ld be e s t imat i o n s  o f  appro­

pr i ate wage i ncr ea s e s for t h e  com i ng y e a r  and condi tions that 

might necc s s i  tate e:�cep tions from . the norm . 'rh e  repor t wou ld 

be a r e s u l t  o f  prior c on s u l tat .i o n  \17:t th the D epa�c tment. o f  

Eco nomi c Af f a i r s and the c . B . I ,  The wage vet t i ng 3y s tcm i n  

op er ation prior t o  the f re e z e would con t i nue t o  opera te . 
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Under th i s  s y s  t. -:-.m , un ·i.ons v-.rere expe cted to noti fy the T I! u .  C .,  

o f  any c l a ims f en: i n cr e a s e d  \!<J'age s or improved \.vork in9 c o n ­

d i t i o n s pr ior to nego t i a t i o n s  wi th emp loyer s .  U ni o L s  wo uld 

be expe cted to r e f r a i n  ·from p r e s s i ng c l a ims p e nd i ng an 

op i n ion of the Gener a l  Counc i l ' s  i n come s po l i cy coromi tte e 

and the s e  op i n i on �  shou ld be t ak e n  i nto a c co un t  whe n  proceed­

i ng wi th the c l a im .  The T . u . c .  should b e  advi s e d o f· th e 

f i n al s e ttlement ( 2 2 , pp . 4 9 - 5 0 ) . 

The T . u . c .  took i ts wage vett i ng fun ction q u i t e  

s e r i o u s ly . In the f i r s t  s i x  month s · o f the r e s ump ti on s  of the 

vett i ng procedure , the T e U . C .  s cre e ned 3 1 5  c l a im s cov e r i ng . 

7 , 4 6 8 , 0 0 0  worker s .  I t  f ound 1 4 5  of the s e  c l a ims i n comp a t i b l e  

wi th i t s po l i cy and there fore r e ferred them b a c k  for r e con­

R ider a t ion by the un i o n �  i nvo lve d ( 6 3 ,  p ,  2 3 ) . 

D e s p i t e the apparent de s i r e  on the p a r t  o f . thc T . u . c .  

to accompl i s h a s u c c e s s f u l  ve t t 1 ng proce dure and the s i nc e r i ty 

\.1i th wh i ch i t  went about i t s  ta s k s , there a r e  s e vera l r e a s ons 

why thi s pro cedur e w a s  i ne f f e c t ive in re s tr ai ni ng the leve l 

o f  i ncome s . The.  cr i ter i a u s ed by the T . u . c .  we r e  mor e  f le x­

i b l e  than tho s e  u s ed by the Governme nt , par ti c u l a r ly i n  

re spe ct t o  i t s i nterpre t a t i on o f  th e except i o n c l au s e� ( 4 1 ,  

p .  8 4 ) . The f a c t  t h a t  the T . u . c .  e ndor s e s  a c l a im do e s not 

me a n  tha t it i s . j u s t i f i ed . rrh(! Eco nomi s t expr e s s ed the vi e\•l 

th a t  i f  th e ma j or i ty o f  th e c l a ims whi ch r e c e ived e ndor s eme nt 

by the 'r . u . c .  we re g r anted i n co!ne s po l i cy ·wou ld " go b u s t "  

( 2 3 , p .  8 ) . Eve n i f  only v a l i d  c l a ims were endor sed , the 

pr o ce dur e wou ld s ti l l  not be c f fe c ti ve s i n ce th e rJ' 1 U � C ., h a s  
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no means o f  e n f or c i ng i t s  d e c i s i on . The indi vidu a l  un i o n s  

are s ubj e c t  t o  a g r e a t  d e a l  o f  pre s sure from th e i r  member­

sh i p  a nd a r e  like ly to b e  more re spons ive to th i s  pr e s sure 

th an to the sugge s t i ons of th e T . U � C o  I t  h a s  a l s o  bee n 

sugg e s ted th at the e f fe ctiv e ne s s  of th e ve tt i ng p r oc e s s w a s  

furth e r  l i mi ted by the f a ct that s ever a l  repre s e n t a t i ve s of 

l arge un ions on th e c o:rnmi tte e made mutua l ly c omp �. t i b l e  bar­

gai ns v1h i ch \ve re mor e in the i n ter e s t  o f  th e i r  O\vn unio;J. s  

than in - the national i ntere s t  ( 4 8 , p .  3 2 5 ) . 

P ar a l l e l i ng the vo luntary ve t t i ng sy s t em o f  the T . u . c .  

\vas the compul s ory not i f i c a t i on o f  c l aims to the Hi ni s try of 

Labour . The Mi n i s try had s e ve r a l  type s o f  s an c t i o n s  at i t s  

d i s p o s a l e I t  cou ld thre aten the f i rm gran t i ng t h e  i n cre a s e  

that i f  i t  d i d  n o t  comp ly \'li th po l i cy , a cr i t i c a l  e x ami n a t i on 

wou ld be made o f  pr i c e i ncre a s e s  r e s u l t i ng fr om the wag� 

i n cr e a s e .  The M i n s i try cou ld a l s o  re f e r  the c a s e  to N . B . P . I .  

and there for e a f f ect a pos s i b l e  s i x month de l ay of th e imp le­

me ntation o f  th e i ncre a s e  ( 6 2 ,  p .  2 3 ) . However , even when 

re f e r r a l  i s  made to t h e  Board , s uch a move s e rve s o n ly as a 

de l ayi ng tact i c  and th e r e  i s  no th i n� to prevent th e i n cr e a s e  

( o r pe rhap s a gre ater i n cr e a s e  than i ni t i a l ly p�opo s ed t o  

comp e n s ate for the de lay ) · a t the end o f  the de lay per i od " 

The b a l a nce o f  p ayme n t s  s i  t.u.ation wh i ch had been s t e ao i ly 

improvi ng s i nce the 19 6 4  c r i s i s  beg an to d e te r i ora te e 

Gove rnme nt advi s or s  predi c t ed a cont inui ng de f i c i t  we l l  i nto 

19 6 8  ( 5 ,  p . 8 6 8) � Thi s pre c i p i t ated another dram a t i c  tur n o f  

even t s - - the 1 4 . 3  p e r c e n t  deva l u a t i o n  o f  the pound i n  Novembe r ,  
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1 9 6 7 . Dev a lua tion h &d s er ious imp l i c a t ions for the future 

o f  i ncome s pol i cy �  Dome s t ic pri ce i ncre a s e s  s e emed i nevi ­

t ab l e a s  a r e sult o f  deva luati on , but i f  th e s e  p r i c e  

i ncre a s e s  were matched b y  i n come
.

i n c re a s e s ,  a l l  the advan­

tag e s  de r ived f rom d eva l uat i on wou ld s oon d i s s i p a t e . Th e 

Labour Gover nme nt \•la s confr onted \··7i th the pr ob l em o f  \vh e ther 

to i ncre a s e i t s power to i n te rvene i n  i ncome s d � c i s i on s . 

Po l i t i c al l y , s u ch an a c t i on -v.Jo u lc1 me an fur ther a l i e nat i on 

o f  th e un i on s , so the GoveJ: nment , i ns te ad , cho s e  to re ly on 

i t s  pO\\'e r s  o f  per s u a s i o n  v I t  announced to uni o n  l e ader s that 

a s  a re sh l t  of devalua t i on pr i c e s  wou ld r i s e  2 1/2 to 3 

per cent . No nevl me a s ur e s  v.rould be taken to keep i ncome s f r ont 

r i s i ng , but the Government exp e c ted the T . U . C �  to e n fo r c e  

i n come s cr i ter i a  more r i g i d ly ( 3 7 , p .  1 ) . I n  r e tur n , the 

Gov a rnme n.t promi sed to keep s tr i c t  \•latch on d:i v i d e n d s . A.n 

i n cre a � a  i n  the corpor ate tax r ate w a s  a l �o imp o s e d  to pre ­

vent i ndus tr i e s  from mak i ng an except i o n a l ly high p ro f i t  

be c ause of the expected r i s e  i n  i ndus tr i al produ ction . A l l  

s e c to r s  o f  the economy wou l d  there fore h ave to make s a cr i f i � e s  

rathe r th a n  j u s t  the worker s ( 6 , p ,  1 7 ) . 

The T � U . C $  agr e ed to cooper ate w i th the Gover nree nt i n  

th e po s t- deva luation per i od � U n i on s  le ade r s  s t at ed they wo uld 

not reg ard i ncr e a s e s i n  pr i c e s  a-r i s i ng from d evalna.tior� " a s 

con s t i tut i ng i n  th em s e lv e s  j us ti f i ca tion for i n cr e a s e s i n  

wages " ( 5 4 , P $  1 )  and would · r eg a� d a s  i ncomp a t i b l e  wi th 

i ncome s po l i cy , c l a im s  f o r  improvemen t  in wag e s  due to take 

e f f e c t  wi thi n 1 2  month s  of a previ ous s e t t l eme n t o Cooper ation , 



hot·7ever , wo uld be pr edi c a t ed on the succe s s  o f  e f fo rt s to 

preve nt unj u s ti f i e d  p r i c e  i n cre a s e s  { 5 4 , p .  1 ) . 
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I n  addi t ion to th e Government ' s p le a for in come s 

res traint af ter d eva luntj o n , o ther me a sure s  ,.,ere taken to 

curb dome s ti c  demand . Among the se measur e s  were an i nc r e a s E� 

i n  the bank r ate from· 6 1 / 2  to 8 per cent , limi t a t i o n  on bank 

advance s except to prior i ty borro'i:Te r s  ( e sp e c i a l ly exporter s ) , 

more s tr inge nt h i r e  pur ch a s e  regu l a ti on s and , a s  me n t i o ned 

above , an i ncrea s e  in th e corp o rate tax r ate ( 5 ,  p .  8 6 9 ) . 

I n  D ecember , the T . u . c .  and the Government began 

con s i de ri ng a l ternat ive pol i c i e s  i nt e nded to succeed cur rent 

i n comes po l i cy \•Th e n  suppor t i ng le g i s l at i o n  expired in the 

mi dd l e of 1 9 6 8 .  Gover nme nt and union vi ewpoi n t s we re aga i n  

diverge n t . The Governme n t wi s hed t o mai n t a i n  the po l i cy o f  

no g enera l pay i ncre a s e s other th an th o s e  permi t ted by the 

excep tion c l au s e s ,  i . e . , the " n i l "  norm . The T . u . c .  f e l t  

th a t  co ntinuance of the " n i l "  norm was unaccep tab l e  on several 

grounds . Unions had no t been ab l e  to negot i ate g e neral pay 

i n cre ase s s i n ce the 1 9 6 6 fr e e z e . O n li th rough the excep ti ons 

to the norm could any be t te rmen t i n  the wo rk e r s  po s i t i on be 

achieved . The s e  excep ti o n s  l e d  to problems i n  th em s e lves . 

Conti nued ex cepti on s  b a s e d  o n  the low pay cr i te r i a  wou ld 

di srupt wage s tructure s .  Conti nued exception s  b a s e d  o n  the 

pr oduct i v i ty excep t i o n  \·Jo uld l e ad t o  many " spur i ous " produ c ­

tivi ty barg ai n s ( 5 3 , p .  1 ) . A sma l l  g e nera l  i nc re a s e  would 

be more re al i s t i c . The T .  u ·. C . .. sough t. a 3 1 / 2  ·to 4 pe rcent 

gen era l w ag e  i n cr e a s e  to be co�e e f f e ctive i n  the s e co nd ha l f  



o f  1 9 6 8 .  T h i R propo s e d wage i n c � e a s e  wa s b a s e d  on an t i c i -

pated i ncre a se s o f  the g r owth r a te o f  s i x  per ce nt . Mr 9 

Woodcock announced on na ti ona l t e l evi s i on news , 

I don ' t th i nk we can exp e c t  uni ons to [ accep�]  
anoth er s t and sti l l  l a s t i ng unt i l the midd le o f  
19 6 9 . From the m i d d le of next ye ar ther e h a s  to 
be some g i v e  v7h i ch v1i l l  e nab l e  p e op l e to c;et s ome 
wag e i n cre a s e s  • i • and the a� gume n t  wi l l  be wh a t  
i s  to l e r ab l e . I don ' t th i nk th e arg ume n t can be 
th a t  no thing is to l e r ab l e " ( 47 ,  p .  1 )  
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t-1r � Ni l son to ld the T . u . c .  th a t  such a g e ne r a l i t 1cr e c:�. � e  � . ..:a s 

unre a l i s t i c . Eve n i f  the an t i c ipa ted s i x pe r cent grow th 

r a te \ve re ach i e ved , if 'qage s  moved up too r ap i d l y  1 s u ch a 

gr ov;th r a'te cou ld no t be mai n t a i ne d and another pe r i od o f  

re strai nt co u l d  re s u l t  ( 47 ,  p . · 1 ) . 

A s  i nd i c ated above , i n  Novemb er the Gove rnme n t  had 

s t ated i t s i n ten t i on no t to s e ek a ny add i t io n a l power , i n  

t h e  r e a lm o f  i ncome r e s tr ai n t , i n  the p er i od immed i a t e l y 

f o l loHi ng deva luati on . The Governme n t  v1o u l d  re ly o n  the 

vo lunt ary cooper ation o f  th e un i on s i n  the i r  j o i nt e f fort to 

re ap the bene f i t s of deva l ua t i o n . Howeve r , by the beg i nn i ng 

of 1 9 6 8 ,  the cur rent legi s l at i o n  wa s due to expi re & The 

Governme nt announ ced that fur the r l egi s l a tive me a s ure s we re 

. ne ce s s ary to pre ve nt the e ro s ion o f  · the comp e ti ti ve advan-

t ag e s  re s u l t i ng from deva l ua t io n . I t  l e ar ned i n  1 9 6 6 , th a t  

re s e rve s t a tutory po\ve r s b a ck i ng up " vo l untary " i n come s po l i C]' 

tend to promo te coP1p l i ance . J\. neVT Whi te P ap e r  \v as pub l i s h ed 

in Apr i l ,  1 9 6 8 ,  out l i n ing new po l i cy and the s t atutory powe r s  

sought t o  b a ck u p  po l i cy . Pr i or u n i on r e q ue s t s  f o r  a genera ] 

i n cr e a s e  were no t con s id e r e d . The new po l i cy paper 
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de s i g n a te d  a 3 1/2 pe r cen t i ncrea s e  a. s  the " c ei l i ng " above 

wh i ch annua l pay and bene f i t  package s could not exceed () Th� 

term " c e i l i ng " wa s spe c i f i ed rather tha n  " norrn " as had be en 

u s ed i n i t i a l ly . The 3 1/2  percent f igure wa s to be an ab s o -

lute maximum i ncrea se r a ther tha n a n  ave r age i ncrea se . I n  

other \vord s the " ni l '! norm ,.,as s t i l l  i n  force a nd any i ncre a s e  

j u s t i f i ed b y  the s ta ted excepti on s could not exc eed the 3 1 / 2  

per cent ce i l i ng ( 1 7  1 p o 7 )  • I n  thi s  l:Jhi te P aper the Govern·-

me nt i nd i cat ed tha t  i t  re a l i z ed th e f a c t  that nat i ona l l e ve l  

negot i at i o n s  were g r e a t l y  i n cr e a s e d · a t the p l an t  le ve l . I n  

ord e r  t o  as sure tha t the tot a l  wag e  p a ckage wa s wi th i n  the 

ce i l i ng , it wa s s t ip u l ated : 

Chang e s  i n  rate s or s ca l e s  may be s e t tl e d at n a t i ona l , 
loca l , f i rm , o r  p la n t  l e ve l ,  but wher e g roup s be n e f i t 
f r om i ncr e a s e s  or imp roveme n t s  s e tt led at more than 
one l e ve l , the app l i c a t i o n  o f  · the c e i l i ng requi re s 
th at the over a l l i ncre a s e  shou ld not ex ceed the 3 1/2 
percent ce i l i ng . I n  co n s id er i ng i ncre a s e s  s e t t l e d  
a t  na tional l e ve l account �us t be tak en o f  prob ab l e  
i ncre ase s a t  l o c a l , comp a ny and p lant leve l �  con­
ver s e ly ,  i n c re a se s i n  r a tes s e t t l ed at th e p l a n t  
leve l sh o u ld tak e  a c count o f  r e levant incre a s e s 
s e tt l ed at other J e ve l s , ( 1 7 , P o  3 2 )  

Exc luded fro1n the ce i l i ng , hoYTever ,
. 

\vere any e ar n i ng s  

r e s u lt i ng from " nec e s s ary i n cr e a se s i n  hour s o r  i n  the amount 

o f  work d one " ( 17 ,  p .  7 ) . Th i s  p rovi s i on opened a wide loop-

ho l e  s i nce i n  the Br i t i sh i ndus t r i a l  re l a tions s y s tem , such 

over time payme n t s  are norma l ly i nc luded as part of the un-

\<Tr i tten a gr e ene nt be t\•7e en l abor a.nd manageme n t  and many 

wo rk e r s  con s ider su ch over t i�e payme n t s a s  a ba s i c p a r t  o f  

the i r e arn i ng s . 
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Ano ther loophole w a s the abs o lute exception to the 

ce i ling in c a s e s  where product ivi ty wa s i ncre a s ed ( 1 7 , p .  9 )  � 

\"lhi le the lvhi te Paper did a t t emp t to spe c i fy s t r i ng e n t  

requi rements f o r  the s e  productivi ty i ncrea s e s , p a s t exper­

i ence shows tha t  thi s  w a s  p�ob ab ly the mo s t  u s ed and rno s t  

abu s e d  j u s t i f i c at io n . fo r  i ncrease s . 

The po l i cy al so st ipu la ted that the 3 1/2 percent 

ce i li ng cou ld be exce e d ed i n  c a s e s  o f  the low- paid wo rker s 

a s  long as  the s e tt leme nt package remains wi thin th e c e i ling 

limi t  ( 1 7 , pp . 8 - 9 ) . Thi s provi s ion wa s s a ti s f a c tory to the 

uni ons since i t  made speci a l  provi s ion s for the low- p a i d  

worke r s . On the o ther hand , the provi sion , i f  carr i ed out 

rigorou s ly , wou ld p l ay h avoc wi th exi s t i ng wage d i f f erenti a l s u 

The c� arly war n i ng sys tem \'Ja s  re tai ned and th e maximum 

delaying power wa s i n cr e a s ed to 1 2  months ( 1 7 , pp . 10 and 1 4 ) � 

Leg i s lat i on g iv i ng the Government power to e n f o r c e  the e a r ly 

wa�n i ng and de lay pr ocedure wa s p a s s ed in mid-1 9 6 8  and 

extended for 18 tnonth s . 

The new· po l i cy ·was ex treme ly unre al i s ti c . Str i ngent 

budget me a s ur e s  e nac ted i n  Mar ch put a s tr a i n  on i ncome s 

p o l i cy " The s e  tax chang e s  \v e r e  e s t imated t o  i ncrea s e  the 

co s t  of living by s i x percen t . Thi s s uperimposed on the 

domes ti c  co st i ncr e a s e s  re s u l t i ng from devaluation made th e 

3 1/2 per cent ce i l i ng on wag e s  d i f f i c u l t  to mai n t ain i n  

pract i ce . I t  s e emed l i ke ly th a t  th e 3 1/2 per ce n t  f i gure 

wou ld be i n terpreted as a norm r �the� than a cei l i n g and be a 

s t arting po i nt for ,,,age a nd s al ary i ncre a se s . F or a tota l 
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wag e increase o f  3 1/2 percent , agreement s wou ld have to be 

a great dea l le s s than 3 1/2 percent s i nce r i s ing output 

would l i ke ly i ncrea s e  the potenti a l  · for wage s to dr i f t  we l l  

above th e national ly negot iated l eve ls { 3 4 ,  P e  3 ) o 

The � � u . c .  expre s s e d  i t s  oppo s i tion to the new po l i cy 

by announcing i t  wou ld no longer u s e  Governme nt cr i te r i a  as 

the bas i s  o f  its own vetti ng pro cedure . I t  s et i t s own 

cr i teri a a s  a 3 1/ 2 percent aver ag e  norm for nat ional agree­

ment s th at could be supp lemented by an add i tional 1 1/2 

percent on the loca l leve l ,  r ather th an the Governmen t ' s 

3 1/ 2 p�rcent ce i l i ng inc lus i ve o f  both national and loc � l  

agreement s { 5 2 , p .  3 ) . 

By the end o f 1 9 6 9 , { prior to the expi rati o n o f  the 1 9 G B  

leg i s l ation ) , the Government ce a se d  making re fer r a l s to the 

N . B . P . I .  No government al a ction wa s taken on s everal com­

p lete ly unj u s ti f i ed wag e c l aims whi ch were f ar i n  exc e s s o f  

the cei l i ng . Whi le the N . B . P . I .  w a s  not pha s ed out unt i l  the 

f o l lowi ng ye ar , in pr acti c e , the i ncome s exper iment ce a s ed 

at the end of 1 9 6 9 . The growi ng and acti ve oppo s i tion to the 

trade unioni sts ( at al l leve l s ) , and the Labour Member s o f  

Parli ament were undoubtedly f actor s l e ad i ng t o  the d emi s e  o f  

i ncome s po l i cy . Mor e  important , t h e  pre s s ing n e e d  f o r  su ch 

a po l i cy no longer exi s ted o The bal ance o f  payme nt s on 

current and long -term ac c ount s  s te ad i ly improved i n  1 9 6 9 . 

The f i r s t  qu�rter defi c i t o f  6 1  m i l l i on pounds moved to a 

7 2  mi l l ion pound surplus i n  the s e cond quarter to a 2 1 4 

mi l l i o n  pound s urp lus i n  the thi rd quar ter { 1 9 , p .  3 4 ) . 



EVALUAT I ON OF THE BRITISH INCOHES POLICY EXPERI ENCE 

I t  is nece s s ar y  at th i s  p o i n t  to l ook back at the 

i n i t i a l  go a l s  of the vo luntary i ncome s �ol i cy and to cva lua�e 

the p o l i cy ' s  succe s s  i n  ach i ev i ng i t s go a l s . 

Vo luntary income pol � cy as devi s ed by the Labour 

Governme nt a f te r  comi ng i n to power in l ate 1 9 6 4  had seve r a l  

go a l s . The immedi a te g o a l  \\T as to extr i c ate Gr e a t  Br i ta i n  

from i t s  curr e n t  b a l ance of payme n t s  cr i s i s  wi tho ut r c so r t i �l<J  

t o  devaluation . o r s t r i ngent mon e t ary and f i s c al me a s ure s .  

Long er r ange g o a l s  were to promo te growth and to achi eve s ome 

mea s ure s  of s o c i a l  equi ty . The s e  lo nger r ange go a l s were 

encouraged through i n c ludi ng i n  income s po l i cy certai n excep� 

t ions to the po l i cy g e ared to ach i eve the s e  go a l s . As i nd i ­

c ate d  in Chap t e r  VI , the a ttemp t to ach i eve the s e  g o a l s  

thr ough excepti o n s  to i ncome s po l i cy n o t  on ly prove d t o  be an 

i ne f f e ct ive me ans to ac h i ev i ng the s e  goa l s , but the i n c l u s i o n 

o f  th e exceptio n s  opened many loopho le s contr ibut i ng to the 

ine f fecti vene s s  of th e po l i cy i t s e l f . 

The que s tion o f  hoN i n come s pol i cy f ar ed i n  ach i eveme r:t.t 

of i t s  immed i a te goa l , i . e . , re s to r i ng bal ance o f  paymen t s  

eq ui l ibr ium i s  comp l e x . S i nce imp lemen t a t i on o f  vo luntary 

i n come s po l i cy preceded an imp rovement o f  the b a l ance of 

p ayment s s i tu ati on , a cause and e f f e ct r e l a ti onsh i p  migh t be 

imp l i ed . Income s poli cy mi gh t th e r e f ore be d e emed succe s s ful 

74 



. 
s � n<.;e its imro.cdi a te gc•a 1 w a s  G.� ea t - . . BJ: J. tEl. ). J) 

r educed f r om - 7 6 9  mi l l i on. p0und s  i n  1 9 6 4  to - 3 5 4  �.i l l i o� 

i n  e ar ly 1 9 6 6 ., Dur ing thi s  period exchange c:ontr.oJ. s  �-t :-1d 

tar i f f  chang e s  wer.e a l so emp loyed to re s tore exterr1 a l  .ba 1 a !1<�!..:. ,  

Fo::J� i g n  e xch ang e for pr i vate d ix e ct: i nve s tme nt o ut �;.; i d•.?. tL <� 

s ter l i ng area \'Ja s  provi ded nt the C.Jf .E t c .i. al r a t E: o n l y i f  s n b··· 

r:: t ctnt i a l  shor t- te :r:m contintH�d r f! tu:cn e n  the inVe !3 i::me rd: v1a s  

promi sed . Some potenti a l  i nv e s tor � , we re th e �c f or e  f o� c0d 

to ob·:: a i n  for e ig n  exchang e fr:cm 1:he invc s trlc nt Cl.u: r e n c:{� 

m ar k 2 t  � 'J'hi s mar ket wa s I £tade tighte.'� by regulati or1 s  d 1  \' c r t. i ng 

i ncoming f ox:e.ign e xchange to n :!: f i (� i a l  s our c e s  r a ther th 2.n the 

f r e e  It1ark e t  ( 5 8 ,  p .  2 1 )  ,. S ever a l  quanti tative ly l e s s im:t)Oi:· .... 

tant e.Y:,::h2- ng t:: con tro l s  \ .. Te re a l s o i ntroduced inc lud ing r e s t�c;.. c �"· 

t ions on C1 ' 1:' i:'e'1cy o. l lo�,?ance for tr ave l and .prohi b i ·t i on o f  

uti l i z i nl.)' fo:ce i g .n exchang e obt a i ned through the i nve s tment 

currency ma�ket to pur �h a s e  prope rty abroad ( 5 8 , p .  2 1 ) . 

Var i ou s  change s  i n  corpor r\ te t t1x r nte s t-1er e  i ntr odu c ed i n  

order to di scour ag e Bri t i sh � o r e i g n  i nve s tme n t  abr oad and t o  

encour age fore :i g � '  ) rrve s trr e :n t  i n  Gre at B r i t a i n  ( 5 8 , p "  2 2 ) . 

that improvc:ms n t J. :n t.l: 2 b a l �inc•"3 of p;:;.yr:·�en t s  �.;.i t:ua t .:i  o n  c a�1 b e  



po l) �y { �� i 1e bal ance o f  p ay�nent �-� irrtpr:ovement cou l�-1 L'e 

a tt.:c ibu �ed ·to i ncome s pol  i ey i f , a. s  a re s u l t  0 f  i nco:nt-: r;; 
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of c:;7Gl d, 2.l occu:cr inq in G::-t�at Bri tD. i n  i l l  the 1 9 6 5�· cn.r: ly J. S G C  

per.:i.. .Jd � Hour ly "'-:-a.gc::: s v-7eX E�  s ev e n  to e i ght percerd: hi .g h sx thr;.n. 

d ur i ng the previous year ( 5 9 , pp . 9 - 1 0 ; 3 5 r p 6  2 1 ) � 

Ther e fore , though the ba lance o f  payment s s i tuat i o n  w a s  

improved f o l l o,._r i r.�g the irr�p l efrtC-! n t a t i o n  o f  vol unt ary in com�� s  

pol :i cy , i t  cannot be conc luded th at ther e \v as an:'! c a u s e  and 

e f f \�ct r e l ationship . I t  appear s re asonab l e  to 0-ttl· ::i)Jute mo s t.  

o f  th e ba lance o f  payme nts improveme nts t o  the exch ange 

controls and t ari ff me a s ure s . 

Eve n i f  i ncome s had b e e n  re s tra ined , th i s  type of 

appro a ch t o  achi eve ba lance o f  payme nt3 equi l i br i um is 

probab ly no t the mo s t  expe di t i ou s .  Re cent evidence shows 

tha.t there is l i t t le corre l at i on betwe e n  chang e s  i n  dome s t i c  

pr ices and. ch ang e s  i n  export pr i c e s . F o r  examp l e , i n  th e 

pe r i od from 1 9 5 8 - 1 9 6 3 r  c o n s tL'ller pri � e s  i ncre a s ed 2 . 2 5 per cent 

per . y e ar whi l e  expor t pr i ce s  of manu f a c tured good s i ncre a s e d  

by only 1 � 4 5 per cent . I n  the per iod from 1 9 6 3 - 1 9 6 8 , co n s ume r 

pr i ces incr e a s ed 3 . 8 5 perce nt p e r  year wh� l e export pr i c e s  

in cre a sed by only . 8 0 perce nt ( 3 ,  p .  3 ) . Gre at Br i tai n ha s 

b ::: e n  �ff.!;J1 • .;:::-: a l ly succe s �-; f u l  i n  i t s abi l i ty to " s h i e ld • • • 

expor � pr � c e s  from ch ange s in the dome s t i c  price l eve l '' ( 3 ,  
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l.'" e 5 tr a 1 n t ,  i t  might have b��n J i �t-:. r c? u s e fu l  for Govr:: rn.mr� nt to 

encourage non-pr i ce expo=t co�pe � i t i vene s s  s uch a s  i�proved 

1�arket ing techniqu e s  or mo r e  r �� i d de l i very date s . 

F:x�,mj n i ng the more di re ct e f f e c t s  of i r. com� f:· po l i cy ,  i +: 

i s  a?p b r 0 n t  th at the po l i cy wa s not e f f e c ti ve i n  r e s tr a i n i ng 

i ncoln�� �:: . At ·th9 clo n e  o f._ th e vo lurJ:ary phase { pr: i or to . the 

1 9 0 6  t.ot (�. 1 �arning s  �·!e r e  some ten percen t ove r tlh a t  

Mr t Je f f er s on as cr i bed the f a i lur e o f  vo luntary i ncom � s  

po l i cy t b  re str a i n  i ncome s 

to the in co:rnp ati bi l i  ty o f  fu l l  emp loyraent { at the 
1 9 6 5 - 1 9 6 6 )  l eve l and i ncome and pri ce s t abi l i ty 
wi th only a vo lun t ary sys tem to h9 ld the b a l ance o 
The Governmen t made the mi s t ake o f  a s sumi ng th a t  th e 
e c o n omy co u ld be a l l o\•re d to boom , and th a t  '\vha t  wa s 
i n  e f f e c t an appeal for moder ati on in wage �nd 
s a l a ry i ncre a s e s  wo u l d  s u f f i ce to hold th e moveme nt 
o f  i ncome s i n  check . ( .2 5 ,  p .  2 8 4 )  

rrhe o n ly per i od \•7h e�1 i n come s po l i cy vl as e f f e ct ive i n  

re s tr a i ning i ncome s w � s  dur i ng th e s t a tutory fre e z e and per i od 

of s e vere re s tr ai nt ; dur i ng the s e  per i od s wag e i ncr e a s e s  were 

succe s s f u l ly frozed in the period from the e nd o f  July , 1 9 6 6  

to the end o f  Decernber , 1 9  6 6 o.nd '.v e r e  kept · dovrn t o  t":lo per-

cent from the end o f  DecePh cr , 1 9 6 6  to the end o f  June , 1 9 6 7  

( 2 5 ,  p .  2 8 4 ) . After th i s  per i od , howe ver , wage r a te s r o s e  

r apidly a s  worker s a t t emp ted t o  comp e n s ate f o r  earning s  l o s t  

dur i ng the f r e e z e . '11he po s t- f r e e z e  per iod \\7a s s imi lar l y  

un succe s s fu l . I �oph o l e s  were u n covered unde� th e po s t - f r e e z e  

po l i cy when the o n ly s t a tutory provi s i ons we�e t h e  early 



i. Np;. ... f:'!C d.  :i .. ncrc-� c:u · e s could o c cur af ter the de l ay p e r i od and 

co� 1 d  b� r�re0ot i a ted �pward from the ini t i a l s e ttlem e n t  i n  

o1:dc:r:: to comp en s a t e  frn:· the d e l a y  p e r i od .  E ar n i ng s i ncre a s n s  

i n  th e pe s t- free z e  pe�i06 (mi d - 1 9 6 7  unti l the e n d  o f  1 9 6 9 ) 

i nct e a s e  wa s e�treme ly hi gh dur i ng a per i od o f  high unemp loy-

��c :r1 t  and a n  o f f i c i a l  po l i cy 'vhi ch c al l ed for a " ni l  n n o r m  

and ( a fter mi d- 1 9 6 8 )  an ab so lute 3 1/2 per cent c e i l i ng . 

1Nh i l e the o n ly p e r i od ,.;he n  i n come s pol i cy w a s  e f f ec t ive! 

i n  re s tr � i n i ng in come s wa s the fre e z e and s evere rE s t r a i n t  

per io d , i t  \•J as thi s s ame p e r i od t.h a t  caused the al i e nat. i o n  

o f  th e uni o n s . T h e  ini t i a l succe s s  o f i ncome s po l i cy w a s  

pr edi c ate d o n  the coop e r at i on o f  the uni ons .  However de s p i t e 

o s tens i b l e  cooper at ion dur ing th e vo luntary ph a s e s , i ncome s 

r o s e  r ap i d ly . Coop e r a ti on wa s mor e  app ar e n t  th an r e a l . Mo s t  

nati o n a l  agr e eme n t s  adh ered t o  the i ncome s guide l i ne s , but 

loc a l  i ncr e a s e s  to the wage pack age brought e a rn i ng s  we l l  

a.bove the norm . · G ive n th e s e  c i r cum s t ance s dur i ng a peri od o f  

cooper a t ion , i i:: i s  not d i f f i cul t t o  unde r s ta nd the l arge '\vag e 

i ncre a s e s  i n  the po s t - f r e e z e  per iod when d i s e nch antme n t  wi th 

the po l i cy w a s  be?.comi ng mor e  o.nd more apparent . 

I n  J anuary , 1 9 6 8 ,  Joh n - Cor i na wr ote j n  the London Time s � 

For more than th:1: c e  y e ar s , the Gove r nmen t  h a s  b e e n  
SWamp ed b y  cri s i s F CUlm i n a t i ng i n  deValuat i On o e e o 
Cons equ e ntly i �corne s po l i cy h a s  been blown by the 
v1i nd s  of e�erge ncy - - � rom a vo lunt?ry " po s i t� v e " 
no1.�m carry1. 1 19 e xpe c t 1. o n s  o f  a r e 0. 1  .:1. n c ome s :�. n cr eas e , 
to Nhat i s  tantamoun t to a m andatory f r e e z e  ( albe i t  
,.,i t h  '' exceptions " ) ca rry i ng e xp e c t at i on s  o f  a re a l  



i ncome s d e c r e a s e . The c i r cui tou s route o f  a 
leg a l ly i nvoked " s ever e n r e r:;; tr a i nt and o f  a " ni l u  
norm has l e ad i ncome s po l i cy to the verge o f  
l o s i ng i t s  re s idu a l  vo l un t ary s upport among un i o n s  
and emp loye r s . ( 8 ,  p .  2 3 )  

Mr . Carina imp l i e s th at b e c au s e  of p e r s i s tant cr i ses  vo l un-

tary i ncome s po l i cy has not been given the chan c e  to evo lve 

i n to a po s i tive po l i cy mea sur e . I canno t C<?mp l etely ag r ee 

\·Ti th th i s  prop o s i t i o n . v?.hi le Governme n t  act i o n  i n  r e s p o n s e 

to cr i s i s  d i d  ali ena te the s uppor ter s of the vo lunt ary 

i n come s po l i cy , the s e cri s e s  cannot be reg arded as ext•2 r. na l 

fa c tor s  i nf l uenc i ng i ncome s p o l i cy , but r a ther are an i ndi c u -

t i on tha� i n come s p o l i cy d i d  � o t  achi eve i ts goa l of prevent-

i ng the se c ri s e s . The f i r s t cr i s i s  wa s the spe c u l ative 

att acks o n  the pound i n  mid - 1 9 6 6 . The a t t ack s c ame at a 

t ime whe n  the b a l ance o f  p ayme n t s  po s i ti o n  wa s s ub s tanti a l ly 

improved over the po s i tion at the ons e t  of i ncome s p o l i cy . 

De sp i te the imp:r oveme nt , it  appeared tha t  fur th e r  s tr e ng then-

i r!g· o f  the po s i tion of the pound \'rou ld be s lo,.,r . S i nc e  

i ncome s p o l i cy wo. s imp lement.ed a £; a mean s o f  br i ng i ng th e 

b a l ance o f  po.:yTIGnts i nto equ i J. ibJ.:- :i.um , spe cu l ators vi ewe d the 

succe s s  of inco10e s policy as a key i nd i c ator of th e f uture 

s trength of th e pound . By Apr i l ,  1 9 G 6 , after the po l i cy h ad 

be e n  i n  e f f e c t  for a ful l  y e ar , aver ag e hour ly earni ng s  

( exc luding over time e f f ect s ) were u �  9 : 7 p e r c ent ove r the 

prev ious Apr i l  ( 3 5 , p .  2 1 ) . Income s po l i cy had not , ther e fore , 

s u c ceeded i n  keepi ng d own i ncome s to the proj ected 3 1/2 

p e r ce n t . Thu s i f  

i n come s p o l i cy wa s r eg arded a s  th e key we apon i n  the 



f i ght f6r external s o lve ncy , i t  i s  no t d i f f i cu l t  to 
see a l i nk be t,-Tee n  the apparent f a i lure of th a t  
policy a n d  specul at ive attack on t h e  poun� o ( 2 5 , 
p .  2 8 7 )  
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The s e cond c r i s i s  Mr . Car ina r e f e r s  to i s  � eva l ua t i on . 

I ncome s p o l i cy �as not su cc e s s f u l  i n  preve n ti ng devalua t i o n Q 

S i nce initi a l ly i ncome s p o l i cy 'VJa s  reg arded a s  a pre f e r ab l e  

a l t ernative t o  deva luati on , th e ve r y  f ac t  deva lua t i on 

oc curred i ndi c a te s the lack o f  s uc c A s s of i ncome s po l i cy . 

Voluntary i ncome s po�i cy wa s i n  e f fect f or we l l  ove r a 

y e ar prior to the f ir s t  cr i s i s . I t  app e ar s th a t  dur i n g  th i s  

p e r i o d , �he type o f  i ncome s pol i cy i n s ti tuted � a s  not wo rk -

ab le b e c au s e o f  the s tructur a l  f e a ture s o f  the B r i ti s h  

co l l e ctive barg aining s y s t em and th e lack o f  e f f e c t i ve contr o l  

o f  the centr a l  l abor org ani z a ti on · over i ts con s t i tue n t 

I_nembe r s . 
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