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CHAPTER I

THE NEGLECT OF THEORY

How to achieve evolutionary change at a revolutionary
pace is one possible description of the most pressing pre-
occupation of our time. The spectre which now haunts almost
every country in the world is the fear of being left behind. It
hovers, however, mainly over the closcly inter-locking realms of
science, technology and economics, where advances in know-
ledge and its application demonstrably add to national power
and material progress. Certainly in Britain, when we speak
about the need for change, drastic modernization of our
political and social institutions is less readily contemplated.
Here tradition continues to hold sway and has an easy conquest
over reason; to say that any institution has ‘stood the test of
time’ still remains its best defence.

Our industrial relations institutions are no exception. In the
two decades that have passed since the war left its imprint
upon them, few innovations—and no major ones—have
occurred on the national scene. Adopting a longer perspective,
their underlying principles, if not their precise patterns, were
largely settled in the nineteenth century. Yet, until a few years
ago, the dominant attitude in this country towards our ‘volun-
tary system’, as we like to call it, was one of smug complacency.
It was believed to be a model of maturity, which other coun-
tries envied and would do well to emulate, could they but
muster the same spirit of tolerance to make it work.

While it would be rash to suggest that this attitude has com-
pletely disappeared, there are many signs of its having been
badly shaken. Whether trade union structure is under debate,
or the organization of employers’ associations, or the prospect
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THE NEGLECT OF THEORY

of an incomes policy, or the frequency of unofficial strikes, or
the relaxing of restrictive practices, or the failure of joint con-
sultation to realize the earlier hopes that were placed in it, no
one is any longer disputing that pressing and largely unre-
solved problems abound. More than that, there is a widespread
uneasiness that they are not being resolved because our system
of industrial relations, praised in the past for its adaptability, is
suffering from an excessive institutional rigidity. The actual
texture of relations in industry is being continually transformed
along with their technological and economic background, yet
they remain pressed uncomfortably into the mould of institu-
tions which though outmoded are strongly resistant to reform.

That the machinery creaks and groans, that new strains and
stresses should become more and more manifest is hardly sur-
prising. We are inclined nevertheless to look at each case of
breakdown in isolation from the rest, and to think of it in terms
of temporary repair rather than of radical reconstruction. The
pragmatic approach to industrial relations, so deeply rooted in
our society, inhibits a comprehensive causal analysis of the
growing dissatisfaction with our traditional system as a whole.
Such an analysis can only be undertaken when its leading
features have been understood. But prior to that the very
notion of a system of industrial relations raises difficult points
of definition which cannot be ignored. On the face of things
there is little that appears to be systematic about our arrange-
ments, and one of the tritest observations that can be made
about them is that they do not conform to any standard pattern.

A multitude of trade unions and employers’ associations—
apart from individual firms and public authorities—take part
in collective bargaining, each with its own peculiarities. The
collective agreements they sign display the same variety in
contents and coverage. These in turn are supplemented by a
wide range of unrecorded customs and practices that often
differ from one locality to another within the same industry.
Even the law relating to industrial relations, which one would
expect to be a force for uniformity, reveals a baffling com-
plexity. Finally, it is not enough to look at those institutions
which have evolved outside the firm mainly for the purpose of
regulating labour markets. Industrial relations within reveal
still greater contrasts.

8



THE NEGLECT OF THEORY

In what sense are we entitled then to refer to all these diverse
arrangements as constituting a national system? Is some kind
of unity to be found in such diversity? The notion of a system is,
of course, a theoretical abstraction. We are quite accustomed,
however, to describing economic and political systems in terms
of the fundamental principles underlying the manifold detail
of their operation. It is merely a new thought for most people
that industrial relations can be treated in a similar fashion. The
reason for its novelty lies in the way the subject has been
studied in the past.

“T'o date the study of industrial relations has had little theo-
retical content. At its origins and frequently at its best, it has
been largely historical and descriptive. A number of studies
have used the analysis of economics particularly in treating
wages and related questions, and other studies, particularly of
factory departments, have borrowed the apparatus of anthro-
pology and sociology. Although industrial relations aspires to
be a discipline (it) . . . has lacked any central analytical con-
tent. It has been a crossroads where a number of disciplines
have met—history, economics, government, sociology, psy-
chology, and law.’?

This is not the place to embark on a lengthy exposition of
the case for treating industrial relations as an intellectual
discipline in its own right. Even if the subject is regarded as no
more than a field of study to be cultivated with the well-tried
methods of other disciplines, its development must depend on
the mutual support of theory and research. At its simplest,
theory is needed to pose the right questions and research to
provide the right answers, granted that a constant inter-play
has to take place between the two. An indiscriminate accumu-
lation of facts leads not to conclusions but to confusions. Some
framework of theoretical analysis, however rudimentary and
provisional, is always needed to order one’s inquiry and to
arrive at general propositions.

The drawback of relying on the theory of any one of the
several disciplines that have impinged on industrial relations
is that it was never intended to offer an integrated view of the
whole complex of institutions in this field. Theoretically speak-
ing, these disciplines tear the subject apart by concentrating

1 John T. Dunlop, Industrial Relations Systems, Holt, New York, 1958, p. 6.
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THE NEGLECT OF THEORY

attention on some of its aspects to the exclusion or comparative
neglect of others. And a partial view of anything, accurate as it
may be within its limits, must of necessity be a distorted one.
Hence the significance of the notion of a system of industrial
relations which expresses the subject’s inherent unity.

But to make any sense of the notion the first question to be
answered is: system of what? Economics deals with a system
of markets, politics with a system of government. What is the
substance of a system of industrial relations? Nothing could be
more revealing of the past neglect of the subject’s theory than
one simple fact. Not until recently has it been explicitly stated
that a system of industrial relations is a system of rules.? These
rules appear in different guises: in legislation and in statutory
orders; in trade union regulations; in collective agrecments
and in arbitration awards; in social conventions; in mana-
gerial decisions; and in accepted ‘custom and practice’. This
list is by no means exhaustive, but ‘rules’ is the only generic
description that can be given to these various instruments of
regulation. In other words, the subject deals with certain
regulated or institutionalized relationships in industry. Per-
sonal, or in the language of sociology ‘unstructured’, relation-
ships have their importance for management and workers, but
they lie outside the scope of a system of industrial relations.

Given this starting point, the next step is to distinguish which
rules or which regulated relationships are to be included.
Unfortunately the subject has inherited a misleading title. Not
all the relationships associated with the organization of in-
dustry are relevant. No one takes it to include, for instance, the
cartel agreements among firms, or their trade associations, or
the relations which they have with their customers or the
community at large. The only aspect of business enterprise
with which industrial relations is concerned is the employment
aspect; the relations between the enterprise and its employees
and among those employees themselves. One way of identi-
fying these relationships is to place them in their legal setting.
They are all either expressed in or arise out of contracts of
employment (or service), which represent, in common speech,
jobs. The study of industrial relations may therefore be de-
scribed as a study of the institutions of job regulation.

1 0p. cit., pp. 13-16.
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CHAPTER 2

ANALYSIS OF JOB REGULATION

The rules in question, like all rules, are of two kinds. They
are either procedural or substantive. We can observe this
distinction in the clauses of collective agreements, which are
mainly composed of a body of rules. The procedural clauses of
these agreements deal with such matters as the methods to be
used and the stages to be followed in the settlement of disputes,
or perhaps the facilities and standing to be accorded to repre-
sentatives of parties to the agreement. Their substantive
clauses, on the other hand, refer to rates of wages and working
hours or to other job terms and conditions in the segment of
employment covered by agreement. The first kind of rules
regulate the behaviour of parties to the collective agreements—
trade unions and employers or their associations, and those
who act on their behalf; whereas the second kind regulate the
behaviour of employees and employers as parties to individual
contracts of employment. In short, it is the substantive rules of
collective bargaining that regulate jobs. Since, however, the
procedural rules of collective bargaining regulate the making,
interpretation and enforcement of its substantive rules, they
provide this particular institution of job regulation with its
form and constitution.

To take this distinction a little further, one of the effects of
rules is to establish rights and obligations, which together
define status. Generally, the procedural rules of industrial
relations can be said to settle the status of any of the parties
participating in job regulation, whether this be through col-
lective bargaining or by other methods. Similarly, the sub-
stantive rules of industrial relations, by attaching various
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ANALYSIS OF JOB REGULATION

rights and obligations to jobs, settle their status, regardless
normally of the individuals who occupy them.! They fix, as
we say, ‘a rate for the job’, but, of course, many other standard
terms and conditions of employment as well.

These two different kinds of rules regulate different sets of
relationships. Those regulated by procedural rules have some-
times been called collective relations, since they involve repre-
sentative organizations. Collective relations are not confined,
however, to trade unions and employers’ associations. The state
and society participate in them; so do managements and work
groups. What such collective relations have in common is their
not being an end in themselves; they are constituted as a
means of regulating the basic relationships in industry in which
employees are placed by virtue of their jobs.

What is the nature of those relationships covered by the
substantive rules of industrial relations? They are partly but
not wholly economic in character. In its economic aspect the
contract of employment represents a transaction in a labour
market, a2 bargain between a buyer and seller of labour. At
its simplest the employer agrees to pay the employee so many
pounds in wages for so many hours of work, but, as we know,
the transaction is usually much more complicated than this.
Payment may be made by results, instead of by time, or there
may be a mixture of the two. Apart from fixing the normal
working week, the contract may have something to say about
overtime and holidays and many other matters relating either
to remuneration or to the work that is to be undertaken in
exchange for it. Whatever its precise terms, and whether they
are expressly stated or implied, the contract is always, in its
economic substance as distinct from its legal form, a wage-
work bargain.

Bargaining, however, is only one of the two characteristic
processes of every market, including the labour market.2 The

1 Occasionally agreements attach ‘personal’ rates to individuals which
disappear with their relinquishing of the job. This device is usually employed
to facilitate the transition to a more ordered wage structure.

2 See, R. M. Maciver and C. H. Page, Society—An Introductory Analysis,
Macmillan, 1953, p. 474. The authors suggest that the economic method
‘rests on two premises, competition and bargaining. Competition is the
simultaneous offer of like or of alternative economic services to the same
potential purchaser. Bargaining is the process by which the antithetical
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ANALYSIS OF JOB REGULATION

other is competition, and both may be made the subject of
regulation.! While the rules directly regulating bargaining
settle standard prices for labour, those regulating competition
restrict the demand for it or the supply. The latter, for example,
may circumscribe the employer’s discretion as to whom he may
employ by limiting the number of learners or apprentices, or
by distinguishing between men’s and women’s work, or by
imposing union membership requirements, and so on. These
market relations between employers and employees include oppor-
tunities to enter into contracts in addition to the terms on which
they are concluded.

But once there is a contract the employee on the job enters
another set of relationships. He has agreed to obey certain
instructions with respect to his work, to submit to some kind
of discipline. If he is a supervisor or occupies some higher post
in management, he may also be entitled to give instructions to
others, but only within the limits set by a superior level of
authority until the summit of the managerial hierarchy is
reached. The complexity of these relationships depends on the
scale and technology of the enterprise, but every business
enterprise has, in Peter Drucker’s words ‘an internal order
based on authority and subordination, that is, on power
relationships’.2 In the broadest sense of the word these rela-
tionships are political, not economic. We may refer to them as
managerial relations because they arise out of the organization of
management, which has the task of governing the enterprise in
order to further its objectives.

The rules regulating managerial relations in effect regulate
the work behaviour of employees. But we now recognize that
their behaviour on the job is not only controlled by manage-
ment. This formal organization of a business enterprise is
supplemented and complemented by an informal organization
created by the employees themselves (managerial as well as
interests of supply and demand, of buyer and seller, are finally adjusted.
... The two ..., though often confused, are entirely distinct. Competitors
do not need one another—they seek to oust one another. Bargainers offer
complementary not competitive services. Each stands to gain from the
transaction, because each wants what the other offers’.

1As the two processes are interdependent, competition is indirectly

affected by the regulation of bargaining and vice versa.
2 Peter Drucker, The New Society, Heinemann, 1951, p. 27.
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ANALYSIS OF JOB REGULATION

non-managerial) to meet their own social needs at work. The
basic unit of this organization is the work group and its most
familiar, though by no means universal, expression on the shop
floor is regulation of output.!

The important point about this third set of relationships is
not so much their informality, which is incidental, but their
purpose. Whatever form they take, they are always maintained
by employees to serve their own ends rather than the ends of
the enterprise.2 For this reason they have been called human
relations, although the term is open to considerable misunder-
standing. They are not unstructured personal relations, but
organized group relations, and thus essentially social in charac-
ter; the equivalent within the enterprise of voluntary associa-
tions in society at large.

To sum up with another phrase of Drucker’s, a business
enterprise has ‘a triple personality’; it is at once an economic,
a political and a social institution. In the first of these per-
sonalities it produces and distributes incomes by operating
within a nexus of factor and product markets. In the second it
embodies a system of government in which managers collec-
tively exercise authority over the managed, but are also them-
selves involved in an intricate pattern of political relationships,
Its third personality is revealed in the ‘plant community’3
which evolves from below out of face-to-face relations based on
shared interests, sentiments, beliefs and values among various
groups of employees.*

1T, Lupton’s study of two workshop situations (On The Shop Floor,
Pergamon Press, 1963) showed that in one (the Wye Garment Company)
the workers’ social groups had no behavioural norms relating to output and
earnings.

2 This implies the possibility of conflict between these ends, but not its
necessity. Managerial employees, because of the identification of their
career interests with the success of the enterprise, may use their informal
organization to counteract the shortcomings of its formal organization.

3 As Drucker explains: ‘Its existence does not rest on the needs and pur-
poses of the enterprise but on the needs and purposes of the members as
human beings. Management can neither make the plant community nor
abolish it; it is spontancous and irrepressible in every enterprise.” Op. cit.,
p- 263.

4 Although the primary unit of organization within the plant community
is often described as a ‘work group’ this is a complex phenomenon.
Leonard R. Sayles (in Behaviour of Industrial Work Groups, Wiley, 1958,
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ANALYSIS OF JOB REGULATION

His job therefore places every employee in each of these
three sets of relationships either with the enterprise (as a cor-
porate entity) or with his fellow employees. They are all
subject to regulation by the substantive rules of industrial
relations. So too—and this fourth category must not be left out
of account—is his relationship to the physical environment in
which he works, such rules being designed in the main to
protect his safety, health and welfare.

Having surveyed the various types of relationship covered
by the subject, we may return to the notion of a system of
industrial relations. More precisely, there is not a single sys-
tem, but a complex of systems within systems. Every business
enterprise is itself a social system of production and distribu-
tion. It has a structured pattern of relationships which have a
permanence and a distinct identity, irrespective of the individual
personalities involved. Some of the institutions of job regulation
are an integral part of this system; they are, as it were, the
domestic industrial relations of the enterprise. A code of
disciplinary works’ rules, a factory wage structure, an internal
procedure for joint consultation or for dealing with grievances,
are possible examples. There are other institutions, however,
that clearly belong to the external environment in which the
enterprise is placed. These limit the freedom of the enterprise
and its members in their own rule-making activities. The pro-
visions of protective labour legislation, the rules of trade
unions or employers’ associations, the regulative contents of the
agreements between them, fall into this category. This suggests
a distinction between what may be called internal and external
job regulation.

The essence of this distinction, which is of profound analytical
importance, does not lie in whether the rules are peculiar to
one business enterprise or have a wider coverage. The decisive
question is whether they can be changed without the consent
of an external authority; whether they are settled autono-
mously by the enterprise and its members. Rules embodied
in works agreements with trade unions, for example, cannot
be included under internal regulation. A trade union is an
external organization with respect to a business enterprise. It
Pp- 144~61) distinguishes ‘friendship cliques, work teams and pressure or
interest groups’ with overlapping memberships.

15



ANALYSIS OF JOB REGULATION

is not part of its social system, but a separate social system,
though the memberships of the two overlap.

Shop stewards, or other union representatives who are also
employees of a business enterprise, usually straddle both
systems. This, in itself, is a very illuminating aspect of their
role. As spokesmen of work groups in the enterprise, they may
participate in the making of internal rules either separately or
jointly with management. As representatives of their union
they have a responsibility for enforcing its rules or the agree-
ments that it has entered into with employers. Only rules which
stewards are able to make or amend on behalf of their con-
stituents without seeking the approval of external union
authorities can be counted as belonging to systems of internal
job regulation.

The significance of the distinction between external and
internal job regulation is, perhaps, best appreciated when we
compare the different reasons for their growth. Historically,
the leading theme in the evolution of external job regulation
has been the social need of employees, especially manual
workers, for protection against the devastating and degrading
effects of unregulated labour markets. With the rise of laissez
Jaire capitalism destroying or weakening the statutory or cus-
tomary defences of trades, and creating new classes of manu-
facturing operatives with little or no protection at all, new
external rules which would qualify the freedom of employers
were required to fix minimum or standard rates of pay, to
limit working hours, and to reduce the worst physical hazards
of industrial employment. The main driving force in building
up these restraints on employers naturally came from the
employees’ own organizations, their trade unions.! Neverthe-
less employers were also interested in curbing ‘cut-throat’ wage
competition among themselves; and the state increasingly
stepped in either to support private regulation or, where that
was lacking, to offer some minimum of protection itself.

Trade unions, it is true, grew out of ‘the customary practices

1Sidney and Beatrice Webb summed up the ‘fundamental object’ of
trade unionism as ‘the deliberate regulation of the conditions of employ-
ment in such a way as to ward off from the manual-working producers the
evil effects of industrial competition’. (Industrial Democracy, Longmans,
1902 ed.,, p. 80%.)
16



ANALYSIS OF JOB REGULATION

and social habits of wage earners at their work long before
formal organizations appeared among them’.! Union organiza-
tion often served to strengthen or to re-enforce processes of
regulation that were never completely eliminated. Internal
job regulation however, as practised by work groups or shop
clubs, was never a sufficient answer to the market forces
that threatened the workers’ livelihood and status. These
forces could in the nature of things only be controlled exter-
nally, so external regulation became the unions’ main concern.
Moreover, with labour and product markets expanding as a
result of improvements in transport and communication, the
coverage of the rules of external regulation had similarly to be
extended if they were to offer effective protection. Accordingly
the structures of trade unions and of collective bargaining were
progressively adapted to make this possible.

But it was not only the effects of unbridled competition in
labour markets which furthered the development of external
job regulation. Society was interested in keeping conflict be-
tween unions and employers within reasonable bounds, and so
were the parties themselves. While substantive rules were
applied to market relations, procedural rules were made to
govern collective relations with a view to facilitating the peace-
ful settlement of disputes. In both respects there was a need
for order which could only be met by the acceptance of rules.
Later, to the extent that other than market relations alsobecame
issues of group conflict—treatment on the job for example—
some external rules of a substantive character appeared within
the system to regulate managements as well as markets.?

The development of systems of internal job regulation, in
contrast, has been pushed forward by different forces to answer
different needs. Here the principal drive has come from

1 William M. Leiserson, American Trade Union Democracy, Columbia U.P.,
1959, p- 17.

2 Neil W. Chamberlain has argued that it is possible to reduce the many
theories of the nature of collective bargaining to three: ‘(1) a means of
contracting for the sale of labour, (2) a form of industrial government, and
(3) a method of management’; and that, to some extent, they represent
different phases of its historical development. (See Ch. 6 and 7 in Collective
Bargaining, McGraw Hill, 1951.) His marketing, governmental and
managerial theories would appear to correspond with the above statement
of the stages in the evolution of external job regulation.
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ANALYSIS OF JOB REGULATION

managements seeking to bring the work behaviour of employees
under greater control. As might be expected, the factors that
have contributed to the production of claborate and complex
systems of rules within business enterprises (in order to regulate
work directly or through the rewards attached to it) are
associated with the changing character of those enterprises.
If any one factor had to be selected as being of decisive im-
portance it would be their size, but this cannot be separated
from several others. With increases in the scale of organization
came the separation of management from the ownership of
capital and the change from a personal to a bureaucratic type
of administration. This demanded an impersonal rationality
and equality of treatment in the running of business that had
to be expressed in the application of rules. The fragmentation
of work into many separate operations, the specialization of
knowledge and skill required for industrial purposes, the con-
sequent problems of co-ordination, by complicating the mana-
gerial function also made an augmented body of rules the only
alternative to chaos. At the same time in the realm of ideas, the
movement for ‘scientific management’, started by Frederick
Winslow Taylor, resulted in new techniques intended to submit
work to greater technical regulation and measurement, often
allied with new incentive wage systems.

This did not mean, as has already been shown, that the rules
made by management necessarily replaced those made by the
employees themselves. The same forces that were promoting a
greater regulation of managerial relations were having a
similar effect on human relations, if only because the informal
organization of an enterprise is, to a large extent, a response
to its formal organization. A simple example to illustrate the
point would be the introduction of an incentive wage system
by management, based on rules which relate pay to work
measurement. In so far as this results in a spread of earnings
which the workers consider to be unfair, they are induced to
construct further rules of their own to regulate what individuals
are entitled to earn.

These brief references to large and intricate historical pro-
cesses may suffice to indicate why external should not be con-
fused with internal job regulation. In practice, of course, the
borderline between the two may sometimes be very difficult to

18



ANALYSIS OF JOB REGULATION

determine. It is a moving frontier with rules passing out of the
one realm into the other. Furthermore, the de facto autonomy
of a business enterprise and its employees in their rule-making
activities may not be identical with the scope of their autonomy
de jure. The distinction is ultimately one between systems.
Invariably, when we speak about national systems of industrial
relations, it is the procedural and substantive rules of external
job regulation that we have in mind. In any country, enterprise
systems of internal job regulation evolve or are constituted
within the broad limits which its particular national system
scts. Obviously, the more permissive the national system, the
greater the freedom of management and workers in each
enterprise to follow their own preferences in regulating any
of the relationships in which they are involved.

Not that national systems of external regulation are neces-
sarily homogencous. Their procedural and substantive rules
are likely to vary from industry to industry or from place to
place. In so far as these rules are derived from collective
bargaining, the diverse technological, market, power and
cultural contexts of the separate bargaining units are bound to
produce many contrasts in their contents. And even where
external rules are to be found in legislation and statutory
orders, it does not follow that they are national and all-embrac-
ing in their application; they may be restricted to particular
industries or categories of employees. What is it, then, that
knits all the rules of external regulation together into a sys-
tematic whole? Why is there an identifiable national system?

The answer is no different for industrial relations than for
economics, or politics, or the law. There are national systems
of each because the nation itself is an entity. The unity in this
diversity is to be found in certain underlying principles, ex-
pressing value judgements, which are broadly accepted through-
out the nation. The general legal framework of external job
regulation is one manifestation of such principles, but so is the
administrative role of government and the attitudes which the
representative organizations in industry adopt in their dealings
with each other and with the government. Without some ele-
ments of a common ideology or a number of ‘shared under-
standings’? the system would lose its coherence and stability.

1 See Dunlop, op. cit., pp. 16-18.
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ANALYSIS OF JOB REGULATION

Once serious conflict arises at this level, the system must change
or be disrupted by it.

Our own national system of industrial relations appears to
be anything than systematic. It was never deliberately planned ;
nor has theory had any noticeable influence on its design.
Instead it has emerged in a piecemeal and seemingly haphazard
fashion over a century of history, with much of its past still
reflected in the present. As a system one should nevertheless be
able to describe it as a unity. This may be done in terms of
certain normative principles that have governed its working
throughout. What are those principles?

20



CHAPTER 3

PRINCIPLES OF OUR TRADITIONAL
SYSTEM

The first leading principle is one that our traditional system
shares with many other national systems of advanced
industrial countries which are plural societies. A4 priority is
accorded to collective bargaining over other methods of external job
regulation. Despite its somewhat misleading title, which we owe
to the Webbs, collective bargaining is essentially a rule-
making process.! It could more appropriately be called joint
regulation ; since its distinctive fcature is that trade unions and
employers or their associations act as joint authors of rules
made to regulate employment contracts and, incidentally,
their own relations. They may sometimes use third-party
assistance in the form of conciliation, mediation, arbitration
and public inquiry, but it serves only as an auxiliary aid to
reach their own agreements, for whose contents and observance
they are equally responsible.

Theoretically one can distinguish five other methods of
external job regulation, according to the parties participating
in the authorship of its substantive rules. Trade unions may
engage in it unilaterally by binding their members to observe

1 For the Webbs collective bargaining was simply the collective equiva-
lent of individual bargaining, but they were not comparing like with like.
Individual bargaining is a market or economic process. Collective bar-
gaining, involving as it does the use of power as well as the making of rules,
is really a political process. It can therefore only be compared, as above,
with the other political, rule-making processes of industrial relations. It
regulates, rather than replaces, individual bargaining.

21
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PRINCIPLES OF OUR

working rules which the ‘other side’ has had no say in making.
Employers’ associations may similarly impose regulations on
the firms that belong to them. There is also a form of tripartite
regulation, of which our Wages Councils are an example, in
which three parties are involved: independents or public
representatives as well as unions and employers. The fourth
and fifth alternative methods to collective bargaining are
state and social regulation—the one by statute or common law
and the other by custom and convention. In these methods
industrial associations do not carry any direct responsibility for
the rules.! State regulation, in this sense, is not synonymous
with legal regulation, which is a broader concept; collective
agreements, for example, may be legally enforced. The
methods are classified not by the nature of the sanctions avail-
able for the enforcement of the rules, but by the parties actually
responsible for their authorship. In practice the methods easily
shade into each other at the margins: definitions always
produce their frontier disputes.

In Britain, as elsewhere, the origins of collective bargaining
are to be found in other methods of job regulation; it did not
rise like a phoenix out of the ashes of individual bargaining.
Where it did not evolve out of internal job regulation, it
usually came to be preferred to social regulation or to unilateral
regulation by unions or employers. Social regulation was far
too inflexible to suit 2 dynamic industrial society, and the two
types of unilateral regulation had other disadvantages. They
frequently led to conflict which they could not resolve, or
lacked effectiveness without some support from the ‘other side’.
Unilateral regulation by unions still retains a marginal sig-
nificance in our system, but it is mainly undertaken in defence
of craft practices such as job demarcation.2 Moreover, the tacit
acceptance of these rules by employers over a long period
makes them difficult to distinguish from the terms of unwritten

1In the case of state regulation they may be consulted by the govern-
ment and affect the content of the rules as political pressure groups, but the
responsibility for authorship rests with the government.

% This is not to be confused with unilateral regulation by union members
in the workplace which belongs to enterprise systems of internal job regu-
lation. This may extend over many other subjects and workers other than
craftsmen,
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collective agreements. State and tripartite regulation, on the
other hand, have been employed principally to cover those
arcas of employment where organization was inadequate to
sustain voluntary collective bargaining. That they are regarded
as inferior substitutes is best shown by two facts: they only
establish minimum standards which can be improved upon by
negotiated agreements; and they normally include built-in
safeguards against their replacing such agreements.?

Where the British differs from most national systems dis-
playing a similar preference for collective bargaining can be
expressed in a simple factual statement, whose explanation
leads to the formulation of the second leading principle. It
has provided little work for lawyers. We take it so much for
granted that industrial disputes will hardly ever find their way
into the Courts, or that collective agreements need not be
drafted with the precision demanded of legal documents, that
we rarely give a thought to the reasons for our easy avoidance
of litigation. There are two complementary halves to the
explanation. Collective bargaining has been made the subject
of little legal regulation, but it has also been afforded little
legal support. And, by and large, the second condition has
been readily accepted in order not to prejudice the first. It has
been realized that greater legal support would almost certainly
bring greater legal regulation in its train, in the manner that
the Taft-Hartley Act followed the Wagner Act in the United
States.

There are various possibilities of legally supporting collec-
tive bargaining, depending on the three conditions that have
to be fulfilled for this method of external job regulation to
exist as a viable institution. First, the parties must attain a
sufficient degree of organization.? Second, they must be ready
to enter into agreements with each other—a condition known
as ‘mutual recognition’. Third, their agreements must generally
be observed by those to whom they apply. Sanctions are
required to uphold each of these conditions. Consequently,

1 For examples of these safeguards see the provisions of Section 3 of the
Wages Council Act, 1959.

2 The organization of employees is an indispensable condition. Whether
employers need to be organized is a condition contingent on the structure
of the industry and on the viability of plant agreements.
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where private sanctions are lacking or not strong enough for the
purpose, the state can promote the growth of collective bar-
gaining by making legal sanctions available to replace or to
re-enforce them.

One need not go outside the British Commonwealth to find
examples of countries where one or more of these conditions
have been enforced by law.! British law, by comparison,
occupies a position of neutrality on the first and second of the
conditions. In the legal sense neither union membership nor
union recognition are compulsory in any circumstances. The
standing of collective agreements is a more complicated ques-
tion. In general they are assumed to have no force in law,
though rejection of legal support for their observance has not
been treated as a matter of principle. Occasionally it has been
made available under special legislation, when the parties
wanted it and their case was strong enough.? Furthermore, we
now retain compulsory arbitration under permanent legisla-
tion to make some of the terms of voluntary agreements binding
on employers who were not a party to them, but only in a
selective and temporary fashion.?

Our deep-seated reluctance to turn to the law for aid in
maintaining an institution rated so highly as to be looked upon
virtually as a social necessity is only explicable in terms of fear
or dislike of other possible consequences. To some extent at
least, legal regulation of collective bargaining is an inescapable
outcome of its legal support. Once collective agreements, for
example, obtain the force of law, disputes over their application
or interpretation acquire a legal character and can be referred
to the Courts. Hence the special institution of Labour Courts
in many countries where they have this standing. Moreover,

1 In New Zealand union membership is legally enforced and in Canada
union recognition by employers. In Ceylon and in other countries collec-
tive agreements are given the force of law.

2 The Coal Mines (Minimum Wage) Act, 1912 and the Cotton Manu-
facturing Industry (Temporary Provisions) Act, 1934 were examples of
legislation permitting the legal enforcement of substantive wage agreements.
On one occasion, under the Railways Act, 1921, a procedural agreement
was given statutory effect until it was replaced by revised voluntary
arrangements in 1935.

2 Under the ‘claims’ procedure in Section 8 of the Terms and Conditions
of Employment Act, 1g95g.
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once the state has permanently accepted the responsibility for
upholding any of the above conditions, it is difficult to resist
its intervention to safeguard any public interest that the bar-
gaining parties are thought to be infringing. Their autonomy
is that much less secure. Thus the normative principle which
underpins the broad policy of legal non-intervention is really
a preference for autonomy in collective bargaining, a principle
best formulated by introducing a distinction between the two
types of procedural rules that may govern its working.

The procedure of collective bargaining may, in fact, be
regulated cither by the rules which the parties make themselves
or by rules that they are forced to observe by the state under
statute or common law. The terms conventionally used to
describe this distinction are ‘voluntary’ and ‘compulsory’.? We
distinguish between voluntary and compulsory arbitration, for
example, according to whether the use of this method in
settling a dispute lies wholly within the joint discretion of the
parties or may be decided by the government, possibly at the
request of one of the parties, but in any case without their
mutual consent. The British system of industrial relations has
traditionally accorded a priority to voluntary over compulsory procedural
rules for collective bargaining.

This principle, which the main Whitley Report euphemisti-
cally described as ‘industrial self-government’, has also been
referred to, more critically, as ‘collective laissez-faire’. It is
firmly rooted not only in the law relating to the government’s
powers in settling disputes, but also in the daily administration
of the Ministry of Labour. It has as its corollary the mini-
mization of third-party intervention—of any kind—in the
conduct of collective bargaining. In the words of the Ministry’s
Industrial Relations Handbook :

‘It has been continuous policy for many years to encourage
the two sides of industry to make agreements and to settle
their differences for themselves, and no action . . . is normally
taken by the Minister or his officials unless any negotiating

1 Strictly there are no voluntary rules if by that is meant that an individual
is free to disregard them with impunity. All rules need to be upheld by sanc-
tions or they cease to be rules. Voluntary here means the absence of legal
compulsion, though the parties may have powerful sanctions of their own
to enforce their autonomous rules.
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machinery suitable for dealing with disputes has been fully used
and has failed to effect a settlement. The overriding principle is
that where there is a procedure drawn up by an industry for
dealing with disputes, that procedure should be followed. Even
where there is no agreed procedure of this kind it is desirable
that the parties themselves should make an endeavour toreach a
settlement. In either case some evidence of the use of procedure
or of an attempt to reach agreement must generally be forth-
coming before the Ministry will accede to a formal request for
its assistance.’?

Every country has in the last resort to protect its economy
against large-scale disruption. It could be argued, then, that
the absence for so long of more than minor legal restrictions on
the right to strike and to lock-out?>—other than during the
years when temporary wartime orders were in force—has only
been socially tolerable because the voluntary restrictions were
reasonably effective. There is, of course, a certain amount of
law appertaining to the actual conduct of industrial warfare, on
picketing and intimidation, but no legal limits have been set to
the extent of aggressive action on both sides. Nor are there in
Britain, as in some countries, any enforced ‘cooling off” periods.
The harmful effects of settling industrial disputes by a trial of
strength have been kept within acceptable bounds because
written or unwritten procedural rules made adequate provision
for their peaceful settlement and were generally observed.

This takes us to the third leading principle of the British
system which, though equally unique, is not as easily recog-
nized as the second. Again it can be formulated by stating a
priority in the choice of rules. The parties to collective bargaining in
this country have generally preferred to build their relations more on
their procedural than on their substantive rules.

‘Compare the way collective bargaining is organized in a
large section of the British economy with the methods used
elsewhere. Here all the emphasis is on institutions such as joint
ndustrial councils and the like, on the machinery, its consti-

11961 ed., pp. 134-5.
2 In certain circumstances striking in breach of contract is a criminal offence
for merchant seamen; for employees in the public utility industries of gas,

water and electricity; and for any workers whose action causes danger to
life or valuable property.
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tution, above all its procedure. The substantive rules about
wages, hours and other conditions are not, as they are in many
foreign countries, built up as a series of systematically arranged
written contracts between employers and unions. They appear
as occasional decisions emanating from permanent boards on
which both sides are represented and sometimes they are
informal understandings, ‘trade practices’ never reduced to
writing. A very firm procedural framework for a very flexible
corpus of substantive rules, rather than a code laid down for
a fixed time—such is the institutional aspect of much collective
bargaining in this country.’?

At the risk of over-simplification, collective bargaining can
be said to have two contrasting national modes of evolution,
depending upon how the crucial condition of mutual recogni-
tion between the parties is fulfilled. Recognition may be based
in the first instance on nothing more than participation in an
agreed procedure for settling certain disputes between them and
those whom they represent. When they begin to charter their
relations in this way some substantive rules regulating wages
and other conditions of employment are likely to be observed
already; perhaps as custom, perhaps unilaterally determined
by unions or employers. When disputes arise these rules may
need to be revised or amplified and to be made the subject of
formal written agreements. The alternative is to base recogni-
tion from the start on a specific code of substantive rules. But
this has to be interpreted, enforced and from time to time
altered, so it becomes expedient to regulate these processes by
some kind of procedural agreement. As mature collective
bargaining requires the making of both procedural and sub-
stantive rules, it might not seem to matter whether the first or
the second mode of evolution was followed. Nevertheless the
difference in empbhasis is quite decisive. It reveals a preference
that persists and has far-reaching consequences for the conduct
of collective bargaining.

The reason for this is obvious enough when one considers the
difference in the function of procedural and substantive rules.
Procedural rules are intended to regulate conflict between the
parties to collective bargaining. When their importance is

1 0. Kahn-Freund, ‘Labour Law’ in Law and Opinion in England in the
20th Century, Stevens, 1959, pp. 262-3.
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emphasized a premium is being placed on industrial peace and
less regard is being paid to the terms on which it may be
obtained. Substantive rules settle the rights and obligations
attached to jobs. Stressing their importance suggests that the
main object is to achieve a precise regulation of employment
contracts so as to avoid discrimination or uncertainty, even at
the cost of increasing the risks of conflict. A comparison of the
histories of collective bargaining in Great Britain and the
United States, which illustrate the two different modes of its
evolution, brings out the social influences which have caused
the parties broadly to adopt different preferences in these
countries.

Many features of collective bargaining in the British system
are causally related to this third principle. The prevalence of
‘open-ended’ agreements, which run for no stated period and
are only revised when either side presses for a revision, is one
example.! The readiness to leave undisturbed a wide range of
accepted but uncodified working practices is another. Most
important, perhaps, is our lack of concern for the distinction
between conflicts of interest and conflicts of right,2 which is
fundamental in European labour law, or betwecn negotiation
and grievance procedure as in the United States. So long as the
agreed disputes procedure is followed through its various
stages, we are not particularly interested in whether new sub-
stantive rules are being made or old ones applied; the main
thing is to find an acceptable and, if possible, a durable com-

promise by means of direct negotiation between representatives
of the two sides.

1In recent years the spread of long-term (three or two years) agree-
ments has modified this earlier practice.

2 Conflicts of interest are disputes over changes in the existing provisions
of collective agreements, while conflicts of right are about the application,
interpretation or observance of these provisions. The latter become justi-
ciable disputes when collective agreements are made legally binding; a
reason for clearly separating them from the former.
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CHAPTER 4

ITS STRUCTURE AND VALUES

The three normative principles of our traditional system
have been stated. Together, for the best part of a century,
they have made a particular type of collective bargaining—
one that is subject to little legal intervention and tends to lean
heavily on its procedural rules—the centrepiece and most
characteristic feature of the system. But the principles alone
have endured. In many other respects, of course, the system
has been far from static. Apart from the increasing area of
employment covered by collective bargaining and the exten-
sion of its subject matter, there have been important changes
in structure. Foremost among these has been the displacement
of district by national or industry-wide negotiations, a trend
already existing but greatly accelerated by the First World War
and taken further by the Second. One would have to delve
deeply into history for an exhaustive examination of the causes
of this structural trend, but it can be shown that the principles
of the system favoured it.

In the first place it should be noted that the creation of
national procedures for the settlement of disputes almost in-
variably preceded the conclusion of national agreements on
substantive matters such as wages. The former, however, were
welcomed by the parties in order to preserve their bargaining
autonomy and to minimize outside intervention in their dis-
putes. At the same time lack of legal support for their agree-
ments forced them to rely on mutual accommodation and
assistance to prevent their own extremists from wrecking their
joint institutions. When the only sanctions available to ensure
the observance of collective agreements were those that trade

29



ITS STRUCTURE AND VALUES

unions and employers’ associations could bring to bear on their
members, each side acquired a vested interest in the compre-
hensiveness and strength of the other’s organization.

Thus a condition best described as industrial autonomy has
been the practical outcome of the system’s evolution. Power to
negotiate passed progressively from the branches and districts
to the national headquarters of trade unions or their industrial
federations, with national employers’ associations gaining a
corresponding authority. This placed both sides in a stronger
position to prevent their freedom being impaired either by the
state or by their own central organizations, the Trades Union
Congress and the British Employers’ Confederation. Central
to the argument of this essay, however, is the thesis that the
principles of any national system of industrial relations—and
therefore their institutional consequences—are derived from the
values by which the nation judges and legitimizes the system’s
working and results. The main values supporting the principles
of our traditional system have been those of economic freedom
and industrial peace.

The moral defence of the voluntary character of our system
has always been conducted in the name of freedom. In spite of
some mutual inconsistencies, its basic elements of freedom of
contract, freedom of association, freedom to strike (and to
lock out) and, above all, free collective bargaining, have been
the ultimate rationale for rejecting outside, notably govern-
ment, intervention in industrial relations. Trade unions may
only have flourished at the expense of extreme versions of
laissez faire, but they sought for workers a collective freedom
that was not at variance with the prevailing ethos. If indivi-
duals should be free to pursue their own economic interests as
they thought best, it followed that they should also be free to
combine when they thought that combination would best
advance their interests. Employers in responding to union
pressures claimed the same freedom, and together they joined
forces in preserving their autonomy from encroachment. But
in this they were not swimming against the general tide of
political and social opinion. Governments were extremely re-
luctant—in times of peace—to accept any responsibility for
fixing wages, and the public did not urge them to.

Freedom alone, however, could lead to a battle of interests
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that might threaten the stability of the system. The second
value that justified its results was peace, which was taken to be
the measure of good industrial relations. The general public
asked little more of the relations between unions and employers
than that they should be unobtrusive; that the machinery of
collective bargaining, like any other machinery, should func-
tion with a minimum of friction. What the machinery turned
out by way of end product—the actual contents of collective
agreements—was of no concern to anyone but the actual
negotiators and their constituents. Consequently the govern-
ment’s role was largely confined to that of peacemaker, which
naturally included the fostering of voluntary arrangements.
That it should also act as pacemaker was categorically rejected
on all sides. Its job was to hold the ring, to see that the rules of
the contest were respected, but otherwise to leave the contes-
tants to fight, or rather to argue, it out.

In the one really prolonged period of severe strife in British
industrial relations from 1g1o to 1926—though it was inter-
rupted by the special circumstances of the war years—criticism
of the system did develop to the point of producing a great
ferment of new ideas for its reconstruction. By then, however,
its institutional freedoms were sufficiently well-entrenched to
withstand being seriously called into question. Even so, it is
arguable that radical changes might not have been avoided
but for the aftermath of the 1926 national strike, when for
several decades the working days that we lost on stoppages were
among the lowest for any free industrial country in the world.

There is no doubt that from the standpoint of industrial
peace, our traditional system could claim to have outstanding
merits. Compared with many other national systems it yielded
two great practical advantages that endeared it as much to the
unions and the employers as to the general public. They may
be described as the advantages of flexibility and responsi-
bility. As the rules regulating their relations, whether pro-
cedural or substantive, had not to be drawn up with the rigour
and exactitude of legislation, the parties could leave themselves
much greater freedom to adjust the application of the rules to
the circumstances of individual cases, guided by the spirit of
their intentions rather than by the letter of their agreements.
Equally, since they both made and enforced the rules with
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little or no outside intervention, the responsibility for the out-
come was clearly theirs, and theirs alone. By permitting
flexibility and encouraging responsibility the syst»m favoured
the peaceful settlement of industrial disputes. It induced a
greater readiness to compromise and to stand by whatever
compromise was reached.

Peace, it is true, though the main aim that the system was
expected to serve, was not the only one. Society acknowledged
Some obligations to prevent the worst forms of exploitation of
labour, Increasingly, as a more generous view was taken of
what a nation owed to all its citizens, the state intruded more
Into industrial relations. Protective labour legislation was pro-
gressively improved. The Trade Boards, later to become Wages
Councils, fixed a statutory floor to the wages of a growing
number of workers. But this setting of legal minimum standards
always remained marginal to the system as a whole. The state
held back from forcing the pace in voluntary negotiations and
from doing anything that would prejudice their autonomy. It
merely made good deficiencies left by the uncven spread of
collective bargaining.

_ Why are we less certain today, then, than we were in the
Immediate post-war years about the virtues of this system?
What has happened to make us change our minds that it had
1o serious faults, at least none that would not be corrected in
the course of time? For one thing, it no longer seems to work
as smoothly; friction is much more apparent. Although the
number of working days lost on stoppages remains remarkably
low,® over recent years there has been a mounting wave of
What used to be known as ‘industrial unrest’. Politicians blame
rival parties for the malaise, and unions and employers accuse
each other of failing to move with the times. But these are
Symptoms rather than causes, and the present tensions in
industrial relations have deeper causes than is commonly sup-
Posed. The very principles of the system are being challenged,
not out of a passing perversity, but because new values are
Current in our society. They upset our established priorities

1Over the two post-war decades 1944-53 and 1954-63 the annual
averages were respectively 2.2 and 3.9 million working days lost. (Minisiry
of Labour Gazette, April 1964, p. 145.) Even the higher figure only amounts
to 1} working hours a year per employed person.
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}ret meet with resistance from the structural inertia of existing
}nstltutions. Other standards as well as economic freedom and
industrial peace are being applicd, but no consensus has been
reached on them or on the institutional changes they require.

Even the growing controversy and confusion over the legal
framcwork of industrial relations following the House of Lords
Judgements on Rookes v. Barnard and Stratford Ltd. v. Lindley are
at bottom no more than a further symptom of other and more
profound challenges to our traditional system. To their analysis
we now must turn. Briefly, the system has been challenged
from above and from beclow: from above by governments
acting in response to practical economic difficulties and strong
public pressures; and from below in the workplace by the rise
of shop stewards and an upsurge of bargaining outside the
scope of national regulation. In both respects something of the
olx;der that once prevailed has been disturbed by a growing
chaos.



CHAPTER §

CHALLENGES FROM ABOVE
AND BELOW

The departure of post-war governments, Labour and Con-
servative alike, from the confines of their earlier role in our
industrial relations system has been largely associated with their
efforts to restrain the pace of the upward movement of wages.
Long before the need for a national incomes policy was fully
and openly acknowledged—from Stafford Cripps’ experiment
with voluntary restraint to Selwyn Lloyd’s pay pause—succes-
sive Chancellors have tried to influence the outcome of collec-
tive bargaining in ways previously regarded as taboo.! This
record of nearly two decades of unprecedented government
intervention in wage determination is, however, a sorry story
of one temporary and temporizing expedient succeeding
another. Some measures proved wholly abortive; others had
a passing success in slowing down wage increases but only at
the cost of indiscriminate damage either to the national economy
or to industrial relations. Above all, what has been lacking is
any continuity in the development of policy and its means of
execution.

Two questions may be asked about this post-war challenge
from above to the accepted principles of our system. What has
produced it? Why has it taken so long to induce a constructive
response? To answer both it is necessary to say something more
about the nature of the challenge itself.

It is still sometimes viewed in simple terms of how to avoid
inflation in conditions of full employment. Governments have

1 Apart from the short period from 1917 to 1919 when wages were
virtually subject to state regulation.
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been forced to act, so it is said, because they owe it to the con-
sumer to keep prices down. If this were indeed the only aim
and justification for a national wages or incomes policy there
would be little point in pursuing the notion any further. Al-
though Britain may still be scarching for the substance—as
opposed to the pretence—of such a policy, other countries in
Europe, notably Holland and Sweden, have had one; and it
has not enabled them to prevent prices from rising for any
length of time. Prices and wages may not have risen quite as
fast in countries with some permanent national controls over
incomes as in those without them, but price stability has not
been achieved. It could hardly be otherwise. Individual
countries are in no position to stabilize their own wage and
price levels regardless of movements elsewhere, even if they
thought it wise to do so. Nothing short of an unattainable
international system of price and wage control could combine
full employment and price stability in perpetuity.

We come nearer to the truth of the matter and cut through
the layers of cant under which it is submerged, once we recog-
nize that impending balance-of-payments difficulties have
been the principal factor in pushing governments into action
over wages. Whatever theoretical arguments may be advanced
on behalf of a national incomes policy, the practical considera-
tions that have forced it into the foreground of public attention
have usually sprung from this source. Labour costs in export
industries—rather than earnings in general or still less wage
rates as such—have been the nub of the problem, and the main
objective of government intervention has been to keep them
competitive in relation to costs and prices abroad.

Alternative measures to an incomes policy which would not
infringe the autonomy of the parties to collective bargaining
were always available, of course, to cope with crises in the
balance of payments. Both devaluation and import controls
have been used to secure relief, but these at best are short-
term remedies and invite retaliatory action by other govern-
ments which negates their effect. For a period the deflation of
internal demand was strongly advocated on the grounds that,
among other things, it would stiffen employers’ resistance to
wage demands and, by producing a ‘little more’ unemploy-
ment, diminish the unions’ zeal in pressing them. This remedy
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was tried in 1956-58 and again in 1961-62, only to be rejected
as being ‘worse than the disease’.! Economic growth, which it
hampered, was seen to be a major aim of economic policy.
When added to the earlier trinity of full employment, price
stability and free collective bargaining, it further complicated
their reconciliation.

Painfully and slowly, by trial and an abundance of error,
we are learning to accept the necessity of a national incomes
policy. This implies no more, however, than a realization that
wages and other incomes must be brought within the scope of
central control and national planning. It leaves open what
should be the ends and means of policy and therefore such
questions as which decisions have to be taken centrally and
which can best be left as before to negotiation industry by
industry. Yet as soon as the level of incomes is acknowledged
to be an appropriate subject for government planning—as
much, say, as the level of employment—governments can no
longer, as they have in the past, throw off the responsibility
for many questions relating to them.

Since wages cannot fairly be dealt with in isolation from
other incomes, a national wages policy naturally broadens
out into a national incomes policy; comparisons between the
movements of all incomes are placed on the public agenda.
Similarly, the general movement of wages cannot be con-
trolled without questions of wage structure being raised on a
national scale, if only because the control can be destroyed by
pressures generated by unfair discrimination and indefensible
relationships among the various rates. Nor can the relationship
of earnings to rates be ignored or, for that matter, the relation-
ship of earnings to labour costs. The logic of ‘in for a penny, in
for a pound’ has an inescapable relevance once any decisions
about wages are transferred from the market place or the
negotiating table to the sphere of public policy.2 Anticipation

1 In the words of the Fourth (and final) Report of the Council on Prices,
Productivity and Incomes (July 1961), p. 3.

2 ‘Inequalities and other anomalies are tolerated so long as they are the
result of private arrangement. But Governments, rather optimistically, are
expected to be consistent,and to base their administrative action ongenerally
accepted social or moral principles.” (Henry Clay, The Problem of Industrial
Relations, Macmillan, 1929, p. 67.)
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of this consequence has been responsible for much of the pro-
longed resistance to a national incomes policy.

Thus the challenge from above is, at bottom, rooted in a
reluctantly acknowledged yet proven social need for national
planning. This is not to deny that full employment has been
the precipitating factor in creating it. By enhancing the bar-
gaining power not only of trade unions but also of work groups
within the firm, and by making it easier for employers to pass
on rising costs to the consumer, it inaugurated the wage-price
spiral. But it has been the effect of the spiral, especially on the
balance of payments, which has invalidated the earlier assump-
tions on which the government’s limited role in industrial
relations was based. The balance of payments happens to be
an aspect of the nation’s economy where failure to plan has
serious and unpalatable results for everyone. Difficulties in its
adjustment could not be brushed aside by governments,
whether their political ideology favoured the planning of the
growth and distribution of incomes or not. The dogma boldly
proclaimed as late as 1948, in the White Paper Statement on
Personal Incomes, Costs and Prices, that it is ‘not desirable for
the Government to interfere directly with the income of in-
dividuals otherwise than by taxation’ has now worn very thin
indeed.

The formation of the National Economic Development
Council was the first sensible move in the right direction be-
cause it located the new role of government towards incomes
fn its proper setting. For no incomes policy can be viable unless
it is agreed among the three main parties concerned with its
terms and execution. It cannot be imposed by a government
alone, or by a government supported only by the employers or
only by the unions. Nor can it be reasonably designed or find
acceptance unless it is related to the whole of economic plan-
ning, since none of the parties can be expected to restrict the
free pursuit of their own interests in ignorance of how the ‘bene-
fits will be shared. The change in terminology from ‘wage
restraint’ to the ‘planned growth of wages’ whlcl} made it
possible for a majority of trade unions to lend their support
to a resolution favouring an incomes policy at the 1963 Lal?our
Party Conference was no mere juggling with words; it s}uft’ed
the emphasis away from a negative and discriminatory policy
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which the unions had good reasons to oppose. And now at last,
with the signing of the Joint Statement of Intent on Productivity,
Prices and Incomes, the foundations of tripartite agreement have
been laid on which a stable structure of policy can be erected.

The proposition that the challenge from above has been an
imperfect expression of a social need for national planning in a
field where collective laissez faire was previously the rule, takes
us well on the way to answering the two questions raised re-
garding it. The challenge has asserted itself with increasing
force over the post-war years as the need for planning has be-
come more and more apparent. In the last few years, with an
awakened awareness of Britain’s economic stagnation, we have
also begun to grasp that government initiative in industrial
relations is required on a much wider front than wages. The
Contracts of Employment Act may have been only a small
breach with tradition, but it was an important breach none
the less. In it, however inadequately, the government implicitly
acknowledged a planning responsibility to facilitate changes
in the pattern of employment by reducing the insecurity which
causes them to be opposed. The setting up of the Manpower
Research Unit by the Ministry of Labour and the provisions
of the Industrial Training Act, pointed in the same direction.
With these cautious and tentative steps, the old policy of
leaving the two sides of industry to work out their own solu-
tions to every problem, which often meant no solution at all,
was gradually being abandoned.

One has only to contemplate the prospect opened up by
automation and the introduction of other forms of advanced
technology to realize how drastically the government’s role in
industrial relations will have eventually to be recast. Applica-
tion of foresight being the essence of planning, the more dis-
ruptive of settled relationships technical innovation becomes,
the more important it is to predict its social consequences in
order to counter the less desirable. This cannot be done without
some central direction to provide information and to settle
priorities. Moreover, it is not only a question of anticipating
the social consequences of rapid technological change ; but also
of making it possible by minimizing social resistances to it.
Nor should it be forgotten that a major contribution to a high
rate of economic growth could come from diminishing our
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present, massive under-utilization of labour, which is a product
of a range of employment practices in urgent need of reform.
Voluntary action by unions and employers to deal with these
problems may be preferable to sweeping legislative or admini-
strative intervention by the state, but the time has passed
when this preference will serve as an excuse for doing nothing,
or too little and too late.

If, then, the challenge from above is no passing aberration
but something firmly embedded in the circumstances of the
second half of the twentieth century, why is it taking so long
to arouse a constructive response? The short answer is that the
values upon which our whole system of industrial relations has
been erected obstruct such a response.! The challenge calls for
general agreement on a transformed role of government which
would qualify the autonomy of the parties to collective bar-
gaining; and their absolute freedom has been treated as
sacred. As long as this continued, government, employers and
unions were each at liberty to protest their innocence and place
the blame on the others for the lack of a national incomes
policy and for the other shortcomings in industrial relations,
because the basis for an agreed sharing of responsibility had not
been found. ‘Passing the buck’ was a game that all could play
because the system favoured it. This has been the most notice-
able and regrettable contrast between Britain and a country like
Sweden, where democratic planning may be far from perfect but
has steadily, if pragmatically, advanced over several decades.

Before we go on to consider more precisely what kind of
changes in our system are required to meet the challenge from
above, we must look at the other great post-war challenge
which has surged up from below with the growth of workplace
bargaining. There is, of course, nothing new about collective
bargaining in the workplace between management and shop
stewards or other workers’ representatives. Apart from its
eruption into prominence in two world wars, a certain amount
has always gone on, particularly over piecework prices and

1In the concluding words of the Fourth Report of the Council on
Prices, Productivity and Incomes, op. cit., p. 29: “The sources of opposition
are . . . a strong attachment to principles learned the hard way in a world
very different from the one we live in . . . At the heart of the problem of
inflation under full employment is a frame of mind.’
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working conditions. But our system worked on the assumption
that it was subsidiary to the bargaining conducted between
full-time union officials and employers, whether on a local or a
national basis. The assumption owed much to two decades of
mass unemployment between the wars, which greatly v.vca.kened
organization in the workplace and forced trade unionists to
concentrate their attention on holding the common defence
line provided by a ‘national rate’. This response to a particular
set of circumstances came to be seen as a permanent and neces-
sary feature of the system, to which trade unions and employers
alike adapted themselves and their thinking. What stands out
about the workplace bargaining of recent years is first that it
has developed on a much greater scale than ever before, except
under the special conditions of war. But it has also been 2
spontaneous development with its own independent momen-
tum, so that it lies largely outside the control of trade unions and
employers’ associations. Far from being subservient to the
system of external job regulation, it appears rather to threaten
its stability. In other words it has assumed a form which is not
so much an extension of the system as a challenge to it.

In this connection it is worth recalling that for some time
after the war joint consultation, not collective bargaining, was
expected to be the principal form for the future organization of
workplace relations. Even today there are firms where a con-
sultative committee supplies the only recognized, officia]
machinery for them. Many procedural agrcements, too, for-
mally provide only for the taking up of individual grievances
and complaints within the firm; that they may have a group or
collective character is disregarded. Such facts may be cited
as evidence of a lack of realistic anticipation of the challenge
from below. When we turn to its most visible, statistical mani-
festations, these are principally unofficial strikes and earnings
drift. Both reveal a weakening of the regulative effect of in-
dustry agreements. Both reflect what is fundamental to the
challcnge from below, the transference of authority that has
occurred in the unions from full-time officials to lay workplace
representatives.

Literally, unofficial strikes are strikes which trade unions
have not officially sanctioned and which they therefore need
not support. Usually it would be compromising for the unions
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of watchdog whose function was to sec that union rules, collec-
tive agreements and customary practices were observed. Today
they are negotiators in their own right and a substantial part
of the workers’ pay packets depends on their collective efforts
and leadership. Moreover, in such matters as overtime, it is
they who uphold the principle of ‘fair shares’ and are involved
in the detailed administration of its allocation. Their greater
authority over union members is derived from their repre-
senting the members’ interests on important issues which full-
time officials have little or no say in settling.

Not that earnings drift is the only foundation of the stewards’
authority. One has only to study some of the issues that have
led to (mainly unofficial) strikes to see that workplace disputes
are not always about money. Referring to the Ministry of
Labour’s long-standing classification of reported disputes
according to the stated issues in dispute, Professor Turner has
remarked :

‘In the twenty years of high emplqyment from 1940 the pro-
portion of strikes about ‘‘wage-questions ot/ze_r than demands for
increases’’, and (particularly) about “working arrar}gements,
rules and discipline’ rose remarkably: from onc-th_lrd of all
stoppages to three-quarters. Now a close }ook at disputes so
classified suggests that their increase mainly mvolvef‘ three
types of demand. First, for what some have called an “Effort
Bargain”—that is, for the amount _of work to be done for a
given wage to be as explicitly negotiable as is the wage itself.
Secondly, for changes in working arrangements, methods, and
the use of labour to be also subject to agreement—or to agreed
rules. And thirdly, they concern the treatment of individuals
or groups by managers and supervisors. One could say that
these disputes all involve attempts to submit managerial dis-
cretion and authority to agreed—or failing thflt., customary—
rules: alternatively, that they reflect an implicit pressure for
more democracy and individual rights in industry. But on tl.ns
trend, the last two or three years have su_PC”mPOSCd anpthcr ‘a
sharp rise in the frequency of u.noﬂimal strikes against dis-
missals and—at last—for wage increases. So far, in effect,
from reducing the frequency of unOfﬁClal dlsp‘}tCS, recent un-
employment and economic stagnation have lr{creased it by
outraging now-established expectations—expectations of security
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and an automatic annual increase in income, such as salaried
employees commonly enjoy.’?

These interesting observations are suggestive of the more
fundamental causes of the challenge from below. Here again,
as with the challenge from above, onec must guard against the
error of thinking that full or high employment is more than the
starting point of an explanation. True, it was the change in
the state of the labour market which helped to produce, or at
least greatly to increase, earnings drift. Shortage of labour,
we know, has caused employers to compete for it by paying
wages higher than the national rates in many and devious ways,
or by offering other pecuniary inducements such as fringe
benefits that are not provided for in such agreements. Never-
theless, research undertaken on earnings drift in this and other
countries suggests that it is not explicable simply as a market
phenomenon. Its causes are far more complex.

It is certainly related, however, to another consequence of
full employment: the transformation of power relations within
the workplace. On the one hand, management finds that the
negative sanctions which it had customarily employed to
uphold its authority are weakened ; the strength of the ultimate
penalty of the sack has diminished to the extent that workers
can more easily find alternative employment. Management is
much more dependent now on consent and voluntary co-
operation, which entails the use of stronger positive sanctions
or rewards. On the other hand, shop stewards have less fear of
victimization, and work groups can assert their collective will
on a management which is decidedly more vulnerable to
pressure when order books are full. One of the notable features
of workplace relations in recent years, not revealed by strike
figures, has been the increasing use of ‘cut price’ industrial
action such as overtime bans, working to rule or going slow.

Clearly the challenge from below did not and could not
develop against the earlier background of mass unemployment.
But that is not to say that it can be attributed wholly to the
direct and indirect effects of labour shortage. As Turner points
out, up to a certain point an increase in unemployment,
instead of reducing the challenge, may augment it; because it
is based in the last resort on a rising level of expectations

1 H. A. Turner, The Trend of Strikes, Leeds U.P., 1963, pp. 18-19.
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among workers as to what industry owes them and they are
entitled to obtain. These are partly expectations in regard to
income including stability of earnings: they look forward to a
continually rising standard of living and have entered into
various commitments as a result. But equally they have new
expectations as producers about the conditions of their working
life. They are no longer willing, for example, to suffer indivi-
dual or collective dismissal at the discretion of management or
to accept its orders in a spirit of blind obedience. In many ways
they are claiming a greater influence on managerial decisions,
particularly in matters that affect their own welfare and status.

These changes in expectations reflect changes in the workers’
opportunities to demand from management greater considera-
tion for their interests, but together expectations and oppor-
tunities add up to a growth of democracy in the workplace.
Democracy has many definitions but, in so far as it implies
management by consent rather than by coercion, the challenge
from below is a demand for it on the shop floor. This does not
mean that every demand the workers care to make is reason-
able and should be satisfied. There are other interests to be
weighed in the balance and, in any case, conflicts of interest to
be resolved among the workers themseclves. The task of co-
ordinating all the various demands that are made upon a
business enterprise necessarily falls upon management. This is
a responsibility which it cannot abrogate.?

1 For a statement of this view of management see Neil W. Chamberlain,
Labor, McGraw-Hill, 1958, pp. 223-33. The author’s thesis is that ‘the
coordination of the bargains of all who compose the business . . . is the
unique function of management. It is an inescapable function within an
enterprise, since the various terms demanded by the various component
parts of the firm do not somehow coordinate or arrange themselves. It is
an isolable function, exercised separately from those who make demands on
each other’. (p. 228.) A similar conception of the managerial function is
presented by Norman Ross, The Democratic Firm, Fabian Research Series
242, 1964, p. 9: ‘Because the firm cannot remain static, since it is subject
to varying internal pressurcs and to other pressures generated by its ever-
changing external environment, adjustment of group aims must be a con-
tinuous process and the firm can, therefore, be considered to be a system
of dynamic equilibrium between the vested interests involved in its pro-
ductive activities . . . In other words, the role of management in the system
of relationships involves responsibility for continuous adjustment of interests
within the firm so that it remains at all times an effective going concern.’
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From the foregoing analysis of the challenge from below, it
follows that, like the challenge from above, it will persist until
it has been duly provided for by our system of industrial
relations. But what does this imply? The crux of the problem
again is one of agreement and the sharing of responsibility.
In general, management and stewards have not yet come to
terms with each other on the same durable basis that has been
found for employer-union relations at higher levels, where
the rights and obligations of the parties are reasonably well
defined and respected, and where this full mutual acceptance
is accompanied by subtle understandings of relative bargaining
strengths and bargaining needs. New skills have to be learned
in the workplace, just as they had to be learned for collective
bargaining at the national level. Not having found this modus
vivendi, the parties frequently engage in constant guerrilla war-
fare, each stealing what advantages their immediate position
warrants. Bargaining and conflict can no more be avoided
here than at any other level of industrial relations. They can,
however, be contained within the bounds of agreed institutions
which facilitate more rational settlements, provided always that
the necessary skills are acquired for operating them.
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CHAPTER 6

THE SHAPE OF THE FUTURE

hat then is wrong with our present system of industrial

relations? Plainly it mirrors too much of the past and
too little of the future, but having examined the two major
challenges it now faces we can be more explicit than that. The
system has to be reconstructed to accommodate more planning
from above and more democracy from below. The silent revo-
lution initiated by the transition from mass unemployment to
full employment has forced us to consider new values for judg-
ing the system’s methods and results. These in turn have placed
new demands at both ends of the scale upon the organizations
and institutions that comprise the system. As yet, however, no
consensus has been reached on its future shape. Until this is
settled in principle, neither the will nor the opportunity to get
to grips with the manifold, detailed problems of reconstruction
will be forthcoming.

One of the great difficulties in finding such a consensus is
that of reconciling planning and democracy. Industrial rela-
tions are caught up in the same dilemma that confronts so
many aspects of our economic, political and social life; the
dilemma that is endemic to modern society. Only the extremists
on either side deny that a reconciliation of the two is possible,
but how is it to be accomplished? The freedoms that belong to
democracy present themselves as obstacles to successful plan-
ning. The rationality implicit in planning appears to be an
enemy of the sectional pressures unleashed by democracy.
Many of the proposals advanced for reforming our system have
failed to keep the dialectic character of the overriding problem
in view.
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When reconstruction of the system is approached mainly
from the standpoint of national planning, it is taken to be
axiomatic that trade unions and employers’ associations must
reassert control over their members’ behaviour in the work-
place. How can a national incomes policy work—it is asked—
with a substantial amount of earnings drift? If the gap between
earnings and rates continues to widen, it will undermine any
agreement that may be reached on the general movement of
wages, not least because some workers gain more from drift
than others. This line of argument points to the proposal that
industry agreements should be made more comprehensive in
the subjects that they cover and more specific and stringent in
their regulative content. As the dangers of evasion might then
be greater, trade unions and employers’ associations would
need to arm themsclves with stronger sanctions to discipline
their members into compliance. The fact that members are
unlikely to yield them such powers voluntarily leads further to
the suggestion that the agreements should be made legally
binding to ensure their strict observance.

Proposals based on such a theme have many variations, but
they are all directed towards achieving greater centralization of
control in the system to restore order and to advance economic
planning. Their Achilles heel is that they disregard the bar-
gaining power that now exists on the shop floor. There may
be a strong case for trade unions to exert more influence over
their stewards’ behaviour or for employers’ associations to take
more responsibility for the actions of their affiliated firms. It is
quite unrealistic, however, to believe that independent work-
place bargaining can be eliminated by external regulation.
Even totalitarian systems havehad to tolerate a certainamount,?!
while in the United States the prevalence of remarkably com-
prehensive and legally enforceable plant agreements has not
prevented the growth of ‘fractional bargaining’ between

1See, Emily Clark Brown, ‘Interests and Rights of Soviet Industrial
Workers and the Resolution of Conflict’, Industrial and Labor Relations
Review, January 1963. ‘The ““collective” in any Soviet enterprise, manual
and non-manual workers alike, find their conditions controlled in great
detail by central decisions. Yet considerable scope remains for local de-
cisions.” (p. 264.) ‘Soviet informants often talked of how workers when

dissatisfied can and do ‘“‘call meetings and make a fuss” until their com-
plaints are met.’ (p. 271.)
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management and stewards, whose results are often at variance
with the terms of those agreements.!

From the opposite point of view it has also been proposed
that the whole apparatus of industry bargaining is now out-
moded and should be dismantled or greatly reduced in its
significance. Workplace bargaining is said to be in closer touch
with the economic realities of the situation. It more accurately
reflects the state of the local labour market and also permits the
linking of increases in earnings with increases in productivity
and so is conducive to reducing labour costs. Moreover, once
attention is directed away from national negotiations—so the
argument continues—there will be a better chance of codifying
workplace relations in written agreements signed with the
unions. Instead of dishonest evasions of standard rates and
conditions, which have to be masked by the cloak of informality,
we would then have clearly defined rights and obligations. In
this event not only would order be restored ; the whole system
would become much more democratic. The rank-and-file union

member would have a real say in determining the terms of the
agreement under which he worked, compared with the present
remoteness of formal union negotiations from the shop floor.
The advocates of a radical decentralization of collective bar-
gaining have a strong case when it is argued solely from the
standpoint of industrial democracy, but once the need for
national planning is considered their position becomes un-
tenable. They defend it by claiming that the ‘cost-push
element in inflation would disappear, or at least cease to be 2
source of anxiety, if wages were regulated solely by works or
local agreements. The experience of the United States 1n
periods of low unemployment does not support them. There, in
spite of the predominance of plant bargaining, ‘key bargail.ls’
have set the pace of wage movements throughout industries
by comparisons which have been described as ‘coercivc’..2
Nor does the experience of our own engineering industry, in

1 As is shown by James W. Kuhn in Bargaining in Grievance Settlement
(Columbia U.P., 1961). .

2 It was an American, A. M. Ross in Trade Union Wage Policy (Call-’
fornia U.P., 1953), who first drew attention to the ‘coercive compax:isons
which ‘play a large and often dominant role . . . in the determination of
wages under collective bargaining.’
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which industry agreements are among the weakest in their
regulation of earnings, suggest that unrcstrained plant bar-
gaining is an answer to inflation. It does not curb the force of
comparisons in generating uncontrollable pressures for wage
increases. On the contrary, they are afforded greater play than
in industries with better ordered wage structures. The truth is
that the dismantling of industry agreements would make an
unacceptable degree of state control the only alternative to the
abandonment of any attempt at planning the growth of incomes.

Nothing less than a fully developed three-tier system of
industrial relations promises to mect the challenges from above
and below. We need a top tier of central or truly national nego-
tiations above industry level and another bottom tier below
for supplementary and compatible workplace negotiations.
This is the first and most fundamental thing to be said about the
shape of the future. In elaborating the point, what was said ten
years ago about collective bargaining in the countrystill applies :

‘As a method of wage determination the present weakness of
collective bargaining lies mainly in its competitive, sectional
character, in the difficulty the parties have in taking a broad
enough view of the consequences of their bargains. As a method
for introducing the rule of law and democratic participation
into industrial relations its present weakness is due rather to its
being conducted on too large a scale. Are we then faced with
an irreconcilable conflict of purposes? There is a way out of
this dilemma providing the voluntary system can escape from
some of its present institutional rigidities. It has, in fact, to
become more flexible so that agreements are concluded with a
coverage appropriate to their contents. One of the clues to the
future of collective bargaining is surely to be found in making a
clear distinction among the appropriate levels of its regulative
influence. In this as in many other aspects of economic organi-
zation, we have to decide what is the concern of society as a
whole, what should be settled on an industrial scale, and what
is the affair of the employees in a single enterprise or a smaller
group within it.’?

It would be throwing out the baby with the bath water to

! The concluding words of my contribution on ‘Collective Bargaining’ in
The System of Industrial Relations in Great Britain, edited by Flanders and
Clegg, Blackwell, 1954.
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reject our present structure of industry agreements because
they fail to offer a complete answer to the demands of our time.
Apart from the fact that trade unions and employers’ associa-
tions would not contemplate abandoning them and only an
all-powerful state could prevent their being negotiated, they
still have many useful functions to fulfil. The question is how
those functions are to be combined with both more centraliza-
tion and more decentralization of the rule-making processes of
industrial relations. How can two further tiers be added to
what has officially become largely a one-tier system?

Naturally this depends on changes in the organization on
both sides of industry. The central bodies have to gain more
authority and influence, and at the same time the relations
between their affiliates and their members at the place of work
need to be strengthened. The integration of the system has
largely to proceed through this structure of representative
organizations. But organizational change must be preceded by
clarification of the purposes it is meant to serve. As a nation we
are unlikely to advance in the right direction until we have a
clearer idea about the future shape of national planning on the
one hand and of workplace relations on the other.

At present we stand only on the threshold of economic and
social planning in the field of industrial relations. The main
impetus for embarking on it has come, generally, from a
recognition of the importance of steady economic growth, and,
specifically, from the work of the National Economic Develop-
ment Council in setting targets in a growth programme. Thus
economic rather than social objectives have been placed in the
foreground, but they are so interdependent that we shall have
to advance on both fronts or there will be no advance at all.
Similarly the two main subjects which have planning implica-
tions for industrial relations, incomes and manpower, are SO
closely connected that they have to be considered together. The
crucial questions at this stage all turn on the type of planning
which is feasible for this country in the near future, both as 2
technical and as a political proposition.

In the first place it should be realized that the break-
through into planning hinges less on the government being
granted extended powers than on its using existing powers
more purposively. There has been no lack of government
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intervention in industrial relations in recent years, but it has
failed by being erratic and short-sighted. It has expressed ‘not
neutrality but incompetence’ because there has not been enough
‘looking ahead’ and the use of powers with some ‘sense of
design’.! Insufficient knowledge partly accounts for these
defects. The methods of forecasting economic trends have to be
improved and supplemented by much more intensive research
into the significant areas of change. Forecasting, however, is
not simply an intellectual exercise; it must rest on policy
assumptions. Agreement on policy which has a reasonable
chance of being put into effect and therefore creates a climate
of certainty and confidence is the ultimate sine qua non of suc-
cessful planning.

This is not just a matter of the government having a mandate
or a substantial body of public support for engaging in incomes
and manpower planning. It has always been self-evident that
any planning affecting industrial relations would not work
unless it evoked the active co-operation of the overwhelming
majority of trade unions and employers’ associations. No
government can hope to go it alone for long against the con-
certed opposition of either side of industry. Nor is there any
prospect of a central planning authority, however it may be
constituted, compelling individual unions and employers to
fall into line with its decisions. Even when it includes respon-
sible representatives of their central bodies, these possess no
powers to force affiliated organizations to obey their instruc-
tions, and it would be unrealistic to anticipate their formal
powers being substantially increased.

In these circumstances industrial relations planning must
perforce be ‘indicative’, in the sense that it must rely on guid-
ance rather than on direction. Guidance, however, can mean
many things. In its ‘soft’ form of vague and pious exhortation
with no sanctions to support it, it is little more than a face-
saving gesture. Appeals for an undefined restraint we have had
in plenty and their futility demands no further demonstration.
An incomes policy to be effective in its application to wages and
salaries must offer ‘hard’ guidance by being made explicit in
rules formulated in a master agreement to which the govern-

! Robert Neild, ‘New functions: new men?’, The Listener, 27th August,
1964, p. 303.
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ment and the representatives of unions and employers sub-
scribe. Much of the actual content of these rules cannot be
prejudged in advance, but of necessity they will have to include
two features. Some formula has to be agreed to regulate the
general movement of wages over a stipulated period and some
provision must be made to regulate permitted deviations from
it. The first is required to bring wage increases under central
control and to relate them to the movement of other incomes,
the second to avoid the untenable assumption that all wage
claims can be treated exactly alike.!

The attainment of tripartite agreement on national policy
that offers specific guidance of this kind presupposes, however,
that it has to be bargained as well as discussed. Compromise
is the essence of agreement at this level as much as in ordinary
collective bargaining. While the representatives of unions and
employers can be expected to take the facts and the conse-
quences of the country’s economic situation into account when
they are fully and impartially presented, it is unreasonable to
demand of them that they cease to act as advocates of the
sectional interests of their constituents. The idea, for example,
that economic arithmetic can yield some ‘objective’ formula
for increases in wages or other incomes, thereby placing the
content of policy beyond the bounds of argument, is a fiction
that deceives no one who does not want to be deceived. Con-
flicts of interests over the division of the national product are
inescapable; and in national, no less than industrial, negotia-
tions union and employer representatives will naturally seek to

1 Of course a host of questions can be raised in regard to the general
movement formula and the criteria for judging exceptions. Is the formula
to be stated as an absolute or percentage increase or some combination of
the two? Is it to set an average or a maximum? Is it to be applied to rates
or to anticipated average carnings? Should there be, as in Sweden, not a
uniform figure but a ‘broken line’ differentiating among broad categories
of workers or industries? Are deviations from the formula to be sanctioned
on grounds of labour shortage or to facilitate a better utilization of labour?
Should they, perhaps, be confined to the correcting of anomalies and in-
equities in wage structures? One could continue in this vein to illustrate
the sheer complexity of the choices that have to be made. It would be folly
to believe that satisfactory answers to any of these questions are readily
available. They will be found only after a great deal of informed debate
and practical experiment. The same is true of the technicalities of man-
power planning which is as much in its infancy as incomes planning.
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get the best bargain they can for their own side. Moreover, as
has previously been argued, even if it were possible to calculate
the amount of a non-inflationary wage increase, domestic price
stability cannot be the sole or even the overriding aim in
incomes and manpower planning; there are several others with
which it has to be reconciled including that of industrial peace.

The foremost aim, in fact, must be to reach agreement on
guiding national rules which stand a good chance of being
observed throughout industry because they are accepted as a
fair and reasonable compromise for the time being. Probably
some breaches will not be avoided. Provided they are not too
serious or too extensive they are unlikely to undermine general
observance. Ior it is not the case that these national rules will
have no sanctions to support them. Once there is genuine
agreement at the centre among all the three principal parties
to industrial relations, they share a common commitment and
responsibility for upholding the provisions of the policy to
which they have agreed. This brings powerful social sanctions
into play to uphold the rules; sanctions that are lacking in the
absence of such agreement. In a system of industrial relations
which has managed to depend so largely and for so long on
social, rather than legal, sanctions for the observance of its
rules, there is no reason to conclude that they will be less
effective in the future than the past, or less applicable at national
than industrial level. Besides, it is open to the government to
use the range of economic sanctions at its command to support
an agreed policy,! apart from the pressure which it may put
on prices to prevent undue increases in conflict with the policy.
Finally, the central organizations on both sides of industry,
though lacking powers of direction, have authority and in-
fluence over their members’ behaviour which the very develop-
ment of planning cannot but help to strengthen.?

It appears that the aroused national awareness of the

1 Practical suggestions have been made by John Corina who proposes
various tax sanctions in his contribution on ‘Incomes Policy’ in Labour’s
New Frontiers (ed. Peter Hall), Deutsch, 1964, pp. 56-7-

2 The recent affiliation of the National and Local Government Officers
Association to the T.U.C. and the moves to create a single National In-
dustrial Organization on the employers’ side improve the prospects of

planning, though both sides will probably need to develop machinery to
co-ordinate and guide the collective bargaining activities of their members.
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importance of achieving a steady and high rate of economic
growth can most easily lay the foundations for this type of
planning. By itself, however, acceptance of this aim will not
suffice to settle all the policy questions arising. Speaking as the
U.K. employers’ delegate at the 1964 International Labour
Conference, Sir George Pollock said:

‘In origin, organizations of both employers and workers in
the industrialized countries tended to be defensive. The unions
were defending their members against social injustice and the
employers were thinking in terms of defending their position
against the growing power of the unions. Today I believe that
both are adopting a much less defensive and much more pro-
gressive and forward looking attitude. It is this new spirit of
seeking what we should do in the light of what we can do which . . .
ought to condition our thinking in the I.L.O. for the years to
come.’?!

This view of the future can only be understood as a plea for
planning, since it stresses the deliberate determination of
priorities. These involve choices on which economic growth is
an inadequate guide.

As far as incomes policy is concerned, planning has to en-
compass more than the growth of wages. A choice has to be
made among the alternative benefits that can be distributed
among employees as the result of a particular rate of growth.
It calls for decisions on what should be done in the light of
what can be done. Are they to take the form of higher wages,
or a shorter working week, or longer holidays, or better fringe
benefits? A uniform national answer may not be desirable or
practical, but central guidance on emphasis and trend cannot
be avoided. Hours and holiday movements in particular tend
to become fairly universal.

A similar problem arises in connection with wage differen-
tials. To be acceptable, a national wages policy has to be con-
sidered fair, not only in relation to the movement of other
incomes, but also as regards rates and earnings comparisons.
No one seriously expects a precise measure of abstract justice,
or that the results of history can be wiped out overnight. Never-
theless such comparisons are continually being made and all
the evidence points to their being the strongest force for

! Bulletin, British Employers’ Confederation, 1st July, 1964, p. 1.
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instability in collective wage determination. In some, notably
public, industries it has been found that within broad limits
agreement can be found on standards of ‘fair comparison’ and
that with their help wage differentials can be ordered. The
refining and greater application of these processes, together
with the settling of overall priorities in comparative wage
movements among major groups, is a necessary part of incomes
planning.

Enough, perhaps, has been said about the future shape of
national planning to show in general how its grafting on to our
existing system of industrial relations would be likely to
affect industry-wide bargaining and other relations between
employers and unions at this level. Planning would certainly
not reduce their significance ; if anything it would enhance it.
The practical autonomy of the parties would not remain un-
qualified it is true, whatever might be their position in law,
otherwise planning would be an empty pretence. In making
and revising their own agreements and in co-operating in
other ways, they would be committed to the master agree-
ments reached centrally on incomes and manpower policy;
and they would be subject to various social and economic
pressures to respect them. But as these agreements can only
establish broad principles and priorities, as well as quantitative
guidance on movements of wages and labour, their translation
into appropriate and acceptable decisions industry by industry
would still be indispensable. Collective bargaining would con-
tinue at this level, only it would be conducted withinstated limits
and with a knowledge of its national consequences. It would, so
to speak, become more responsible and rational.

Planning, however, is very much more than the imposition
of restraints. One of the main effects of an incomes policy on
industry-wide bargaining is that it would give the parties more
scope to address themselves to the long-term and constructive
aspects of their relationships. Preoccupation with the amount of
the next wage claim as soon as one settlement has been made,
often following prolonged negotiations, has frequently crowded
out attempts to deal with any other questions. Moreover, uncer-
tainty about the futurehas inhibited agreement on them because
of fears as to the balance of gains and losses in a few years time.

But what of the future shape of workplace relations? How
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far should they retain their autonomy? And can that be made
compatible with a superstructure of national planning and
industry agreements? To answer these questions we must look
at industrial relations at the place of work from their proce-
dural and substantive angles.

The actual procedure followed in the settlement of disputes
within individual firms or establishments is subject to little
effective external regulation in this country. There is most of it
in public industries, where employer and industry are one and
national agreements produce more standardization than in
private industry. Otherwise the principal effect of an industry’s
procedural rules is to impose a peace obligation on the parties
to workplace relations until the external procedure for con-
ciliation, and possibly arbitration, has been exhausted. Though
some industry agreements, as in engineering, mention the steps
to be followed in internal disputes procedure, the parties are
usually free to vary them according to their own preferences.
So in practice we have a wide variety of different procedures,
most of which are largely informal and the product of circum-
stances rather than of deliberate design.

There is much to be said in favour of this high degree of
procedural autonomy in workplace relations. One of the mo§t
important tests of a good disputes procedure is whether it
works to the mutual satisfaction of the parties; and they alone
are the best judges of that. When so many factors peculiar to
each firm or establishment, including personality factors,
influence relations at this level, attempts to impose a standard
pattern throughout an industry are bound to be artificial and
cramping. The source of the malady lies elsewhere: too liFtlc
thought has been given by managements to the realistic design
of their relations with workers’ representatives. This has been
due in part to a mistaken belief, inherited from the past, that
it is possible to find external solutions to internal problems.
We see this illustrated in the frequent appeals made to unions
to discipline their stewards when they are causing trouble.
The assumption is made that the existing external agrecments
with the unions supply an adequate code of agreed rules for the
regulation of internal relations, and that all would be well if
only the unions would insist on their members observing them,
especially the peace obligation.
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The fallacy in this belief is immediately apparent once it
is recognized that the experience to which stewards and union
members are reacting in the workplace is shaped, not by the
unions, but by managements, by their decisions or lack of
them. Management is apt to advance no proposals of its own
for improving wages and working conditions, but merely to
react to union pressures. It concedes nothing of substance until
coerced by threats or a show of force, and then capitulates.
When the lesson is made so clear that only coercion pays off,
it becomes the very height of absurdity to ask the unions to
prevent their members from acting on it. Unions cannot relieve
managements of the responsibility for avoiding stoppages by
providing alternative and more attractive methods of settling
conflict at the place of work.

We must return, however, to our diagnosis of the challenge
from below in order to appreciate the true contemporary
dimensions of this responsibility. The challenge was traced
back to a growth of democracy in the workplace. Managements
have now to contend with demands from the shop floor for a
say in matters which they have considered it to be their un-
fettered prerogative to decide. Ostrich-like they may, and often
do, continue to proclaim their ‘right to manage’, meaning by
this that their authority must not be questioned or opposed.
For a time they may succeed in deceiving themselves into
thinking that this right is unimpaired. In reality a situation
prevails which R. H. Tawney once tellingly described as
‘autocracy tempered by insurgence’. They dare not act in
certain ways for fear of the resistance that would be aroused.
What is worse, they probably have little or no knowledge of
what they can or cannot do without incurring intractable
opposition. So long as they avoid change however, or change
that seriously impinges on the workers’ welfare, the web of
fiction in which they have ensnared themselves can be given
the semblance of truth. For it is change that highlights the
need for consent, and consent means a sharing of authority
expressed in the compromises necessary for operative decisions.

Managements cannot be prevented by law or collective
agreements from indulging in self-deception. But the respon-
sibility does fall squarely on them to see that workplace relations
are governed by agreed procedural rules to facilitate the peace-
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ful resolution of conflict. Many firms, no doubt, would claim
that they have such rules, even where they have not been set
down on paper. One has to inquire into actual relations on the
shop floor to test the validity of this claim; to see how far two
sets of procedural rules—the formal rules of management and
the informal rules of shop stewards and work groups—diverge
from each other. This is not apparent to the casual observer.
A works or consultative committee, in which the unions par-
ticipate, appears to be functioning with some success, and he
takes it for granted that this is a joint institution. Yet it may be
an institution imposed by management which stewards find it
expedient to use as a platform, while following their own,
officially unrecognized, courses of action to get results on issues
of greatest moment to their members. The acid test of genuine
procedural agreement is the extent to which the rights and
obligations of the parties are known and accepted by all con-
cerned, a condition that is not incompatible with avoiding the
rigidities of excessive formality.

Internal workplace relations are no different in this respect
from external employer-union relations. Uncertainty and in-
security of status are the enemies of stability and co-operation
in both. In other respects, however, there are significant
differences. Officials of trade unions and employers’ associa-
tions meet occasionally, perhaps at regular intervals, to confer
and to negotiate. Members of management and stewards have
to live with each other from day to day as participants in the
same working community. Their collective relationships are at
once more continuous, more intimate and more intricate.
Moreover, while for most purposes it is possible to view labour
markets as having only two sides—buyers and sellers—this
over-simplification is inapplicable to relations at the place of
work which are always many-sided. They involve a multi-
plicity of work groups, each with its differentiated interests
even when they belong to a single union. Inside the plant,
management—whether it admits this or not—is constantly
engaged in a multilateral bargaining process.

Here the analytical theory of industrial relations comes to
our aid in grasping the full scope of the problem. Systems of
internal job regulation, it was suggested, have been developed
to meet different purposes from those of external job regulation.
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While the latter have been principally concerned with regu-
lating labour markets, the former have been directed towards
regulating the work behaviour of employees. But systems of
internal regulation comprise both the formal and informal
organization of the enterprise, the one corresponding with
managerial and the other with human relations as these terms
have been defined.! Because they serve distinct and sometimes
conflicting ends these two types of organization can never be
fused into one, but they can become more closely integrated
to the extent that their separate ends are made to overlap and
complement each other.

In the past the typical state of the two types of organization
has been one of ‘conjunction’ rather than of ‘co-operation’.
They have existed side by side with their separate rules and,
as it were, their separated spheres of interest. This is the
situation, for instance, where workers uphold entrenched work-
ing practices of their own which management dislikes but does
not challenge, whilst management insists on the observance of
disciplinary rules which the workers do not approve but know
they must obey to retain their employment. Peace may be
maintained by both sides observing an undeclared non-
aggression pact, but war soon breaks out when they trespass
too far on each other’s territory. No natural or social law makes
a prolongation of this state of ‘conjunction’ inevitable. The
possibility of ‘co-operation’ follows from the factual inter-
dependence between the aims of a business enterprise, which
management gua management has to advance, and the aims of
its employees as persons. As Neil Chamberlain has pointed out:
‘each party is dependent on the other, and can—as a matter of
fact—achieve its objectives more effectively if it wins the sup-
port of the other.This means that when one party is seeking
a change the better to secure some objective, it is more likely
to succeed in its design if it anticipates what objections may
be raised by the other party, on whose co-operation in the matter
depends the degree of its own success. For such objections raise
issues of divergent interest, and unless these are resolved it will
prove impossible to define an area of common interest in
which co-operation can be established. In order to win that
co-operation, the initiating party may have to make concessions

1 See pages 13-14.
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—greater perhaps than it considers “fair” or “‘just” and despite
the fact that such concession may be unnecessary as a matter
of formal authority. They are made simply because, on their
granting, co-operation is forthcoming which produces a greater
advantage to the initiating party than would have been possible
without them.’?

The key to the future of workplace relations in their pro-
cedural aspect lies in finding a realistic basis for co-operation
on these lines. This entails more than formal agreement on
an internal disputes procedure, more indeed than any code of
rules can by itself provide. It presupposes a change of attitudes.
For the ‘real barrier to an agreement on divergent interests
which would make co-operation possible . . . is a fear of co-
operation itself’.2 Managements fear loss of their authority;
unions fear a lessening of their function and appeal; and em-
ployees fear increased insecurity resulting from improved
efficiency. Given good will, none of these fears need to material-
ize but only the force of successful example is likely to overcome
them. ‘Co-operation will spread, if at all, by voluntary adop-
tion being pioneered by those unions and firms that see in it a
means of benefiting themselves. The vital factor here will be
the willingness to take risks for potential gain by members of
management, unions and employees who have confidence in
their own powers of dealing with others, coupled with an
intelligence and skill in inventing administrative machinery.’®

The substantive aspect of the future of workplace relations
has its counterpart to the procedural. Earnings drift is not
something that we can ever hope to eliminate; nor is it to be
condemned out of hand. Bargaining between managements
and stewards is more likely to increase than to diminish. Pro-
gressive firms are devoting much more attention, for example,
to devising better factory wage structures, and rightly so.
These have to be based on other considerations than are
appropriate to the settling of national rates for the purpose of
regulating labour markets. And wages apart, there are many
issues of divergent interest leading to conflict in the workplace
that are quite unsuited for uniform treatment throughout an

1 Neil W. Chamberlain, Collective Bargaining, McGraw-Hill, 1951, p. 450.

2 Ibid., p. 451.

3 Ibid., p. 455.
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industry. Indeed many of the ‘new’ subjects for collective
bargaining, such as dismissals, discipline and promotion, are
precisely those that are often best decided according to local
circumstances and preferences.

The distinction between the purposes of external and internal
job regulation is the clue to resolving the apparent dilemma
arising out of the rival claims of planning and democracy.
In some respects earnings drift is patently a threat to the
success of incomes and manpower planning and the industrial
regulation of labour markets. When employers engage in com-
petitive bids for labour by offering veiled wage increases and
fictitious overtime, they are undeniably undermining the pur-
poses of external regulation. Yet they need the freedom to
relate remuneration to changes in effort and in working prac-
tices if they are to raise labour productivity. It is not possible
to obtain consent for change and agreement on the substantive
rules regulating work behaviour unless inducements are
offered. Only in the workplace can the regulation of work and
of wages be made the subject of mutual adjustments to produce
a ‘productivity bargain’,! which is the substantive equivalent
of the procedural type of union-management co-operation
already described.

An answer is offered once this distinction is grasped. Put in
the simplest possible terms there is ‘bad’ and ‘good’ earnings
drift. The first has little economic and no social justification :
the second has both in good measure. Quite aside from the
requirements of national planning, it is understandable that
trade unions and employers’ associations cannot regard with
equanimity workplace bargaining that is subject virtually to
no external control. Yet they should not and indeed cannot
try to force it into a strait-jacket. Fortunately the choice is not
between complete control and none; there is a golden mean in
the form of permissive and enabling agreements at industry
level.2 These, while permitting wages to diverge from national
rates, would stipulate the conditions under which this would
be sanctioned.

We can begin to discern, at least in outline, the shape of a

1 For further discussion of the concept of ‘productivity bargaining’, see
Allan Flanders, The Fawley Productivity Agreements, Faber, 1964, pp. 238—48.
2 See op. cit., p. 250.
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three-tier system of industrial relations which would meet the
post-war challenges from above and below. In essence the
whole of the problem of reconstruction can be reduced to two
basic imperatives. The first is the need to find the possible
terms of agreement among the interested parties at each level;
national, industrial and workplace. Agreement cannot be
imposed on them ; it has to be bargained. At national and works
level institutions have to be evolved which will reproduce the
same kind of conflict-resolving co-operation and sharing in
responsibility that has been built up steadily in the past at
industry level. The second requirement is a clarification of the
appropriate functions of job regulation at these three levels.
We have to agree on a differentiation between those rules that
are a necessary adjunct of national planning, those that should
apply at the industry level and those which are best left to be
settled at the workplace; according to the purposes for which
regulation is required in each case.

No one can prescribe exactly how the existing institutions
should be adapted in the light of these imperatives. What is
wanted more than anything else at this stage is a general sense
of direction in which to travel, rather than a detailed route.
But the view of the future presented here does preclude the
false trails and misleading short cuts that are being suggested.
Many of these turn on changes in the law. The growing dis-
order in our present system and the conservative attitudes of
unions and employers have not unnaturally stirred up an
interest in legislation as a means of speedy and drastic reform.
Those who think trade unions are too powerful want to place
legal restrictions on the right to strike or to ban ‘restrictive
practices’. Those who think them too weak would like to see
the law assisting them in increasing their membership and in
securing recognition from employers. Other proposals ad-
vanced include the legal enforcement of collective agreements
and compulsory works councils.

The point is missed that it is not the so-called voluntary
character of the British system which is the source of its present
malaise. Rather does this remain its strength. Certainly we are
not compelled to abandon our long-standing preference for
avoiding the rigidities and complications of legal solutions
to industrial problems. Neither the challenge from above nor
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the challenge from below calls for such an answer. On the
contrary we can be sure that changes in the law will not pro-
duce the kind of co-operation and consensus that the recon-
struction of the system demands. That is not to say that the
law can remain as neutral or as marginal an influence as in
the past. The positive planning role that the government and
the central organizations on both sides of industry have now to
fill has its legislative consequences. This raises many questions
that cannot properly be examined here, but these consequences
are most likely to be found in the setting of new national
minimum standards to ensure that the pace of voluntary
action is both forced and underpinned.!

One final observation must be added. Nothing has been said
here about the changes required in the organization and
activities of trade unions and employers’ associations, although
clearly the reconstruction of our system of industrial relations
cannot be accomplished without them. This omission has two
defences. The first rests on the essay’s leading thesis. The neces-
sary changes will only be brought about when the new values
implicit in the demands for national planning and workplace
democracy are fully worked out and accepted as a basis for
the system’s reconstruction. Structural inertia has been over-
come before, but not until the necessity for change and the
direction it must take have been perceived with clarity and
conviction. The second defence is also one of the most impor-
tant practical conclusions to be derived from the diagnosis of
the challenges to our system. The primary responsibility for
changing it rests on the government and on managements.
Only the government can create a viable system of national
planning. Only managements can introduce well-ordered and
co-operative systems of workplace relations. Trade unions and
employers’ associations are most likely to put their own houses
in order when they have to respond to bold but enlightened
initiatives from above and below.

1 The Webbs’ idea, that by legal enactment a universal labour code would
guarantee every worker certain fundamental rights as to income, leisure
and treatment in industry, may have been false prophecy for the first half
of the twentieth century; it is not to be dismissed for the second. We are
already moving in that direction.
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