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FOREWORD

During episodes of large-scale industrial action, the Insti-
tute of Economic Affairs receives media requests from TV
or radio stations, which want to set up a debate between a
supporter and an opponent of the strikes. Curiously, even
when none of us have publicly commented on the subject,
and media producers cannot possibly know what the pos-
ition of anyone at the IEA is going to be, they just auto-
matically assume that we must be in the anti-strike camp.
Their thinking seems to be: the IEA is a classical liberal,
free-market think tank, and being a free-marketeer means
being ‘anti-union’.

This is a fundamental misunderstanding, and if noth-
ing else, I hope that Professor Shackleton’s book on the
history and the economics of trade unionism will help to
clear this up.

A trade union is, in principle, a voluntary civil society
association like any other, just like a tennis club, or the
Campaign for Real Ale (CAMRA), or the Anglo-Hispanic
bilingual meetup group. Thus, for a liberal free-market-
eer to be ‘anti-union’ would make no more sense than for
them to be ‘anti-tennis club’, ‘anti-CAMRA', or ‘against the
Anglo-Hispanic bilingual meetup group’.

A classical liberal cannot be per se ‘anti-union’ (or,
for that matter, ‘pro-union’). They can only be against
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legislation that gives unions special privileges or coercive
powers, for the same reason that they would be against
legislation that gave tennis clubs or CAMRA special privi-
leges or coercive powers.

In a free society, the right to set up or join independent
trade unions - where ‘independent’ refers to independ-
ence from employers, but also from the state - is a fun-
damental and, from a liberal perspective, non-negotiable
right. Countries which suppress those rights are not
pleasant places to live: we can think of fascist regimes,
military dictatorships, but also, ironically, self-described
‘workers states’, such as the former Soviet Union and its
allies.

Conversely, where totalitarian systems are replaced
by liberal democracies, this is usually accompanied by an
emergence, or a return, of independent trade unionism.
For example, in the Polish People’s Republic, it was a trade
union, Solidarnosc, which became a focal point of the civic
resistance against the socialist regime in the 1980s. In
(what would become) West Germany, a long tradition of in-
dependent trade unionism sprang back to life immediately
after the defeat of the Nazi regime, and after the fall of the
Berlin Wall, this was extended to East Germany as well. In
Chile in the 1980s, the revival of trade unionism was one
of the steps in the transition from military dictatorship to
democracy.

We can, of course, imagine a free society without trade
unions, just as we can imagine a free society without ten-
nis clubs, CAMRA, or English-Spanish bilingual meetup
groups, if there is insufficient demand for them. But the
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right to set up or join an independent trade union must
always be guaranteed, even if it is not actively used.

From a more narrowly economic perspective, trade
unions also have a perfectly legitimate role to play in a
capitalist market economy. It is a completely normal
arrangement in market economies that people with sim-
ilar interests sometimes get together, and pursue their
shared interests jointly, rather than individually. For
example, homeowners may form residents’ associations,
and enter contractual relations with building companies,
as a group, rather than individually. In the same way, a
group of workers may decide that they want to negotiate
aspects of their employment relationships collectively
rather than individually. If all sides of the bargain agree
with this arrangement, and enter it voluntarily, no sup-
porter of free markets could have the slightest objections
to that.

Where, then, does the misperception that free-market-
eers are somehow hostile to trade unions come from?

Two reasons come to mind. Firstly, as mentioned, liber-
als object to special privileges for any group, irrespective of
whether they sympathise with that group or not. At various
points in British history, trade unions have enjoyed exten-
sive privileges, and they arguably still enjoy some of those
today. Where pro-market economists have said seemingly
disparaging things about trade unions, they have done so
in this specific historical context. Their statements should
be read as such — not as a generalised hostility to trade
unionism per se.
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Secondly, while unions are not, in themselves, political
organisations (any more than tennis clubs or CAMRA are),
in practice, unions have often aligned themselves with left-
wing political causes. That is, of course, their right — just as
it would be the right of a tennis club, or of CAMRA, to align
themselves with any political cause they may wish to align
themselves with. But it means that they will sometimes
clash with people who do not agree with that political
cause.

But as Professor Shackleton also shows in this book, it
is not always and everywhere the case that trade unions
are part of the political Left. Historically, there have also
been trade unions of various political persuasions, or none.
There is also a tradition of trade unionism that is, if not
explicitly classically liberal, then at least easily compatible
with classical liberalism. Trade unionists in that tradition
are fiercely protective of their independence, and they are
hostile to state interference in labour markets, because
they fear what might be called a ‘crowding-out’ effect. If
employment relations are increasingly shaped by govern-
ment legislation — who needs trade unions?

This strand of trade unionism seems to have gone ex-
tinctin Britain. But the insight that government action can
crowd out trade unions remains relevant, and in a reverse
conclusion, this also means that a weakening of the trade
union movement may well be undesirable from a liberal
perspective. Where trade unions recede, the space they
vacate is not necessarily filled by voluntary free market
arrangements. It is just as likely to be filled by even more
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government regulation, and even more government inter-
ference in economic life.

But while this book is not - and, for the reasons de-
scribed above, could not be - an ‘anti-union’ book or an
exercise in ‘union-bashing’, trade unionists and their
sympathisers will, of course, still find plenty in it to take
issue with. Professor Shackleton is immune to the trade
union romanticism that continues to dominate large
sections of the political Left, where perceptions remain
stuck in the days of Arthur Scargill and the Miners’
Strike. Union romantics still associate trade unionism
with coalminers and steel workers, when in 2020s Britain,
a trade union member is far more likely to be a relatively
well-paid white-collar public sector employee. Professor
Shackleton also shows that some of the economic ben-
efits often ascribed to trade unionism are overstated or
non-existent, or may exist in a narrow sense, but are off-
set by less visible costs elsewhere. He shows that contrary
to fashionable opinion, the long-term decline in trade
unionism is not the result of a class war waged against
them, but simply a result of changes in the composition
of the economy. It is not unique to Britain, and it is not
easily amenable to legislative changes.

Allin all, this book offers an account of the history and
economics of trade unionism which is often critical and
unsentimental, but never hostile, and not at all unsympa-
thetic. I hope that trade union members will read it in that
spirit.

The views expressed in this monograph are, asin all IEA
publications, those of the author alone and not those of
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the Institute (which has no corporate view), its managing
trustees, Academic Advisory Council members or senior
staff. With some exceptions, such as with the publication
of lectures, all IEA monographs are blind peer-reviewed by
at least two academics or researchers who are experts in

the field.

KRISTIAN NIEMIETZ
Editorial Director and Head of Political Economy,

Institute of Economic Affairs
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SUMMARY

Recent long-running and disruptive strike action has
revived interest in a trade union movement which has
been in long-term decline.

Economists have always been in two minds about
unions, seeing them as a possible countervailing
power to over-powerful employers but also potentially
using monopoly powers to distort labour markets.
British trade unions have a long history; for many
years their legal status was shaky and it was not until
1871 that members were free from the possibility of
criminal prosecution and 1906 before union funds
were safe from claims for damages for strike action.
In the twentieth century two world wars led to the
role of unions being enhanced and after the second
war becoming an increasingly accepted part of the
economic and political establishment.

The post-war years, however, led to an arguably
excessive growth in union power and influence that
created problems for the UK economy and sometimes
involved an unacceptable degree of coercion and
disorder.

Successive governments in the 1960s and 1970s
attempted unsuccessfully to reform industrial
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relations, with widespread strike action in the late
1970s culminating in the Winter of Discontent.

Under Margaret Thatcher and John Major, militant
trade unions were taken on and successive pieces of
legislation clipped back their ability to disrupt the
economy.

Since then, there has been a long period of decline

in union membership and the coverage of collective
bargaining. This is not, however, unique to the UK,
suggesting ‘anti-union’ legislation cannot be the only
explanation.

Today’s union membership is very different from that
in the past, with women now outnumbering men and
with concentrations of union strength among well-
qualified employees in the public sector or privatised
industries which were once nationalised.

Union membership still carries a wage premium and
members also enjoy other employment advantages,
but these advantages have been declining as across-
the-board employment regulation has proliferated,
supporting non-union as well as union workers.
Unionised businesses display slow productivity growth
and employment in non-unionised businesses grows
faster.

Strikes are now concentrated in the public sector, and
they are aimed at inconveniencing the public in the
belief that this is the best way to pressure governments
to concede improvements in pay and conditions.
There is unlikely to be a spontaneous revival in

union membership, and attempts by government to
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encourage such a revival are not an effective vehicle for
pursuing ‘economic justice’.

e While unions have a legitimate role in the economy

and civil society, serious disruptions to parts of the
public sector where the citizen has no effective choice
and where there is potential damage to health, safety
and important government functions, may call for
some restrictions.

Governments in other comparable countries make
use of compulsory arbitration and strike bans in some
important public services. If we were to see a return to
continuing costly disruption on the lines of the 1970s,
these options might have to be explored even by a
Labour government.
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1 WHAT UNIONS ARE AND WHAT THEY DO

It is a basic problem of the place of trade unionism in
society that those who view the union from within can
genuinely and passionately perceive it so differently from
those who view it from without.

Phelps Brown (1983: 48)

Henry Phelps Brown was on the money, and his words are
as relevant today as they were four decades ago. People in
unions taking strike action to restore or improve their liv-
ing standards will always have a very different perspective
from a general public who may be inconvenienced or dam-
aged by strike action, but are not as intimately involved.
Both, in turn, may differ from the view taken by politicians,
economists, and others with a professional interest in how
labour markets work.

The recovery of the economy after Covid lockdowns,
coupled with rising inflation, was associated with a revival
of trade union militancy and a spate of strikes from the
spring of 2022 onwards. Those on strike at one time or an-
other over the following 18 months included junior doctors,
nurses, railway workers, barristers, schoolteachers, uni-
versity lecturers, Border Force officials, offshore workers,
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Royal Mail posties, civil servants, refuse workers, dock
workers, airport staff, ambulance drivers, and many more.
This led some commentators to suggest that we were fac-
ingarerun of thelate 1970s, when apparently never-ending
strikes destroyed the economic policy of the Labour gov-
ernment, culminating in the ‘winter of discontent’.

Unions had never gone away, but for many years they
had been in decline, losing membership - particularly in
the private sector and among younger workers - and polit-
ical influence. Their bargaining power reduced, they rare-
ly hit the headlines and the nightly news in the way that
they had done 40 or 50 years ago, when union leaders were
nationally known figures, regularly traipsing into Down-
ing Street for crisis meetings, beer and sandwiches.! Will
a rediscovery of militancy mean a revival of trade union
power and influence, particularly with a new Labour gov-
ernment? We shall see.

Few of today’s digital journalists were around in the
unions’” heyday, and often know precious little about the
issues or the people involved. Nor do most of the general
public. Yet the activists occupying the higher reaches of
trade unions are often steeped in the history of the labour
movement, and see today’s disputes as the continuation of
many generations of struggle.

1 Thisis not just a figure of speech. Beer and sandwiches began in Downing
Street late on 12 February 1966, when Prime Minister Harold Wilson was
negotiating with the National Union of Railwaymen over a threatened
strike. Mary Wilson organised the sandwiches, borrowing bread from the
Chancellor of the Exchequer next door as Number 10 Downing Street had
run out (Wilson 1971: 275).
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My intention in this small book is primarily to improve
understanding of Britain’s unions, what they do, their eco-
nomic effects, strengths and weaknesses, and the position
they continue to occupy in the political economy of the na-
tion. And, with union actions now apparently back square-
ly in the political frame, I also offer some ideas about the
choices which politicians face in dealing with revived
union militancy.

What is a union?

Trade or labour unions exist in most countries. Although
they have many elements in common with unions else-
where, UK unions have a distinct history, philosophy and
organisational structure. So we have to begin by clarifying
what is meant by a trade union in the UK context.

A union in this country is an independent membership
body, financed by its members, who are mainly in employ-
ment.? It is not a staff association or an exclusive profes-
sional body. Nor is it in itself a political organisation. To be
registered by the government’s Certification Officer, and
hence obtain some important legal privileges, ‘its princi-
pal purposes must include the collective regulation of re-
lations with employers’ (Certification Officer 2020). Its pri-
mary objective is to raise the living standards of members

2 Individuals may retain membership if they are retired, unemployed or
otherwise out of the workforce. This is one of the reasons why membership
figures reported to the Certification Officer will differ from those calcu-
lated from the Labour Force Survey, which estimates numbers of union
members who are in employment.
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through negotiating pay increases and improvements in
working conditions. Many negotiations involve relatively
harmonious discussions leading to a mutually satisfactory
outcome. But they can also involve unions pressuring em-
ployers by withdrawing labour through strikes, working to
rule, overtime bans and other forms of ‘industrial action’.
A union may also have other functions, such as admin-
istering welfare and pension schemes, and offering legal
and financial advice and assistance. They can also pursue
political objectives, using a levy on members to support
campaigns or political parties.* Most of the discussion here
will, however, necessarily concentrate on ‘collective bar-
gaining’, the term first used by Beatrice Webb* in the late
nineteenth century to describe unions’ central function.

Union immunity and the ‘right to strike’

Registration is necessary to give a union legal protections
and rights. Think about it: by organising strike action,
unions are calling on members to break their contracts
of employment. In common law jurisdictions - Australia

3 At the 2019 general election, for example, unions contributed just over
£5 million of the £5.4 million registered donations to the Labour Party.

4 Beatrice and her husband Sidney were the first great historians of the la-
bour movement. Sidney Webb (subsequently Lord Passfield) was a founder
of the London School of Economics and later a member of two Labour gov-
ernments in the 1920s and 1930s. The high-minded couple visited the early
Soviet Union and became eager propagandists for what they regarded as ‘a
new civilisation’ (Niemietz 2019: 63-69). It was certainly new, though not
much of a civilisation. The Webbs were oblivious as late as the 1940s to the
atrocities perpetrated by the Bolsheviks.
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(McCrystal 2019: 131) is another example - this constitutes
a tort, an action harming another party (the employer
most obviously, but also customers, clients and the wider
public). It therefore potentially gives rise to a civil case for
damages - just as it would if a company broke its contract
with a supplier or a client.

In some countries there is a legally guaranteed right to
strike’. In France, paragraph 7 of the preamble to the 1946
constitution, later incorporated into the 1958 constitution,
sets this out. In Spain, Article 28.2 of the 1978 constitution
offers the same guarantee. In the US, Sections 7 and 13 of
the 1935 National Labor Relations Act give the right to
strike in pursuit of collective bargaining objectives.

It is often pointed out that there is no such right in
this country. However, unions have, since the 1906 Trade
Disputes Act, been granted immunity from legal liability
for damages so long as the decision to strike meets various
criteria.’ These have been varied from time to time, most
recently in the Strikes (Minimum Service Levels) Act 2023.

The action has to be in furtherance of a trade dispute,
and it must be agreed by a formal paper-based postal bal-
lot which is externally monitored. It must be directed at
the employees’ direct employer and not be a ‘secondary’
dispute in support of another group, must be notified to
the employer in a timely manner, and cannot be under-
taken to support an individual dismissed during unofficial
industrial action. In addition, the 2016 Trade Union Act

5 The UKis not alone in qualifying the circumstances in which strike action
is legitimate. France, Spain, the US and many other countries place condi-
tions on legitimate strike action.
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added some further conditions for a valid strike ballot, in-
cluding a requirement that 50% of relevant members must
vote in the ballot, while for workers in important services®
the strike must have the support of at least 40% of those
entitled to vote.

Unions do not simply negotiate pay and conditions for
the relevant bargaining unit (including, incidentally, non-
members). They also help individuals settle grievances, their
officers accompany members to disciplinary hearings and
support them at employment tribunals where they may
be pursuing claims for unfair dismissal, discrimination or
other breaches of employment law.

Where a union is formally recognised by employers
(which may be a voluntary arrangement or, if the organisa-
tion employs at least 21 workers, determined by a decision
ofabody called the Central Arbitration Committee’), it will
negotiate over pay and conditions, but also has a number
of legal rights. These include the right to information and
consultation over changes at work such as redundancies,
and over health and safety. Workplace representatives of
recognised unions are allowed paid time off for impor-
tant activities such as negotiating changes to working

6 These services are health, education, fire, transport, nuclear decommis-
sioning and border security.

7 'This is a government tribunal, under the aegis of the Department for
Business and Trade. It originally had a wide range of responsibilities
(Gouldstone and Morris 2006) but now focuses on union recognition (and
derecognition). Since 1998 a union can apply to the Committee for recog-
nition, claiming that at least 50% of those in the relevant ‘bargaining unit’
want union recognition. The CAC can award recognition on the basis of
evidence presented by the union, or by holding a ballot.
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conditions and accompanying members at disciplinary or
grievance meetings.®

These rights and immunities were not created all at
once. As the next chapters show, they are the product of
more than two centuries of activism by unionists, resist-
ance by employers and frequently changing government
policies. Many aspects of current industrial relations law
are still contentious, and will likely remain so. The recent
rash of strikes provoked some Conservative politicians to
demand tighter restrictions on the conditions under which
strike action is permitted. On the other hand, the Labour
Party has indicated that, on returning to power, it will re-
peal some Conservative trade union legislation, making it
easier to take industrial action and encouraging a revival
of union membership.

As F. A. Hayek pointed out many years ago, the most
fundamental aspect of trade union law is this ability to
strike with statutory immunity from civil action. The im-
munity may have been redefined on multiple occasions,
but it remains a key element of union power.” While the
ability to strike remains widely accepted, there are both
classical liberal and pragmatic grounds for keeping it
constantly under review. Even the principle is not beyond
challenge. For some classical liberals (for example, Epstein

8 https://www.gov.uk/rights-of-trade-union-reps

9 Unions can also use political clout arising from organised workers to press
politicians, at local and national level, to make decisions favourable to
their interests. Organised representation by police and prison officers, des-
pite not allowed to strike, can still be influential - especially when the law
gives them the right to be consulted over matters such as health and safety
and redundancies.
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1984, 2012, 2013), the protected legal status of unions is an
unjustifiable interference with freedom of contract, free-
dom of association and property rights.

Hayek (1960: ch. 18) observed that protection against li-
ability for damages gives unions a degree of power to coerce
employers - and sometimes also unwilling employees. In
this view, unions act as a sort of monopoly supplier of labour,
and like all monopolies this can have a pernicious effect on
the economy. Immunity may enable powerful unions to
impose a pattern of wages and other conditions which can
be economically inefficient, damage productivity, create
unemployment, facilitate inflation and ultimately pose a
significant threat to individual liberty. In a famous letter to
The Times in 1977, Hayek wrote that ‘there is no salvation
for Britain until the special privileges granted to the trade
unions by the Trade Disputes Act of 1906 are revoked’.

Why do people join unions?

But just how does a union acquire sufficient power to
induce employers to alter the pay and conditions of em-
ployment they would otherwise choose to offer? And,
more fundamentally, how does a union even get started?
The historical development of British unions is described
in the next chapter. However, it is also worth considering
union formation in more abstract terms. Economists have
devoted some attention to this: it is not self-evident.

In a trivial sense, people who voluntarily join unions
do so because they expect the benefits to exceed the costs.
Some people join unions because they are committed to
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an all-consuming political struggle; in economists’ terms
they gain ‘utility’ directly from this involvement. British
unions have rarely been short of left-wing activists whose
objectives go beyond improving their own pay and con-
ditions to seek fundamental changes in the economic
system. But the bulk of members have always been much
more instrumental in signing up to a union. They must be
expecting that the costs they incur - primarily financial
in modern conditions' - will be more than covered by the
returns to collective action.

But thinking about these returns raises questions. First,
in order for unions to be able to secure higher pay from
private sector' employers, these employers must them-
selves possess some degree of market power which enables
them to be making ‘rents’ or supernormal profits - that is,
profits greater than those which just allow them to stay
in business. Otherwise, any higher pay unions obtained
would be short-lived. A successful union is, in effect, redis-
tributing rents from shareholders to employees. We would
not expect unions to be able to secure significantly higher
pay from small firms in highly competitive markets, such
as local privately owned restaurants, shops, garages or
hairdressers, where rents are close to zero.

10 These are principally the costs of membership fees and the expected costs of
lost pay during strike action. Until comparatively recently, however, union-
ists may also have faced the risk of penalties such as losing their jobs for
being members of a union (now forbidden by law) or, in the nineteenth cen-
tury in particular, the risk of prosecution, fines and possible imprisonment.

11 The public sector is a different matter, as government-funded employment

is not subject to market discipline in this way. This is discussed in a later
chapter.
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Second is another fundamental difficulty for unionism:
the fact that the benefits from successful union action are
collective rather than purely private gains.

In his influential book 7xe Logic of Collective Action, the
American economist Mancur Olson (1965) argued that de-
sirable collective action, including union action, resembles
the ‘public good’ which was defined in the 1950s by Paul
Samuelson (1954) and Richard Musgrave (1959). Collective
goods, like public goods, are non-rival and non-excludable.
A union-negotiated wage increase benefits all employees in
a group - thus non-rival - and it is non-excludable because
allowing some workers to be paid less would undermine
the union’s bargaining position. Thus, union pay settle-
ments are typically paid to all workers in a group, whether
union members or not. This gives rise to the classic ‘free
rider’ problem, where an employee can take the benefits
of collective action without incurring the costs. Too many
free riders, and your union will not get off the ground.

For Olson and later analysts, any successful collective
action - such as the formation of a union - is unlikely to
happen in the absence of two conditions (Willman et al.
2020: 250). The first condition is the provision of ‘selective
incentives: private benefits to members which are not
available to non-members. The early trade unions, as the
next chapter indicates, were often built on ‘friendly soci-
eties’, simple informal mutual associations providing sup-
port to members in illness or old age.'”” In modern condi-
tions, the state has largely taken over such responsibilities.

12 Hayek, incidentally, approved of this role for unions.
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However, in addition to the important provision of legal®
and practical advice for a member’s grievance or dismissal
problems, unions continue to offer members a range of less
obvious private benefits. The Unite website, for instance,
shows that this union offers a will-writing service, mort-
gage advice, a dental plan, accidental death cover, holiday
offers, savings plans, RAC breakdown cover, travel and car
insurance, and various consumer discounts.

Unions may be able to provide such services cheaply be-
cause they can forge deals with providers, based on scale
economies which are not open to individuals." So in this
story, union collective benefits (improved pay and working
conditions) are a ‘joint product’ with private benefits.

The second, more sinister possibility is the ability to
exercise coercion. Olson (1965: 75) drew attention to
‘compulsory membership and coercive picket lines’. Such
compulsory membership was a feature of the ‘closed shop’
(where you had to be in a relevant union to hold your job),
common in Britain in the 1960s and 1970s though now il-
legal. This practice only became widespread after unions
were already powerful, and then only in a section of the
labour market. But it had its roots long before. There are
records in the National Archives (2019) of an 1820 legal
case where Samuel Starling, a maker of ladies’ shoes, lost

13 Union officials often know more about the law than employers, particularly
in smaller businesses.

14 As Booth (1985) points out, in theory, a business could package all these
benefits and sell them, without the collective benefit (which is costly to
provide), at a lower price than union dues. Perhaps, though, union mem-
bers have a demographic which is more attractive to providers of these
services than would be achieved by offering them in an open market.

11
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his job after falling behind with his subscriptions to a soci-
ety of Journeyman Shoemakers. His fellow workers told the
employer they would not work with him, so the employer
dismissed him.

More will be said on this sort of overt coercion later in
the book. More subtle, perhaps, is the social pressure which
groups can exercise, particularly if you live in isolated areas
where a particular employer dominates — for example in the
mining villages of the nineteenth and twentieth centuries.
Booth (1985) developed a formal model of such pressures,
where individuals gained utility from their reputation - of
being part of the collective rather than a ‘scab’, who dares to
undermine a strike by continuing to work.

Perhaps coercion is rather too strong a term for what
is a common human impulse. In any community there
are inevitably demonstration effects in everything from
consumer choice to religious observance to membership
of a political party. This is not usually seen as coercion
or oppression, and nor is union membership in most cir-
cumstances. In the past, such membership was often the
norm, which new workers accepted without thinking, just
as they might have gone to church on Sunday. With social
change and greater population diversity, however, this is
not necessarily the case anymore. It may take specific ac-
tion to stimulate willingness to join.

An interesting take on this is provided by Hodder et al.
(2017). These authors review possible factors influencing
unionisation; these include the resources unions devote
to recruitment, the sense of injustice workers may feel at
current pay and conditions, the belief that unions can be



WHAT UNIONS ARE AND WHAT THEY DO

effective in securing improvements, and pro-union social
norms. They argue that these factors will be enhanced dur-
ing periods when unions are organising strike action.

Using data from a large civil service union with a re-
cord of frequent strike action over a seven-year period,
they find (after controlling for other possible determinants
of membership) that in months where there is strike action,
membership rises. Recruitment increases, while the num-
ber of ‘leavers’ falls. While it’s a popular assumption that
greater unionisation leads to more strikes, the causation
may also run in the opposite direction. Certainly, there are
historical instances where we can point to such an effect.
Itis yet to be seen whether recent increases in strike action
lead to a significant upturn in union membership.

Union objectives

There is a long tradition of seeing workers as fundamen-
tally disadvantaged' in the labour market. In the context
of disputes between workers and employers, Adam Smith
(1776: ch. 8) wrote:

It is not, however, difficult to foresee which of the two
parties must, upon all ordinary occasions, have the
advantage in the dispute, and force the other into a
compliance with their terms. The masters, being fewer
in number, can combine much more easily; and the law,
besides, authorizes, or at least does not prohibit their

15 For a contrary view, see Epstein (1984).
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combinations, while it prohibits those of the workmen.
We have no acts of parliament against combining to
lower the price of work; but many against combining
to raise it. In all such disputes the masters can hold out
much longer ... In the long run the workman may be as
necessary to his master as his master is to him; but the
necessity is not so immediate.

Not everybody would agree with Smith’s analysis. Hutt
(1954: 44-55), for example, points out that the evidence for
employer combinations, certainly in Smith’s time and for
most of the nineteenth century, is thin on the ground.
Nowadays the argument is not so much based on em-
ployer collusion, but rather in terms of particular employ-
ers possessing a degree of monopsony power. A pure mon-
opsony, the term introduced by Joan Robinson (1933), is a

‘single buyer’. In the labour market it means an extreme

position where there is only one employer in the relevant
part of the market, and workers have to take the wage they
are offered because they have no alternative employment
possibility. This wage is lower than that which would ob-
tain if there were competition for labour. Figure 1 is the
standard textbook diagram illustrating such a situation.
If there were many employers competing for workers,
the wage (W) and employment (Q,) would be determined
by the intersection of demand and supply curves. If we
have a monopsony, the demand curve, determined by the
marginal revenue product of labour'® (MRP) represents the

16 The addition to total revenue generated by employing one extra unit of
labour.
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single employer’s demand. The supply curve now shows the
employer’s average cost of employing labour (AC; ). As this
is rising with increases in employment, the cost of each
extra unit of employment must be greater than the aver-
age cost, so the curve showing the marginal cost of labour
(MC, ) lies above the supply curve.

Figure 1 Monopsonyin alabour market
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The monopsony employer maximises profits by employ-
ing up to the level where the MC; is just equal to its MRP.
The MC; and MRP curves cross at employment Q,,. At this
employment level, the employer will pay a wage of W,
which we read off from the supply curve. This wage is less
than labour’s MRP, and is less than the competitive wage
(W) would have been. The employer makes supernormal
profits as a consequence, something most conventional
economists would see as a form of market failure.

15
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The implication is that in these circumstances, the
introduction of a powerful union could act as a counter-
vailing power against the employer, and raise both wages
and employment. This could bring this part of the labour
market closer to what a competitive outcome would have
been. As Dodini et al. (2021: 2) put it:

[Ulnions may be able to correct an existing market
failure by counter-balancing the monopsony power of
employers, raising wages and pushing ... closer to the
competitive equilibrium, ultimately generating a more
efficient allocation of resources conducive to higher eco-

nomic growth.

It is debatable how significant monopsony in labour
markets can be in modern conditions. Many economists
believed until recently that globalisation and increased
competition had made monopsony, in the private sector at
least,"” a thing of the past. Some recent research (Sorensen
2017; Abel et al. 2018) has suggested, however, that it may
be more common than was thought.

If one of the attractions of the monopsony model for
academic supporters of trade unionism, such as Alan
Manning (2003), is that it suggests union power can have a
positive effect on the economy by pushing wages and em-
ployment closer to competitive levels, another is that union
workers’ wage gains come at the expense of supernormal

17 However, something approaching monopsony may exist in parts of the
public sector. The National Health Service, for example, is the employer of
avery large proportion of some types of medical personnel.
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profits. This may seem to obviate concern that there is any
necessary trade-off between higher pay and employment.

But in the absence of monopsony, union negotiators
face the reality that significantly higher wages will prob-
ably mean fewer jobs. There is no simple understanding of
how they handle such a situation. In a democratic union,
some workers will push for higher wages and ignore the
risk that they might lose their jobs — while others are likely
to be more cautious. Many economists have assumed that
the preferences of the ‘median voter’ - probably a relatively
senior employee - will dominate, and have speculated on
their attitude to risk. Others disagree that ordinary union
members have much influence. They point out that, on
the one hand, union officials may be able to impose their
own, possibly rather conservative,'® preferences, while at
the other extreme, the union’s strategy may be seized by
militants pursuing a radical political agenda.

Whatever the case, a mainstream approach assumes
that the union’s preferences, however determined, can
be represented by indifference curves, as in Figure 2. All
points along a curve, representing different combinations
of wage rate and unemployment, give the same level of util-
ity. The union aims to be on the highest possible indiffer-
ence curve, representing the highest level of utility. In this
diagram, the labour demand curve serves as a constraint
facing union negotiators. The competitive market wage,
in the absence of union activity, is Wp. The union prefers

18 Officials, with a better understanding of market conditions and a wish to
maintain membership numbers, may not want to risk jobs by excessive
wage demands.
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W,, which is on a higher indifference curve. This involves
a lower level of employment (E,,) than would otherwise be
the case (Ep).

Figure 2 The union trade-off
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If the union has an effective monopoly on the supply of
a particular type of labour and can achieve its preferred
outcome, this model suggests that there is in conse-
quence a lower level of employment and output, and that
some workers are shifted into lower-productivity (and
lower-paid) non-union jobs. This displacement of labour
and distortion of the wage structure is a key element in
economists’ concern that union power reduces economic
efficiency. The extent of this effect will depend on the wage
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elasticity of demand for labour, a topic first explored by
Alfred Marshall (1920: 319-20) and further explored by
Sir John Hicks (1963: 241-46). While critics of unions have
asserted for many years that this distortion seriously dam-
ages the economy, others, such as Milton Friedman (1962:
123-24) have been less certain.

Figure 3 Being off the demand curve can
create an ‘efficient contract’
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Source: Adapted from Borjas (2013).

The thinking behind Figure 2 assumes that unions are
able to impose a wage as a result of their quasi-monopoly
power, and the employer simply reacts to this by setting
the (reduced) level of employment. This is often referred to
as a right to manage’ model: the union is only interested in
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pay, and leaves management free to set hours and/or num-
bers of employees. However, a more sophisticated analysis,
as shown in Figure 3, qualifies this argument. It suggests
that negotiation over employment as well as pay between
a monopoly union and the employer could lead to an ‘off-
the-demand-curve’ solution which would be preferred by
at least one of the parties.

Here curves U* to U, are indifference curves represent-
ing the preferences of union decision-makers between
combinations of wage and employment. The curves n* to
n, are isoprofit curves showing combinations of wage rate
and employment which will give the same level of profit.
The firm wants to be on the lowest possible isoprofit curve
as this represents the highest level of profit.

At the competitive wage wy, the firm makes maximum
profit. But the union is on the low indifference curve U* If
it is powerful, it can push the wage up to W,; where indif-
ference curve U, is tangential to the demand curve, as in
Figure 2. It is better off than at the initial position. How-
ever, it could do still better if it could get the firm to move
off the demand curve to a position such as R. This is on
a higher indifference curve, Ug, and the union would be
better off — while the firm, still on isoprofit curve n,;, is no
worse off. Alternatively, the firm could try to persuade the
union to move to position Q. The union is no worse off than
at M, but the firm is on a lower isoprofit curve (i.e. makes
a higher profit).

All the possible ‘efficient bargains’ are traced out by the
line PZ, which is termed the contract curve. The limits are
at Z (at a level of profit n,, below which the firm would go
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out of business) and P (at which the union would be no bet-
ter off than at the market wage rate). Where exactly on the
contract curve the bargaining parties end up is unclear.
There is a considerable literature on this question, but
as Borjas (2013: 437) puts it, ‘there is no widely accepted
model of the collective bargaining process showing how a
particular point on the contract curve is chosen’.

Although the outcomes cannot be predicted, if the
contract curve looks like that in Figure 3, any point be-
tween P and Z will mean that employment is higher than
the competitive level or, to put it differently, there will be
overstaffing, another aspect of the inefficient allocation of
labour.” The bargain reached may be an ‘efficient contract’
in that a move to a different position will make either the
union, or the firm, or both, worse off. But it is not efficient
from a wider perspective.

Which of these approaches - the Tight to manage’ or
the ‘efficient contract’ models - is most plausible? Recent
research in the UK has rarely examined this explicitly.
However, a paper (Fanfani 2023) covering Italian collective
bargaining from 2006 to 2016, is suggestive. The author
finds that (ibid.: 17)

collective bargaining has a positive influence on wages
and a considerable negative effect on employment ... neg-
ative employment effects were prevalent among young

19 Unless the shape of the isoprofit and indifference curves is such that the
contract curve is vertical. In this case employment will be at the socially
optimal level and all union gains will be at the expense of supernormal
profits.
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workers, fixed-term contracts, those currently unem-
ployed, and relatively less efficient firms ... Italian col-
lective bargaining seems well characterized by models
where firms set employment according to their labor de-
mand, rather than on an efficient contract ... the stand-
ard Hicks-Marshall theory provides several predictions
consistent with our results.

More will be said about the empirical evidence on the
effects of unions in a later chapter. But having sketched
some of economists’ ideas about unions, we now turn to
the historical development of union power in Britain.



2 TRADE UNIONS IN BRITAIN: FROM EARLY
YEARS TO THE MID TWENTIETH CENTURY

In the previous chapter the formation and objectives of
trade unions were discussed in the abstract. But unions in
twenty-first-century Britain, and their often antagonistic
relationship with employers and the government, have
not just arrived here in Doctor Who's Tardis. They cannot
be understood without some grasp of their historical de-
velopment. Struggles and confrontations of the past, and
the stories told about them, still inform today’s attitudes,
and continue to cast long shadows. In this chapter I aim to
outline the key features of the early development of British
trade unionism and its legal implications.

Trade unions have a history in this country stretching
back, at least in rudimentary form, to the seventeenth cen-
tury. Notice that word ‘trade’, which indicates early unions’
origins among workers in particular crafts or trades.' The
label ‘union’ was not widely used at first; groupings of
workers defending their interests and seeking increases

1 For example, organised workers were active in the printing and papermak-
ing trades in the second half of the eighteenth century. In 1786, 24 London
bookbinders were prosecuted for conspiracy after striking for a reduction
in the 14-hour day (Burke and Field 2023).
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in pay and improvements in conditions were most often
referred to as ‘combinations’, particularly by their critics.
Their legal status had been perilous from the start. Some
groups of workers sought to disguise their intentions by the
formation of those innocuous-sounding ‘friendly societies’
mentioned earlier — legally permitted mutual associations
which offered their members informal contribution-based
insurance against illness and unemployment, or provided
burial expenses.”

The Combination Acts

Combinations, whether of workers or employers, were
long anathematised as a restraint on trade, distorting
markets. But it was workers who were most at risk from
the law. In the course of the eighteenth century several
Acts of Parliament sought to ban combinations of work-
men in particular trades and occupations (Orth 1987).
Where there was no specific legislation, common law
offences such as conspiracy could be used to penalise
workers who might be fined, jailed or even transported
to the colonies.

Following the French Revolution in the late eighteenth
century, and during the subsequent Napoleonic Wars, fears
of internal subversion and possible imitation of France’s

2 ‘“Workers combining for wage bargaining purposes, which were of doubtful
legality, could use the organisation of a friendly society as a legal mask for
their activities’ (Pelling 1992: 11). It was a flimsy protection: the Tolpuddle
Martyrs, Dorset farm workers convicted of swearing an illegal oath and
transported to Australia in the 1830s, were members of the Friendly Soci-
ety of Agricultural Labourers.
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revolutionary terror led to the imposition of general laws
against combinations.

The 1799 ‘Act to prevent Unlawful Combinations of
Workmen’ consolidated legislation in particular trades
into an across-the-board ban on combinations. It was
quickly superseded by the 1800 Act, which allowed for
arbitrators to settle disputes, failing which employers and
workers might appeal to a magistrate, but maintained
prison sentences for breaches of the law.?

Despite the new legislation, groups of workers con-
tinued to engage in collective action, sometimes linked
to underground political movements. Prosecutions were
occasionally brought under the new Acts, but more often
conspiracy charges or other pre-existing laws were invoked.

The Combination Acts became the object of consider-
able opposition from workers and radicals, but also from
campaigning Parliamentarians such as Joseph Hume and
Sir Francis Burdett, and economists such as J. R. McCull-
och (Grampp 1979; Fetter 1980: 65; Hupfel 2022). In 1824
the laws were repealed, but this was rapidly followed by a
rash of strikes. Several petitions then called on the politi-
cians torestore the status quo ante. Parliament had second
thoughts, and in 1825 a new Combinations of Workmen
Act was passed. Rather less harsh than the earlier laws,
this new legislation at least now permitted nascent unions
to bargain over wages and conditions although it still al-
lowed strikers to be prosecuted for criminal conspiracy,
including picketing.

3 Thelaw also forbade combinations of employers, but I have not been able to
trace any cases where this aspect of the legislation was invoked.
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The Victorian age

As the scale of industry grew, with the development of large

factories, concentrations of workers and concomitant profits,
the possibilities for effective unions increased. Already by
the 1820s and 1830s, attempts were being made to form na-
tional general unions. One such was the Operative Builders

Union (a federation of seven building unions with strengths

in London, Birmingham, Manchester, Liverpool and New-
castle). A better-known example was Robert Owen’s Grand

National Consolidated Union (founded in 1834), which at-
tracted early socialists and took a strong political line. But

these unions did not last. Attempts to broaden unionism at

this time were to some extent overshadowed by Chartism,
the great working-class movement for political reform. The

demands of the People’s Charter were for manhood suffrage,
equal electoral districts,' voting by ballot, annual parlia-
ments, abolition of property qualifications to become a

member of Parliament, and payment for MPs.

Despite their uncertain legal position and many organ-
isational difficulties, unions were to make great progress
during the long reign of Queen Victoria. By mid century,
craft-based organisations, christened the ‘new model’
unions by Sidney and Beatrice Webb (1920: ch. 4), had
achieved a considerable degree of respectability. These out-
fits represented a single craft (the Amalgamated Society of
Engineers, the Amalgamated Society of Carpenters) and

4 At that time, some emerging industrial districts where unionism was de-
veloping - such as Birmingham - had no Parliamentary representation.



TRADE UNIONS IN BRITAIN

were for skilled workers who emerged from a time-served
apprenticeship, had a scarcity value, and maintained pay
differentials with demarcation from unskilled workers.

Craft workers such as these were already reasonably
well-paid by the standards of the time. This meant that
their unions could charge meaningful membership sub-
scriptions and support full-time officials — and even prem-
ises in London, where they sought to influence Parliament.
They had formal branch structures and took a long-term
view, aiming to avoid unnecessary strikes and hostility
between workers and employers. Their officials began to
meet on a regular basis and their meetings eventually gave
rise to the London Trades Council® and later the Trades
Union Congress (TUC), founded in 1868.

A number of legislative interventions improved the
position of unions during this period, including the 1855
Friendly Society Act (giving legal protection to benefit
funds) and the 1859 Molestation of Workmen Act (which
legitimised peaceful picketing®).

Their status was further enhanced as a consequence of
the Royal Commission on Trade Unions, set up in 1867 by
Lord Derby’s Conservatives in response to the ‘Sheffield

5 Trades councils are local bodies bringing together unionists from differ-
ent industries to campaign over issues affecting workers. There are still
around 150 trades councils in England and Wales (TUC 2019).

6 DPicketing involves striking workers (and sympathisers) gathering outside
a place of work to discourage non-strikers from entering, and to advertise
their grievance more widely. In the nineteenth century its legal status was
doubtful, while mass picketing (often involving violence or the threat of
violence) was banned after the 1926 general strike, legalised after World
WarIl, and then banned again after the events of the 1970s and 1980s.
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Outrages’. Downing (2013: 162) describes these as ‘a series
of high-profile violent attacks by workmen in the Sheffield
light metal trades on fellow workers and employers.’ This
reminds us that the respectability of the new model unions
coexisted with darker, more desperate, worker activism.
The secretary of the Sawgrinders Union, for example, is
said to have evaded prosecution despite admitting the so-
licitation of an employer’s murder. Today, a hipster bar in
Sheffield keeps the union’s name alive.

Although the Royal Commission’s majority verdict was
against decriminalising union activity, the minority re-
port’s proposals were in favour. And it was these minority
proposals which were to be taken up by the Liberals when
they returned to power and produced the Trade Union Act
of 1871. This clarified unions’ legal position, supposedly
freeing members from the possibility of criminal prosecu-
tion and protecting their funds.

However, ambiguity in the Act, plus conflicting legisla-
tion on picketing passed in the same year, led to further
legal changes. This time it was the Conservatives, back in
office under the more worker-friendly Benjamin Disraeli,
whose 1875 Employers and Workmen Act began to replace
the old ‘Master and Servant™ principle with a formal equal-
ity of status in a contractual relationship.

7 If the Combination Acts were directed against collective action, legisla-
tion such as the Master and Servant Act of 1823 had affected individuals,
specifying prison sentences of up to three months for absconding from
work. It now seems barely credible, but as late as the 1860s there were still
10,000 prosecutions a year under this Act. There was some overlap with
anti-union legislation: union officials could be caught with Master and
Servant Laws as they attempted to organise breaches of contract.
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If the mid-Victorian years saw the rise of a craft-based
unionism, the later nineteenth century was to see the
growth of different types of organisations. Operatives’
unions for semi-skilled workers grew up in such occupa-
tions as mining and textiles in the 1880s, and a little later
came the emergence of the ‘new unions’.

According to the Webbs, this new unionism’, bringing
in mass membership of semi-skilled and unskilled work-
ers, with low union dues and without friendly society ben-
efits, began with the London dock strike of 1889 — though
some, for example Duffy (1961), claim that the movement
began earlier. In any case, the 30,000 members of the Dock,
Wharf, Riverside and General Labourers’ Union won sig-
nificant advances in wages and working conditions.

This kicked off a new era in trade union power and in-
fluence. Union membership of both skilled and unskilled
workers grew rapidly, from around 750,000 (6.2% of em-
ployees) in 1888 to 1,576,000 (13%) in 1892. This trend was
a factor in the establishment of a new Royal Commission
on Labour, which ran from 1891 to 1894. The great econo-
mist Alfred Marshall (Groenewegen 1994) was a member
of this Commission, which, while not making any major
recommendations, nevertheless foreshadowed what later
became industrial relations orthodoxies. Thus it favoured
collective bargaining (‘joint regulation’) of pay and condi-
tions, and rejected interference by the state. For example,
it argued against compulsory arbitration or making col-
lective agreements legally enforceable.

But if the Royal Commission argued for non-interven-
tion (or what later came to be called ‘voluntarism’), other
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developments around the same time nevertheless involved
some important extensions of government regulation. In
1891, for example, the House of Commons passed the first
Fair Wages Resolution.® This required employers working
on government contracts to observe employment condi-
tions at least as good as those agreed in relevant collective
agreements, a first attempt at government wage regula-
tion favouring unions. In 1893 the Railway Regulation Act
restricted working hours on the railways, while 1897 saw
the Workmen’s Compensation Act, a provision copied from
Germany which for the first time gave employees a pre-
scriptive right to medical expenses for industrial injuries.

At roughly the same time, incidentally, employers
began to organise more formally to negotiate with unions
at a national rather than local level. This had the advan-
tage of taking some of the heat out of disputes between
increasingly powerful unions and individual employers,
and also - by setting wage rates across an industry or
sector — tending to protect against low-cost new entrants
(Demougin et al. 2019).

For example, in 1896, the Employers’ Federation of
Engineering Associations was set up, and shortly became
involved in a lengthy dispute with engineering work-
ers, which led to a lockout® by the employers in 1897. The

8 Later Resolutions were passed in 1909 and 1946, before repeal in the 1982
Employment Act.

9 Alockout occurs when an employer or group of employers suspends work,
closes places of employment and refuses to provide employment unless
workers agree to the terms proposed. Lockouts have been relatively rare in
British industrial relations.
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following year, a number of employers’ organisations set
up an Employers Parliamentary Council to counteract the
influence of the TUC." So the late Victorian years were
gradually reshaping the relationship between employees
and employers.

The early twentieth century

The years leading up to World War I were to be marked by
increased industrial unrest and growing union power. But
the new century had begun with a major setback to or-
ganised labour in the form of the Taff Vale judgment, a key
element in the demonology of British industrial relations.

In 1900 the Amalgamated Society of Railway Servants"
went on strike against the Taff Vale Railway company,
seeking higher wages and union recognition. The company
rapidly defeated the strike by importing strikebreakers
from outside, but it pressed on with legal action against the
union. The claim was that the picketing which occurred
violated the Conspiracy and Protection of Property Act of
1875, and damages were sought.

The company won its case and was awarded £23,000
in damages and costs, the equivalent of nearly £4 million
today. The union claimed that, as it was not a legal corpo-
ration, it could not be sued. It appealed and won, but then

10 Although the Council had some initial influence in and around the Taff
Vale case, it did not become a permanent feature of the industrial relations
landscape.

11 This became part of the National Union of Railwaymen, now merged into
the National Union of Rail, Maritime and Transport Workers (the RMT).
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in 1901, the House of Lords upheld the original verdict.
The view was that, if unions could hold property and pay
agents, as they now clearly could, then they were, by the
same token, liable for damages if their acts caused finan-
cial and other costs to other parties. Their precise legal
status was surely an irrelevance.

The effect on unions was stunning. The verdict meant
that, in effect, although the 1870s’ legislation had freed
unions from the threat of criminal prosecution, they were
still liable for civil action. Every time workers went on
strike, their funds (in many cases tied up in friendly soci-
ety welfare commitments) were now at risk. Though few
employers took immediate advantage of the ruling, it was
clear to the unions that it had to be reversed.

Despite the early association of trade unions with the
Liberal Party,”” dissatisfaction with the party’s attitude
towards unionism had already led to the formation of the
Independent Labour Party in 1893, and the Labour Rep-
resentation Committee (LRC) in 1900. Following the Taff
Vale judgment, this movement towards a distinct Labour
identityin Parliament was accelerated. At the 1906 General
Election, LRC candidates won 29 seats (out of a possible
670). These new MPs were a factor in stiffening the resolve
of Henry Campbell-Bannerman’s Liberal government to
produce the definitive legislation — the Trade Disputes Act
of 1906 — which was to give the unions blanket immunity
from civil action for breach of contract.

12 'The first trade unionist standing as a ‘Lib-Lab’ candidate was former shoe-
maker George Odger, in a by-election as early as 1870.
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Although there have been various subsequent modifi-
cations to the 1906 Act, this immunity endures today, and
is what gives unions much of their power and influence. It
was this act, remember, that Hayek was to see as the root
of Britain’s post-war industrial relations problems more
than seventy years later.

But as Brodie (2003: 88) puts it, both the Royal Commis-
sion" set up following Taff Vale and the Trade Disputes Act
1906 were simply ‘exercises in problem-solving’ This was
adhockery, a fudge. No formal ‘right to strike’, such as is
found in many other countries, was created. There was no
attempt to make collective agreements legally enforceable,
or to systematise collective bargaining. For instance, there
were to be few procedural restraints on taking industrial
action until the introduction of formal ballots in the 1980s.
This was a situation which, paradoxically, while giving
union officers a perhaps excessive degree of power, at the
same time could be seen as an invitation to unofficial
action.

As Phelps Brown (1983: 51) points out, the Trade Dis-
putes Act meant that Parliament decided that, uniquely
among all our institutions and procedures, trade unions
and industrial relations should be exempt from regulation
by law’. This principle of ‘voluntarism’ - that the state had
no business interfering in collective bargaining - was to
become an orthodoxy for many years and still has reso-
nance today.

13 This one was the Royal Commission on Trade Disputes and Trade
Combinations.
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The emergence of a Parliamentary Labour Party was
not universally welcomed by trade unionists,' and Liberal
supporter Walter Osborne, of the Amalgamated Society
of Railway Servants, brought a case against his union for
using a political levy to support it (Moher 2009). Although
his initial case failed, the House of Lords upheld his action
in 1909. The Osborne judgement proved nearly as contro-
versial as the Taff Vale verdict, but was eventually reversed
by the Trade Union Act 1913. This Act legalised the polit-
ical levy, but required unions to ballot their members to
ratify funding, and to allow individuals to opt out of con-
tributions. Although the rules were tightened under the
Thatcher government of the 1980s, this remains the case
today.

Parliamentary activity took place against a background
of rising union militancy. Membership doubled from
2 million in 1905 to more than 4 million at the outbreak
of World War I'in 1914. From 1911 to 1914, there were more
than 3,000 strikes — over 1,200 of these in 1913 alone. This
period unsurprisingly became known as the ‘Great Unrest’.

Although many industries were affected, most action
was to be found among semi-skilled coal miners, textile
workers, dock and transport workers. Much of this action
was on a national scale. For example, 1911 saw the first
nationwide railway workers’ strike, while in the same year,

14 Other parties also made a play for support from trade unionists. For ex-
ample, Andrew Bonar Law, later the Conservative Prime Minister, sup-
ported the Osborne judgement but favoured the payment of MPs, so that
the influence of unions on Labour members ‘would be destroyed’ (Wrigley
2009: 63).
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the National Sailors’ and Firemen’s Union was able to co-
ordinate action in many port cities around the country. In
the following year the miners’ strike became the first to
close pits across the country.

As so often in our economic history, the proximate force
behind all this militancy seems to have been falling real
wages. However, many union activists were also strongly
influenced by syndicalist thinking during this period - the
strategy being to build union confederations to weaken
and eventually dispossess capitalist employers and for the
workers subsequently to run industries.

Syndicalism, an import from the French labour move-
ment, was influential in mining and transport, and was
associated with the formation in early 1914 of the Triple
Alliance of the Miners Federation of Great Britain, the
National Union of Railwaymen, and the National Trans-
port Workers Federation (which covered dockers, seamen,
tramworkers and road vehicle workers). This alliance
seemed to threaten an unprecedented level of joint action,
but this was forestalled by the start of the Great War in
August of the same year.

World War |

By the end of that month, the Labour Party and the TUC
had declared an industrial truce for the duration of the war.
Subsequently, three Labour MPs with union backgrounds -
Arthur Henderson, George Barnes and John Hodge — were
to become ministers in the Coalition government which
Herbert Asquith formed in 1915.

35



UNIONS RESURGENT?

36

During the hostilities, the state took previously un-
known powers, including the ability to mobilise and direct
labour. Military conscription was not introduced until
1916, but from the beginning of the war there was a need
to control the expansion of the volunteer army so that nec-
essary production should not be stripped of key workers.
A National Register was established, with groups of key
workers being held back from military service.

Some are said to have thought that the war would be
over by Christmas, but this was soon proved illusory. The
government began to use its new powers to allocate workers
to jobs across the economy. Voluntary movements between
jobs were controlled. Powers were taken to control wage
increases, and two ‘“Treasury Agreements’ were negotiated
with unions to abandon strike action, relax restrictive prac-
tices and allow ‘dilution’ of skilled jobs in the war industries
by employing unskilled men, and increasingly women, in
these roles. Later, a new Ministry of Labour was created
to bring together some of the pre-war functions which had
been unsystematically accumulated by the Home Office, the
Board of Trade and the Local Government Board (Parker
1957: 15). The first minister in charge was Labour MP John
Hodge, formerly a trade union organiser.

Neither official union agreement to suspend normal in-
dustrial action, nor legal sanctions, however, were able to
prevent unrest. Unionists demanding action ignored their
leaders, taking matters into their own hands. Large-scale
unofficial action by workers in Clydeside munitions fac-
tories in 1915 was echoed to a lesser degree in other urban
industrial settings. A legacy of this wartime militancy was
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the creation in many industries of regular shop stewards"
committees, which were to complicate industrial relations
for decades to come.

Nevertheless, World War I saw a major increase in
union recognition and national-level collective bargain-
ing, with industry employers’ associations taking a grow-
ing role. There was also high-level consultation between
government and the TUC, and government-sponsored
industry-level meetings between employers and unions in
Whitley Councils' (Wrigley 2007: 207-8). This was coupled
with a surge in union membership, including in areas such
as agriculture and clothing where unionisation had been
weak before the war (Wrigley 2015). The unions were no
longer outsiders.

The inter-war years

Many government powers were relinquished at the end of
the war, but precedents had been set which would be built
on for much of the remainder of the twentieth century.
An early peacetime development, for example, was the

15 There is no exact definition of a shop steward, but he or she is an elected
representative of employees at the workplace. They are lay officials, and
are thus not employed by the union, although they may nowadays have
some part of their working time allocated to union duties under a ‘facilities
agreement’ with the employer.

16 Joint Industrial Councils operating at national, district and workplace
levels, they were intended to arbitrate between workers and employers.
They spread after World War I, but later went into decline. A national Whit-
ley Council still survives, however, in the Civil Service. The councils were
named after J. H. Whitley, a Liberal MP whose committee recommended
their introduction.
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Industrial Courts Act of 1919. This gave governments the
permanent ability to arbitrate in industrial disputes, sub-
ject to both parties agreeing (Brodie 2003: 166-68). These
powers were to be used many times in the years to come."”

Another early post-war development was the formation
of the International Labour Organization (ILO) as part
of the League of Nations, set up under the 1919 Treaty of
Versailles. Although UK officials and trade unionists were
involved in the setting-up of the ILO - which worked from
a British draft — this country stood aloof from its operation
for many years, preferring to rely on voluntary arrange-
ments rather than legislation on employment and collec-
tive bargaining to ratify ILO conventions.'®

The return of peace at the end of 1918 saw renewed in-
dustrial militancy. Union membership had doubled during
the war years, peaking at over 8 million members in 1920
(see Figure 4). This even spread to the police: there were
police strikes in Liverpool and London in 1918 and 1919.”
In 1919, the Clyde Workers Committee and the Scottish
TUC’s call for a 40-hour strike led to violence and troops
being called in. The next year, dockers blocked the loading
of arms intended for use in an abortive attempt to crush

17 In 1940 the government took the authority to make arbitration compulsory,
and continued this power into the late 1950s (Frank 1959; Beaumont 1982).

18 Although the UK is nowadays signed up to the eight Fundamental Con-
ventions (such as those banning forced labour and child employment, or
mandating equal pay and the right to join a union), these are open to inter-
pretation by UK courts. And there are many Conventions agreed by the ILO
to which the UK is not signed up.

19 Leading to the Police Act 1919, which banned strike action, a ban which
continues today.
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the Russian October Revolution, an indication of the wider
socialist objectives of some unionists in this period.

Figure 4 Trade union membership levels (thousands) 1892-1940
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The financial stringency of the immediate post-war years
saw attempts to cut wages in both public and private sectors.
In the coal-mining industry, which had been under govern-
ment control during the war but had now been returned to
its private owners, attempts to cut pay in the face of falling
international demand precipitated a major strike in 1921.
This might have been expected to trigger sympathetic ac-
tion from the other members of the Triple Alliance, but this
failed to materialise — a source of recrimination for years
afterwards. On ‘Black Friday’ (15 April), the transport and
rail unions announced that they were not going to strike.
The miners struck alone, and were soon forced back to work.

The problems of the mining industry continued over the
next fewyears. When Chancellor of the Exchequer Winston
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Churchill returned Britain to the Gold Standard (Jenkins
1998: 307-10) in April 1925, this increased the pressure on
costs and prompted the mine owners to demand pay cuts
and longer hours. A temporary government subsidy was
introduced to allow negotiations to continue, and to en-
able Sir Herbert Samuel to chair a rapid Royal Commission
on the mining industry (Edgerton 2019: 184). But when the
subsidy ended and Samuel recommended pay cuts, the
miners refused to accept this, and the employers locked
them out. The TUC consequently called a strike in May
1926 to support the miners.

This may have gone down to posterity as ‘the General
Strike’, but the TUC only called out 2.5 million unionists
(including the miners), around 15% of employed workers.*
They faced a government which had prepared in advance
and was able, with the assistance of many middle-class vol-
unteers, to maintain emergency movement of supplies and
skeleton services. The Labour Party, seeking to establish its
electoral appeal as moderate and trustworthy, held back;
its leader, Ramsay MacDonald, confided to his diary that
the election of ‘this fool’, the militant miners’ leader, Arthur
Cook, looked like ‘the most calamitous thing that has ever
happened to the TU movement’ (Wrigley 2009: 67).2!

20 The TUC called out unionists on the railways, dockers, road transport
workers, printers, iron and steel workers, and those working in metals,
building, electricity and gas. After eight days, only a day before the strike
was ended, engineers and shipbuilders were called out.

21 As Wrigley notes, MacDonald’s sentiments towards Cook were probably
similar to those felt by Neil Kinnock in relation to Arthur Scargill nearly
sixty years later.
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The TUC held discussions with Samuel and recom-
mended a compromise, but the miners wouldnt agree.
After just nine days, the General Council of the TUC called
the strike off, some members apparently fearing that
significant numbers were returning to work and support
was crumbling (Morris 1976: ch. 4). The miners were alone
again. They were eventually forced back to work in No-
vember, obliged to accept the owners’ terms. This defeat
created a bitterness which lasted into nationalisation and
beyond: the collective memory of this period was often
recalled by militant unionists in the very different condi-
tions of the post-war years.

This was a disaster for the miners, but also a major set-
back for both the TUC and the broader labour movement.
Employers used the opportunity to victimise striking
workers; for example, nearly a quarter of the National
Union of Railwaymen’s membership were refused a return
to work (Edgerton 2019: 85). Union membership, which
had already fallen back from its 1920 peak of 8.3 million
(45.2% of the employed workforce), continued a decline to
the mid 1930s when it stood at only 4.6 million (23.5%).*
Strike activity collapsed to very low levels after the heights
of 1926 (Figure 5). The TUC turned to moderation, and an
emphasis on cooperation with the Labour Party and par-
liamentary politics rather than concerted strike action.

22 It had recovered to 6.3 million (31.6%) by the outbreak of war in 1939.
Fluctuations in total membership reflected shifts in demand during the
inter-war period, with the decline of old industries and the rise of new
types of manufacturing and services in different parts of the country, ra-
ther than being simply related to disillusion with unions.
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Figure 5 Millions of working days lost to disputes 1900-40
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This moderation was in part a response to the changes
in the law associated with the 1927 Trade Disputes and
Trade Union Act. The legislation in effect outlawed general
and sympathetic strikes, which could incur both criminal
and civil penalties. The immunities consequent on the 1871
and 1906 legislation were now to be applicable only to ‘a
trade dispute within a trade or industry in which the strik-
ers were engaged’ (Brodie 2003: 192). The Act also required
unions to get members to ‘contract in’ to political levies,
and banned civil servants and local government workers
from joining unions affiliated to the TUC.

The TUC’s new turn involved taking part in the Mond-
Turner® talks, a series of discussions on industrial issues
between unionists and employers which floated the idea
of a National Industrial Council. This would have been a
permanent forum for the ‘two sides of industry’ to dis-
cuss a wide range of issues, investigate problems, and set
up conciliation procedures (Phelps Brown 1983: 122-25).
As a result of the reluctance of employers’ organisations,
the talks ultimately achieved little (although they can be
seen as a distant forerunner of the National Economic
Development Council set up under Harold Macmillan
in the early 1960s). The TUC also began to flirt with
Keynesianism and pressed for public spending increases
to combat unemployment - and later for rearmament in
response to the growing menace of continental Fascism
(Booth 1995: 22).

23 Sir Alfred Mond was chairman of Imperial Chemical Industries (ICI) and
Ben Turner was the TUC president.
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The economic recovery in the later 1930s saw union
membership rising again. And this period also saw im-
provements to unemployment insurance and other bene-
fits, while the Factories Act of 1937 made significant im-
provements to health and safety at work, and the Holidays
with Pay Act, pushed by the TUC, extended the possibility
of paid holidays to many workers.**

The first 150 years of trade unionism in this country
constituted a turbulent period in which an initially weak
labour movement, with little power and facing frequent
employer intransigence and a harsh legal environment,
gradually became an established feature of UK civil soci-
ety as well as its economic structure.

While weakened by the collapse of the general strike,
unions now had embedded immunity from criminal or
civil action so long as industrial action stayed within rea-
sonable bounds. World War II and the early post-war years
were to see union power and influence increase far beyond
the dreams of the early pioneers of unionism. This turned
out, however, to be problematic for the country as a whole.

24 This Act did not give a right to paid holidays, but allowed Trade Boards
(which had been set up under the Liberal government before World War I
to cover ‘sweated’, low-paid industries) to make an award of one week’s
paid holiday (Brodie 2003: 210-11).



3 INDUSTRIAL RELATIONS IN
POST-WAR BRITAIN

The 1939-45 conflict saw government intervention in the
labour market reaching new heights. In 1940, under the
Conditions of Employment and National Arbitration Order
(Parker 1957: 448-57), strikes and lockouts were made
illegal for the duration of the war, and binding arbitration
was imposed where necessary - although normal collective
bargaining continued, after a fashion. ‘Manpower’ planning
covered much of the adult female, as well as male, popula-
tion, however. Under the Registration for Employment Order
1941, women could be required to register in order to ascer-
tain their availability for work to support the war effort. And
the state took powers to amalgamate or close businesses in
the interest of directing labour to wartime priorities.

Trade unions were given what amounted to a consid-
erably elevated status in return for cooperation with such
wartime measures as wage restraint and acquiescence to
the direction of labour. They were, for instance, involved
in consultation processes at the plant level in attempts to
increase efficiency.

One of the most able union leaders of the inter-war
years, Ernest Bevin of the Transport and General Workers
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Union, became Minister of Labour and National Service.'
As the standing and reputation of the unions increased,
so did membership — which rose back to nearly 8 million
again by the end of the war.

Unions were given greater clout by extending the scope
of state regulation of low pay through the coalition’s
Wages Council® Act 1945, while the new Labour govern-
ment quickly repealed the 1927 Trade Disputes and Trade
Unions Act and passed a new Fair Wages Resolution in
1946.% It further entrenched the trade union movement in
national life by placing people with a union background
on the boards of the new nationalised industries, the BBC,
official enquiries and commissions, and in the House of
Lords.

Meanwhile, the financial difficulties of the early post-
war years meant that there was aneed to keep inflation low
to prevent pressure on sterling in that time of rigidly fixed
exchange rates. A White Paper in 1948 argued for wages to
be held down and a period of pay restraint lasted until the
surge in prices during the Korean War made it impossible

1 Bevin was a fierce anti-Communist — which fitted him well as Foreign
Secretary in the early Cold War years - and an advocate of parliamentary
socialism who was reluctant to use the strike weapon to pursue union
objectives.

2 ‘Wages Councils’ was the new name for the Trade Boards. From covering
just four ‘sweated trades’ in 1909, these Boards covered 52 industries by
1938. They were a very early form of ‘tripartism’, with employer, union and
government representation in the setting of pay and conditions.

3 Building on earlier such Resolutions, this was an administrative direction
obliging the government to safeguard the employment standards of work-
ers employed by firms on government contracts.
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to sustain. This episode was, however, simply the first of a
succession of more or less formal incomes policies which
continued until the collapse of the Social Contract thirty
years later.!

The voluntarist consensus and its problems

The partial incorporation of unions into the British estab-
lishment was not challenged by the Conservatives when
they returned to power in 1951. Far from it: at the 1947
Party Conference, Winston Churchill had declared that
the ‘trade unions are a long-established and essential part
of our national life: they were ‘pillars of our British Soci-
ety. He defended ‘the right of individual labouring men to
adjust their wages and conditions by collective bargain-
ing, including the right to strike’. Although he had been a
hawk during the General Strike and had previously been
accused of excessive force against trade unionists when
Home Secretary, Churchill was now more than concili-
atory towards trade unionism. He returned to his theme at
the 1950 Conference, urging ‘every Tory craftsman or wage

4 Apart from Stafford Cripps’s wage freeze of 1948-50, there were the Con-
servatives’ ‘Pay Pause’ in the early 1960s; Labour’s voluntary policy in 1965,
Harold Wilson’s 1966 statutory policy freezing pay and then setting rigid
‘norms’ (accompanied by a National Board for Prices and Incomes which
was scrapped by the Conservatives in 1970); the Conservatives’ six-month
freeze in 1972-73, followed by pay targets (and new institutions in a Pay
Board and a Prices Commission); and Labour’s Social Contract from 1975
to 1979. These initiatives usually had some brief initial effect in holding
back pay increases, but soon collapsed as inflation was driven by increases
in the money supply rather than independent union ‘wage push’. See Brit-
tan (1979).
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earner’ to be an active member of a trade union (Wrigley
2009: 69).

This benign attitude towards the unions was continued
by Churchill’s successors, Anthony Eden and Harold
Macmillan. Even when a scandal emerged in the Electri-
cal Trades Union in 1961, with allegations of Communist
ballot-rigging (Dorey 2009: 123),

[vloluntarism once again prevailed, because there
emerged a general acceptance by Ministers that it would
be inappropriate for them to impose model rules on
the trade unions. Any attempt to do so would be widely
viewed by the trade unions as direct governmental inter-

ference in their internal affairs.

By the early 1960s, the legitimacy of unions in economic
and social life was to be further enhanced by participation
in a variety of ‘tripartite’ bodies (involving unions, employ-
ers and government). The most obvious example was the
TUC’s representation on the new National Economic De-
velopment Council, which discussed economic policy with
a view towards ‘indicative planning’ on the French model.
The unions thus grew in power and influence over the
1950s and 1960s as membership grew and union density
- the proportion of employees in unions - rose to about
45% and the coverage of collective bargaining a good deal
higher.” However, this development was increasingly seen

5 Collective bargaining typically determines pay for all workers in a category,
not just those who are union members.
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as holding back productivity growth which, though argu-
ably more than respectable by historical standards, was
lagging behind that in other Western European countries.

There was much discussion of restrictive practices’, by
which unions attempted to influence staffing levels, train-
ing and apprenticeships, the pace of production and the
introduction of new equipment and methods of working.
One particular bugbear was demarcation disputes, occa-
sioned by the high degree of multiunionism in Britain as a
result of its long history of union development. Despite the
1939 TUC-brokered Bridlington Agreement, this feature
of the British industrial relations scene led to recurrent
inter-union disputes about who should do what, breaking
out afresh whenever management wished to introduce
new machinery or rearrange work practices.®

A further problem lay in the UK’s two-tier system of in-
dustrial relations, with the initiative often lying with the
powerful shop stewards movement at the level of the fac-
tory or other workplace. Between 1960 and 1979 over 90% of
strikes and other industrial action (such as overtime bans
and working to rule) began unofficially (Metcalf 1993: 273).
National union leaders were often obliged to acquiesce in
making strikes official, even if their own inclination would
have been against the action.

It has been estimated that there were around 150,000
shop stewards in the early 1960s, out of a total union

6 This was a situation avoided in West Germany, where the post-war re-
casting of industrial relations after the Nazi period (ironically assisted by
advice from UK unionists) had led to a small number of industry-based
unions.

49



UNIONS RESURGENT?

50

membership of around 9.5 million (Kynaston 2014: 147).
Such a large number of local representatives sometimes
made it difficult for union executives to devise a consistent
and effective strategy.

There was also a different set of concerns about how
union power could oppress individuals. A major issue was
the closed shop, an agreement often acquiesced in by man-
agement in order to avoid inter-union disputes, whereby
all employees in a given category had to belong to a par-
ticular union.

In a famous case (Rookes v Barnard) in the early 1960s,
a draughtsman at the British Overseas Airways Corpora-
tion (BOAC) left his union, the Association of Engineering
and Shipbuilding Draughtsmen, after a disagreement. The
union then threatened to strike unless BOAC sacked him.
When they first suspended and then dismissed him, Doug-
las Rookes sued the union officials, including branch chair-
man Mr Barnard. After a long legal battle, the House of
Lords found in favour of Mr Rookes. This verdict outraged
the unions, and its effect was reversed by the incoming
Labour government passing the Trade Disputes Act 1965.

Concern over issues such as these led Harold Wilson’s
administration to set up a Royal Commission on Trade
Unions and Employers Associations under Lord Donovan,
a distinguished lawyer. Reporting in June 1968 following
three years of deliberation, Donovan was strongly influ-
enced by the ‘Oxford School” of industrial relations aca-
demics, most notably Hugh Clegg and Otto Kahn-Freund,
who rejected the view that there should be major changes
in the law.
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Clegg and Kahn-Freund were long-time champions of
voluntarism (Flanders 1974), dating back, as we have seen,
to the late nineteenth century. The view was that employers
and unions should be left to determine appropriate pay and
working conditions via free collective bargaining (or ‘joint
regulation”) without state intervention.® Strikes were un-
fortunate, but legalistic reforms would achieve nothing. For
example, if employers were given back the freedom to sue
unions for breach of contract, as Hayek would have wanted,
it was argued that they would not use it (Phelps Brown
1983: 184). There were recommendations for some minor
legislative changes, such as protection against ‘unfair’ dis-
missal and a provision that employers should not be able to
include no-union clauses in contracts. But the main hope for
improved industrial relations was placed on reducing unof-
ficial strikes by reforming union structures, encouraging
collective bargaining by appointing more full-time officials
and improved training of shop stewards, and promoting
productivity agreements. None of this required new laws.

Harold Wilson found Donovan’s conclusions under-
whelming. He, and his government, had been badly bruised
in the 1966 strike by the National Union of Seamen. That

7 Allan Flanders (1968) pointed out that unions didn’t really ‘bargain’ as they
were not a contracting party. They simply negotiated with management
the rules on which pay bargains were set. This is one reason why govern-
ments have resisted making pay agreements legally enforceable, though
the reasoning is tenuous.

8 Clegg held that both employers and unions had legitimate, but clearly dis-
tinct, functions: he was opposed to worker participation in management
and saw unions as playing a permanent oppositional role in a pluralist ‘in-
dustrial democracy’ (Clegg 1960; Ackers 2007).
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strike had caused great disruption to shipping and trade,
damaged the balance of payments, caused a run on the
pound, and undermined the government’s attempt to hold
down wage increases. Wilson alleged at the time that the
strike had been taken over by communists aiming to bring
down his government (Pimlott 1992: 405-8). He was keen
to take steps to prevent damaging strikes of this kind. At
the beginning of 1969, his combative Secretary of State,
Barbara Castle, published her optimistically titled White
Paper ‘In Place of Strife’. The aim was to regulate union
behaviour by giving the Employment Secretary the power
to require pre-strike ballots, mandate conciliation pauses,
and to impose settlements on unofficial inter-union dis-
putes. The paper also proposed setting up a body which
could impose fines for breaches of rules.

By the standards of later industrial relations reforms,
these proposals were modest. The public liked them; even a
majority of Labour voters were in favour (Sandbrook 2006:
711). Nevertheless, they were too much for the unions and
many members of Wilson’s cabinet, most notably Home
Secretary James Callaghan, a wily operator who used his
opposition to build up support within the union movement
with an eye to eventually becoming Prime Minister. Des-
pite Wilson’s determination to push through reform, he was
eventually forced to back down and accept a ‘solemn and
binding’ agreement by union leaders and the TUC to use
their influence to reduce strikes, especially unofficial ones
(Pimlott 1992: 528-44). This agreement had some influence
for a short time in reducing unofficial action, but this did not
last. Wider concerns about union power were not assuaged.
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When the Conservatives under Edward Heath returned
to government in 1970, they were determined to take a
tougher line than Wilson, particularly as the number of
strikes and working days lost had continued to rise despite
the promises made by the unions when Barbara Castle’s
proposed reforms were dropped.

Consequently, Heath’s administration introduced the
1971 Industrial Relations Act, which established legally
enforceable collective bargaining, compulsory pre-strike
ballots and a conciliation pause before any strike which
might threaten the national interest. A National Industrial
Relations Court (NIRC) was set up. This was intended to
settle industrial disputes and define and proscribe ‘unfair’
industrial practices. The pre-entry closed shop (where
workers had to join unions before being employed) was
abolished, although a version of this arrangement (the
‘agency shop”) could be maintained by a ballot.

Unfortunately for the Heath government, despite public
opinion again broadly supporting reform, the new legisla-
tion was fiercely resisted by unions, some members of which
refused point-blank to accept it. In one famous incident in
1972, the President of the NIRC, Sir John Donaldson, jailed
five dockers (the ‘Pentonville Five’) for breaching an injunc-
tion against picketing. This brought the bulk of the country’s
42,000 dockers out on strike. They were soon joined by large
numbers of unofficial sympathy strikers — car workers, bus
drivers, printers, building workers and many others - and

9 In an agency shop workers would not have to be members of the union, or
bound by its decisions, but would have to pay a fee towards the cost of or-
ganising collective bargaining.
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the TUC planned to call a one-day strike. The House of Lords,
still at that time the ultimate legal authority, conveniently
found that the imprisoned men had been acting as agents of
their union and therefore could not be held personally liable.
Hours later, they were freed.

It was not only unionists who were unhappy with the
Industrial Relations Act. The Act was complicated, and
many employers did not want to get bogged down in legal
proceedings. As the Donovan Commission’s reasoning had
suggested, few applied to the NIRC for remedy in relation
to unfair industrial practices, and after the Pentonville Five
case this facility was effectively ignored. Many employers
preferred to deal with unions and resolve issues themselves
rather than bring in the lawyers. Some may have quite hap-
pily accepted arrangements such as the single-union closed
shop as they felt this made industrial relations simpler.

The new legislation had done very little to reduce
strikes.” With rising inflation (Figure 6) associated with
rapid monetary expansion under Heath’s Chancellor of the
Exchequer Anthony Barber, and later the effect of the OPEC
oil price hike, the unions were in no mood for moderation.
Working days lost to strikes rose to a then post-war high
of nearly 24 million in 1972. A lengthy miners’ strike that
year saw mass picketing preventing coal supplies getting
to power stations, giving the miners victory as power cuts
loomed. An imposed freeze on wages and prices at the end
of the year added to the febrile atmosphere.

10 During the less than four years of Heath’s government, no fewer than five
States of Emergency were declared as a result of strike action, an extraordi-
nary number of occasions in so short a period. Since 1974, no such decla-
rations have been made: even during the pandemic, these powers were not
deployed.
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Figure 6 Post-war inflation: Retail Price Index All Items percentage
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In 1973, the miners voted for further strike action, lead-
ing Heath to impose a three-day week at the end of the year
to conserve energy supplies. In the February 1974 ‘who
rules Britain?’ general election, Heath sought a mandate
for yet tougher action against the unions, but a surge in
Liberal Party votes led to the Conservatives being defeated
and Labour coming back into government.

The Social Contract and the Winter of Discontent

The Labour Party did not, however, have a majority of
seats in the House of Commons, and so Harold Wilson
called another election in October of the same year.
British electors seem to dislike being asked to vote too
frequently, and the second election only marginally im-
proved the government’s position, giving it an overall ma-
jority of just three seats — a majority which it was soon
to lose as James Callaghan replaced Wilson as Prime
Minister in April 1976. Later that same year, the desper-
ate state of the UK economy led to Callaghan’s Chancellor
Denis Healey famously having to go to the International
Monetary Fund for a record $3.9 billion loan in a bid to
shore up the pound.

Labour had economic problems throughout its period
of office in the 1970s. Inflation remained high, following
the 1973 and 1979 oil price shocks, as did interest rates,
while unemployment was at levels not previously seen in
the post-war years. The government'’s relationship with the
unions was of paramount importance during this period.
Harold Wilson had repealed the Conservatives’ Industrial
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Relations Act early on, passing Labour’s own Trade Union
and Labour Relations Act in 1974 to restore the unions’
position to that before the 1971 Act. In return for union
agreement to a voluntary incomes policy - grandly known
as the ‘Social Contract’ — the government passed further
legislation to extend individual and union ‘rights’ The
Employment Protection Act 1975 made it more difficult to
dismiss workers, and enabled unions to obtain statutory
recognition through ACAS, the government’s Advisory,
Conciliation and Arbitration Service."

This period was the apogee of union visibility, power and
influence. Union membership rose sharply, as Figure 7 indi-
cates, and the number of shop stewards rose in line, to more
than 300,000 by 1979. Closed-shop agreements proliferated,
covering 5 million workers by the end of the decade.

Figure 7 Trade union membership levels (thousands) 1940-2020
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11 Since rebranded, twenty-first-century style, as acas.
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Management, attempting to improve industrial rela-
tions, increasingly assisted the process of unionisation by
deducting union dues from salaries, which gave unions a
regular flow of income without the trouble and costs of
collecting it. Because an incomes policy was in operation,
however, questions about bargaining away restrictive
practices were deferred or forgotten. ‘Big Beast’ union
leaders were constantly in the news; in 1977 Jack Jones,
general secretary of the Transport and General Workers
Union, was voted by 54% in one Gallup poll to be the most
powerful man in Britain.

But although the leaders of the main unions, albeit with
different degrees of enthusiasm, supported the Social Con-
tract, activist shop stewards took a different line and the
wished-for improvement in industrial relations failed to
appear. Far from it: there were occasions, such as during
the long-running Grunwick dispute,'> when scenes of mass
picketing and violent clashes between activists and the
police provoked fears of anarchy. Inflation was a constant
problem, and militants pressed for higher and higher pay
increases to compensate for and outrun it. Post-war re-
cord levels of strikes and days lost occurred, culminating
in the “‘Winter of Discontent’ of 1978-79 when, according
to Dominic Sandbrook’s (2013: 758) graphic account,

12 Grunwick was a photograph processing company which employed many
Asian workers, whose dispute became a cause célebre with the Left. The
picket line attracted large numbers of unionists from all over the country,
including Arthur Scargill of the National Union of Mineworkers and prom-
inent ministers including Shirley Williams. See Sandbrook (2013: 599-618)
for an account.
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this was a crisis that saw ports, schools and railway sta-
tions shut down, businesses starved of essential supplies,
farmers forced to slaughter their livestock for lack of
fodder and thousands of workers defying not just their
government but their own representatives ... The sick
genuinely went untreated; the dead did go unburied.

Of course, this was hardly the end of civilisation as we knew

it, and even with all these strikes, most people were working

normally and able to go about their business. But constant

industrial disruption clearly had an impact on public opin-
ion, and the polls increasingly turned against Callaghan’s

government. The prime minister and his cabinet were vis-
ibly tiring of the struggle, and it was no great surprise when

the general election of May 1979 returned the Conservatives,
now under Margaret Thatcher’s leadership, to office.

The Thatcher-Major reforms and after

The events of the later 1970s meant that the Conservatives
had no option but to return to the task of trade union re-
form. They could scarcely ignore it, as strikes continued
to come thick and fast: there were several new disputes
and considerably more days lost in the second half of 1979,
after the Conservatives took over, than in the first part of
the year (Edgerton 2019: 410).

This time, however, the frontal approach adopted
by the Heath administration was abjured in favour of a
more pragmatic, gradualist programme. Over the period
1980-93 there were eight significant pieces of legislation
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by which the legal and institutionalist basis of industrial
relations was to be transformed step by step.

Despite this gradualism, the Thatcher administration
is still probably best-remembered on the domestic front for
taking on, and defeating, the striking miners led by Arthur
Scargill."® There is no doubt that this victory, costly though
it may have been in terms of social discord, was a key elem-
ent in tackling the excessive power of the trade unions,
which had built up in the 1960s and 1970s.

In 1981 the government faced a number of industrial re-
lations challenges, including a major civil service dispute,
and had backed down when faced with the threat of an-
other miners’ strike. But plans were then laid to build up
huge stocks of coal, which would enable the National Coal
Board and the government to hold out for many months
without any danger of the power cuts that had done for the
Heath administration, while also organising a national
police response to face down intimidating mass picketing,.

The year 1984 was crucial. On 25 January it was an-
nounced that trade unions would be banned at Govern-
ment Communications Headquarters (GCHQ), the intel-
ligence and signals research station at Cheltenham. This
was Mrs Thatcher’s response to concerns about security
which had been raised during the Winter of Discontent
and then again in the 1981 civil service strike when one
union officer threatened to hit GCHQ hard with militant

13 Almost 40 years on, the miners’ strike still casts a long shadow over UK
politics today. The Guardian, 27 August 2023 (https://www.theguardian
.com/commentisfree/2023/aug/27/40-years-miners-strike-long-shadow
-uk-politics-pit-closures).
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action. A final straw was the arrest of a GCHQ official for
sexual offences and the subsequent revelation that he had
been selling secrets to the Soviet Union. While not directly
related to union action, the case brought unwanted pub-
licity and confirmed the prime minister’s distaste for ‘the
enemy within’ such a sensitive organisation (see Moore
2015: 136-42)."* The GCHQ ban was to arouse considerable
union anger and legal challenges.

A few weeks later, in early March, the fateful miners’
strike began. This dispute, which lasted for more than a
year and ended with the defeat of the miners, has entered
the realm of legend.”” The details of the ebb and flow of
this conflict are covered in the second volume of Charles
Moore’s biography of Margaret Thatcher (Moore 2015:
142-82). It is probably more important here to look at the
broader picture of the Conservatives’ reforms, which fun-
damentally reshaped British trade unionism.

New legislation was presented at roughly two-yearly
intervals, with each stage being presented as a logical
follow-up to earlier measures, or as a response to further
union intransigence (for example, in the miners’ strike).
Particular concerns, such as the closed shop, were re-
visited more than once. The process continued even after

14 GCHQ’s position was perhaps anomalous as union membership was al-
ready banned at SIS and MI5, two other key state security organisations.
The GCHQ ban was eventually revoked when Labour returned to power in
1997, in exchange for a no-strike agreement.

15 In chapter 13 of The Downing Street Years (Thatcher 1993) - ‘Mr Scargill’s
Insurrection’ — Mrs Thatcher herself presented an interesting chronicle of
the strike. It suggests that the defeat of the National Union of Mineworkers
was rather less inevitable than later accounts have painted it.
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Mrs Thatcher herself had left the scene and John Major
took over as prime minister. It was the result of careful
planning: some details are set out in Table 1.

Table 1 The main elements of the Thatcher-Major
industrial relations reforms

Statutory recognition procedures abolished
Grounds to refuse to join union extended
Employment Picketing away from own workplace unlawful
Act 1980 Restrictions on secondary action
Restrictions on closed shop

Public funds available for secret ballots

Fair Wages Resolution rescinded
Closed shop further weakened

Employment Definition of trade dispute in which unions

Act 1982 immune from tort actions narrowed
Selective dismissal of strikers permitted
in some circumstances
Secret ballots every five years for union executives
Trade Union . . . .
Act 1984 Secret ballots prior to industrial action

Secret ballots for political levy

Wages Act 1986  Wages Councils rates restricted

Powers to grant injunctions to union members
to prevent strikes going ahead

Commissioner for Rights of Trade Union Members

Employment
Act 1988 Rights of union members to inspect accounts
Closed shop further weakened
Separate strike ballots required for each workplace
Restrictions on working time of women and youth lifted
Er:cptl(;gg;ent Exemption of small firms from some employment laws

Rights to time off for union duties restricted
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Firms could selectively dismiss for unofficial action

All secondary action outlawed

Employment
Act 1990 Pre-entry closed shop abolished
Union liability for unofficial action extended
Tighter restrictions on strike ballots and union mergers
Trade Union More union accounting requirements
Eeform and Ballots for check-off arrangements
mployment

Rights Act 1993 Public funds for ballots phased out

Abolition of Wages Councils

Source: Adapted from Shackleton (1998).

The first objective was the narrowing oflegitimate union
action in furtherance of a dispute. This entailed requiring
formal, independently monitored, postal ballots prior to
strikes. It also involved the end of coercive mass picketing
of the kind seen in the 1970s in the miners’ strikes of 1972
and 1974 and the Grunwick dispute, and which had its last
hurrah in the miners’ ‘Battle of Orgreave’ in June 1984. A
related development was the ending of the grounds for sec-
ondary and sympathetic strike action; in future legitimate
action could only be taken against your direct employer.

A second objective was to make unions financially re-
sponsible for torts committed by their members, thus forc-
ing them to clamp down on the unofficial action which had
been such a problem from the 1960s onwards.

Thirdly, government support for collective bargaining
was severely scaled back. The ACAS-based union recogni-
tion route was closed and consultation rights in a number
of areas were reduced. The scope of Wages Councils was
at first cut back: they were eventually abolished, while the
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Fair Wages Resolution (which, remember, required govern-
ment contractors to pay best-practice rates) was scrapped.
All these measures were aimed at cutting back the power
and influence of trade unions, which had grown almost
continuously since World War II.

A fourth objective was the restriction and eventual ab-
olition in 1990 of the closed shop, the demise of which cre-
ated less uproar than might have been expected. It had al-
ways been hard to justify on other than pragmatic grounds,
and was out of tune with a changing society where people
increasingly asserted personal freedoms.

A final recurrent theme was the reform of unions’ own
internal organisation and procedures. This uncharac-
teristic Conservative interference with private voluntary
bodies was a decisive rejection of the industrial relations
pieties of the early post-war decades. It was justified by the
claim that undemocratic procedures had allowed unrepre-
sentative militants too much influence: the Conservatives
were giving back the unions to their members. Reforms
included the requirement for regular secret ballots to elect
and reelect officials and to support political levies, the
right for individual members to see union accounts (it now
seems extraordinary that members were ever denied this
right) and to take legal action to restrain unions.

Since 1993, there have been few further legislative
changes to the industrial relations environment. Despite
having been hugely critical of many of the Conservatives’
reforms, when Labour returned to power in 1997, they
did not reverse them. Apart from the introduction of a
renewed right for unions to apply for compulsory union
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recognition in 1998, there were few changes (Shackleton
2007: 457). Some minor gains for trade unions occurred
following European Union directives, such as consultation
over collective redundancies.

After the Conservatives came back (at first in coalition
with the Liberal Democrats), there followed only some
limited tweaks, such as the tightening of strike ballot rules
in the Trade Union Act 2016, and giving employers the op-
tion to bring in agency workers on a temporary basis to
replace strikers (which the courts later overruled).

Nevertheless, the last thirty years saw a dramatic re-
duction in the significance of the trade union movement in
the UK, with a big fall in union membership (and a reduc-
tion in the number of unions, as is noted in the next chap-
ter). The wave of strikes from mid 2022 may appear to be
a break with this decline, but its longer-term significance
remains to be seen.
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4  uNIONISM TODAY

Any discussion of UK trade unions today, and of their pros-
pects for the future, must start by attempting to explain
the more or less continuous decline of the unionisation
rate from a high point of 53% in 1980 to just 22.3% in 2022
(Figure 8). This decline has left a very different union move-
ment from that which had been largely responsible for the
defeat of the Heath and Callaghan governments in the
1970s, and which, as pointed out in the previous chapter,
was to be fundamentally challenged by the Conservatives
under Mrs Thatcher.

Why has unionisation declined?

What accounts for this decline? Clearly the legislative
changes brought about by the Thatcher—-Major governments
had a considerable impact. Many on the Left see this as the
key explanation and would like to see many of the laws listed
in Table 1 repealed, in the belief that this would help reverse
the downward trend. Perhaps it would, to some degree, but it
is very doubtful that this alone would suffice. For the decline
in union membership has many causes. Significantly, it is not
confined to the UK. On the contrary, it is apparent in most
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OECD countries, few of which have adopted industrial rela-
tions reforms of the kind we sawin the UK, and many of which

have indeed positively encouraged unionisation through the

European Union’s emphasis on ‘social partnership’ between

representatives of capital and labour (Visser 2023).

Figure 8 Trade union density (%) Great Britain 1980-2020
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Note: Union members as a percentage of employees.
Source: 1980-90 from Booth (1995); 1995-2020 from BEIS.

Between 1980 and 2019, unionisation across the OECD
fell from 36.5% to 15.8%. This is perhaps not comparing
like with like, as there are more OECD countries today,
particularly given the breakup of the Soviet bloc. A better
comparison is shown in Figure 9, where union density
has fallen since 2000 in virtually every country shown.
This is true even in the Nordic countries,’ which have

1 In Sweden, Finland and Denmark (and also in Iceland and Belgium), the
main responsibility for unemployment benefits belongs with trade unions.
As accessing these benefits requires union membership, this is a major
reason for continuing high levels of unionisation in these countries.
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traditionally had - and still have - very high levels of un-
ionisation (Hogedahl et al. 2022).

Figure 9 Trade union density, selected countries
2000-19 (or latest available date)
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Note: Percentage of employees who are union members.
Source: OECD.

So what factors, other than changing legislation, account
for declining union density? We need to concentrate rather
more on the private sector, for that is where the decline has
been sharpest. Between 1995 and 2022, union density in the
public sector fell from 61.3% to 48.6%, but in the private sector,
it fell from 26.3% to just 13%. Given that almost the entire re-
maining concentration of private sector union members is in
ex—public sector entities such as Royal Mail and the utilities,
union presence among other private businesses, especially
new ones, is often very low or even nugatory.

A factor which has affected all developed countries is
structural change associated with technological innova-
tion, globalisation and changes in consumer tastes and
preferences.
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This has seen a shift from economies heavily dependent
on manufacturing and extractive industries, where work-
ers were concentrated in large-scale plants, often living
close to their work, to more dispersed service businesses
with little tradition of union presence. One UK study
(Blanchflower and Bryson 2008) suggested that as much
as a third of the decline in private sector union recogni-
tion between 1980 and 2004 was attributable to changes
in workplace characteristics. This was not because unions
were being derecognised in existing plants, but rather that
new workplaces were not being unionised.?

Within sectors, there has also been a decline in union
density, probably because unionised firms have grown less
rapidly than non-unionised firms (see chapter 6). There
has been a similar process in the US (Hirsch 2012: 136).

Associated with this has been a decline in national sec-
toral bargaining. Larger private businesses are often part of
multinational corporations which prefer to organise their
own pay levels and structures rather than be part of a na-
tional organisation. Sector-wide Employers’ Associations,
although they continue to exist, now play a far smaller role in
the UK than they did for a large part of the twentieth century
(Gooberman et al. 2019; Bryson and Willman 2022). In 1976,
over 200 Employers Associations were recognised by the gov-
ernment’s Certification Officer as taking part in collective
bargaining; in March 2023 this number had fallen to just 38.

2 In asimilar way, union membership has declined not so much because in-
dividuals have left unions (increased outflow) but rather that fewer people
are entering union membership (reduced inflow) than in the past (Bryson
et al. 2017).
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This decline in the importance of sector-wide bargain-
ing has also occurred in Germany (Giinther and Hopner
2023), where large businesses now seem to favour greater
wage competition rather than setting rates across the sec-
tor. Most other EU countries, however, have maintained
national collective agreements.

The decentralisation of collective bargaining will
probably have been a factor in reducing union bargain-
ing strength. It will also have had the effect of increasing
the costs of trade union organisation: bargaining with
several different companies, rather than one employers’
body, stretches resources. So too will have been the rise
in the proportion of private sector employment in small
(fewer than 50 employees) enterprises, now up to 48%.
Recruitment and organisation has historically been
more costly and difficult in smaller businesses, and as
these businesses tend to have little market power, mon-
opoly rents are not available to be snapped up by strong
unions.

Added to this is the changing role and workload of
union representatives in the British workplace. More — and
more complicated - employment legislation, coupled
with changing human resource management practices
and greater diversity among employees, has increased
the range and complexity of individual problems which
officials and lay representatives are called upon to help
with. As Bryson and Forth (2011: 263) point out, ‘individual
grievance representation has become increasingly im-
portant as a union servicing activity. This is particularly
resource-intensive.
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Another long-run problem affecting union organisation
in all countries may be what Willman et al. (2020), follow-
ing Baumol (2012), refer to as the ‘cost disease’. In Baumol’s
analysis, those sectors of the economy delivering personal
services — for example, social and health care, education,
and the performing arts — are unable by their nature to
generate significant productivity gains. As the pay of work-
ers in these areas must keep in touch with that of employ-
ees in other sectors, over time the cost of providing these
services must logically tend to rise relative to goods and
services where productivity gains are feasible. The claim is
that recruiting and organising union members is a service
of the kind to which Baumol refers.

Rising costs of organisation can be mitigated in vari-
ous ways, such as placing greater reliance on unpaid local
organisers rather than paid union officials or by reducing
the costs of collecting dues via a ‘check-off’ system (Pyper
2018), if the employer can still be persuaded to deduct
them directly from pay. The need to control costs leads to
a concentration on groups of workers who are easiest to
organise, while neglecting other potential members.

It is also an obvious motivation for union mergers.
Between 1998 and 2020-21, the number of unions rec-
ognised by the Certification Officer fell from 238 to 133.
By the latter date just seven unions, each with at least
250,000 members, accounted for almost three-quarters of
total union membership. But union mergers, like mergers
of companies, do not in themselves solve anything. While
some merged unions strengthened and even grew their
numbers, others did not. Unite, for example, was formed
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in 2007 by the merger of Amicus and the Transport and
General Workers’ Union and became the largest union in
the UK at the time. By 2020, however, its numbers had
fallen by more than 700,000, more than a third of its
membership.?

To the extent that rising costs cannot be contained,
union dues may rise, and this probably has at least a minor
negative effect on the propensity to join unions. There is, as
far as I know, no empirical evidence for the UK but, using
Finnish data, Barth et al. (2020b) find a small but signifi-
cant negative price-elasticity of demand, suggesting rising
union dues may have some effect on union membership.

Alternatives to unionism

In addition to these cost issues, there is also the consid-
eration that employees may now have available, in effect,

‘substitutes’ for union membership which were not avail-

able in the 1970s and 1980s. As Visser (2023: 9) puts it, in
their current stage of decline, ‘unions face competition
from more technologically advanced and perhaps less
costly solutions’ to the problems workers have historically
faced in their dealings with powerful employers. In Visser’s
view, functions which unions once provided in a package
may now be available in other ways. Legal advice may be
available cheaply on the internet; education, training and

3 Revealed: Unite Union has lost more than 700,000 members since it was

formed. Huffington Post, 6 April 2022 (https://www.huffingtonpost.co.uk/

entry/unite-union-membership-sharon-graham uk 624bl12ee4b007d38
45958ba).
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updating can be obtained more easily than in the past. In
any case, the state is far more active in the labour market
than thirty or forty years ago, and a wide range of regula-
tion now protects workers and requires various employer-
provided benefits which only the strongest unions seemed
able to win in the past.

In earlier times, unions supported voluntarism and free
collective bargaining. They were suspicious of state inter-
ventions which might undermine the rationale for joining
unions. For example, they were largely opposed to a nation-
al minimum wage until the TUC, after a long campaign by
General Secretary Rodney Bickerstaffe! and others, finally
accepted the objective in 1986. Even then it was opposed
by one of the largest unions, the Transport and General
Workers Union (TGWU, later merged into Unite). Moreover,
unionists were suspicious of European-style regulatory
initiatives until European Commission President Jacques
Delors made a famous speech to the TUC’s 1988 conference
at Bournemouth. Since then, however, the trade union
movement has pressed for ever-increasing government
intervention to promote new Tights’ for employees.

Governments have hugely expanded labour market
regulation over the last thirty years. Some of this was in
response to European initiatives while we were in the
European Union, but it has mainly been home-grown
- and pushed as much by the Conservatives as by the
Labour Party (Shackleton 2017: 232-33). While unions

4 Peter Morris: National minimum wage. Rodney Bickerstaffe archives, 22

March 2020 (https://rodneybickerstaffe.org.uk/national-minumum-wage).
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have supported and promoted this, they may have been
undermining their own position, as the TGWU feared in
the 1980s. For workers are now protected by minimum
wages, unfair dismissal laws, anti-discrimination legis-
lation and a proliferation of health and safety rules. We
have ACAS dispute conciliation and employment tribu-
nals® to tackle individual grievances. There are manda-
tory employer contributions to private pensions, parental
leave and flexible working arrangements. As Forth and
Bryson (2019) point out, low-paid workers in particular
seem to have gained far more through government regu-
lation than through collective bargaining, which makes
union membership less attractive. Unions find it difficult
to extend representation to those working short hours,
particularly in the ‘gig’ economy, and those in small firms,
especially when facing employers who may be hostile to-
wards unionism (Gall 2021).

One argument for union activity, most often associated
with Freeman and Medoff (1984: 8), is that of ‘providing
workers as a group with a means of communicating with
management’. With such a facility, unionists can feel that
they have a ‘voice’ at work, and their concerns will at least
be discussed with employers and in some cases resolved.

It may be that such a voice can improve the match of
pay and working conditions offered by management with

5 Employment tribunals began life as industrial tribunals in the mid 1960s,
covering employer appeals related to training levies. They now adjudicate
on issues such as unfair dismissal, discrimination, leave arrangements,
flexible working, and many other labour matters. Where a full tribunal is
held, one of the panel must normally be someone with a union background.
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those sought by employees. For example, workers might
prefer an employment offer which involves short hours
and lower pay to long hours and higher pay. If the cost
implications are neutral, workers could gain, and employ-
ers would be no worse off - indeed might actually gain if
the union voice tended to reduce turnover and improve
morale and productivity. Perhaps so — I will return to this
later - but there are nowadays non-union means by which
employees can have their say. The expansion of the human
resource management function® within businesses has
led to much greater formal emphasis on consultation and
listening to employee concerns, while many large firms
which operate within the EU continue, even post-Brexit, to
have representation on European Works Councils for their
UK workers.

Bryson et al. (2013), drawing on Workplace Employ-
ment Relations Survey data, show that there has been an
expansion over time of management-led voice opportun-
ities, with team briefings, regular meetings with manage-
ment, problem-solving groups, and similar opportunities
for consultation.

Given this, the need for union membership may seem
much less obvious to new labour force entrants than was
the case in the past. Union membership has in effect been
‘crowded out’ by government regulation and the expansion

6 The Chartered Institute of Personnel Development (CIPD), formerly the
Institute of Personnel Management, has 160,000 members, up from 12,000
in 1979. The CIPD estimates that the ‘people profession’ now accounts for
about 1.6% of the workforce: just under half a million people are employed
in HR roles in the UK.
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of the human resource management profession, at least in
the private sector.’

All of this suggests that the causes of decline in union-
isation are complex, and that it will not be reversed sim-
ply by repealing legislation which restricts union powers.
Pushing water uphill is never easily achieved.

So who are union members?

Another observation is that today’s workforce is much
more diverse than in the heyday of UK trade unionism.
For example, in the 1970s, female unionists were a small-
ish minority, and female trade union leaders more or less
non-existent. Dominant groups such as miners, dockers,
railway workers, shipyard workers, gas, telephone elec-
tricity and steelworkers were often close to 100% male. By
contrast, today women are significantly more likely to be
unionists than men: in 2022, union density among female
employees was 25.6%, as against 19.1% for males. In some
areas of union strength, such as education and health,
women are three-quarters of employees.

7 Inthe public sector, though the same trends are discernible, the decline in
membership has been less marked. Both in local and central government,
and in the various agencies and quangos through which the state delivers
many of its objectives, political pressure from allies in political parties
and elsewhere continue to give unions more clout than might otherwise
be expected. Whereas a pay increase which renders a private business no
longer competitive will lead to job losses, pay increases in the public sector
are largely passed on to the taxpayer as job losses are fiercely resisted by a
hundred and one pressure groups.
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Or take ethnic diversity. From their overwhelming
dominance in the 1970s, white British workers are now
only 78% of all those in work, and a smaller proportion of
employees. Black or Black British workers are more likely
to be in unions than other ethnicities, while Asian, Asian
British and Chinese heritage employees are more rarely
union members.

The greater diversity of the workforce may mean that
different groups will have different priorities, and may
join interest groups focusing on particular issues of im-
portance to them - e.g. religion, sexuality, environmental-
ism - in preference to joining or committing time to trade
unions. As Frangi et al. (2020: 301) observe of the US:

the locus of mobilisation has largely shifted from the
workplace to society. Policy-focused advocacy cam-
paigns beyond the workplace structured around a var-
iety of organizations, identities (such as race, ethnicity,
age and sexual orientation) and social justice issues are
considered more effective in enhancing labour rights for
low-wage, unrepresented and oppressed workers.

This may also be happening in the UK, another example
of substitutes for traditional union action. Any such ten-
dency may be accentuated by union amalgamations
which have submerged small specialist unions into great
conglomerates such as Unite and Unison whose purposely
meaningless names no longer convey a distinct craft or
occupational identity to form the basis of more traditional
workplace solidarity.
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A drift towards individualism and personal identity
concerns, and away from collective solidarity, has probably
been intensified by greater access to higher and further
education and skills training. Better-qualified employees
have a wider range of potential employers to choose from
than was the case in the past. Rather than staying with
one employer for long periods, as was more often the case
when there were many nationalised industries and long-
standing private sector employers, people with transfer-
able skills and qualifications may now change jobs in pur-
suit of higher pay, rather than relying on union-achieved
pay increases. As the Resolution Foundation has shown
(Cominetti et al. 2022), moving to a new employer offers a
greater pay increase than staying in existing employment
- with workers who leave to take up work in booming sec-
tors doing best of all. Those in heavily unionised sectors,
such as public administration, tend to change jobs less
frequently and rely on collective bargaining to boost their
pay. Those who are more mobile have less incentive to join
aunion.

The proportion of workers changing jobs has increased
in all age groups, but the young are the most mobile, and
this may be one reason why union membership has fallen
most sharply among young people.

If we look at the youngest age groups, back in 1995
6.4% of employees aged 16-19 were in unions, but by 2022
this had fallen to 2.4%; the corresponding figures for
20-24-year-olds were 19.3% and 8.9% respectively. Mean-
while, the unionisation rate for those aged 55-59 had only
fallen from 38.6% to 30.9%, while that for 60-64-year-olds
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had barely shifted - from 30.2% to 29.2%. Unionised work-
ers have always been on average rather older than other
employees, but this is no longer just a life-stage effect.
Unions are failing to recruit younger workers in sufficient
numbers to replace those retiring. Unions are increas-
ingly representing older workers, which may accentuate
conservative tendencies and resistance to change in the
workplace.

Another change from the past, implicit in the public-
private distribution of union membership, is in education-
al qualifications. Whereas union members used to be rela-
tively poorly educated on average, this is no longer the case.
On the contrary, union members are more likely (54.3%)
to have a degree or equivalent than non-union members
(42.2%). They are much more likely (43.5% to 24.5%) to be in
a professional occupation than non-unionists.

Union density is greater in particular industries than
others — mainly those in the public sector, but there is also
some concentration in parts of manufacturing and in the
transport sector.

Unionisation is also stronger in Northern Ireland,
Wales and Scotland than in England, and in regions such
as the North East and the North West than London and the
South East. This partly reflects the concentration of public
sector jobs in particular areas. It also reflects the fact that,
where employment has grown the fastest, union density
has correspondingly fallen the fastest.

The point to emphasise is that unionisation is not
spread at random across the workforce, but that unionised
workers have rather different characteristics from those of
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non-unionists. This is of relevance when we come to con-
sider the effects of unionism in chapter 6.

Conclusion

The union movement today is a very different entity than
that of the late 1970s and early 1980s. It is a feminised
movement, embracing large numbers of highly educated
professional workers disproportionately employed in the
public sector and often concentrated in large unions with
little clear identity with particular trades, occupations or
regional loyalties. The changes in British society and the
British labour market which have brought this about are
irreversible, and it is difficult at the moment to see areturn
to the high levels of unionisation achieved in the past.

Nevertheless, the union movement does cling to one
tradition which goes back to its earliest years — reliance
on the strike weapon, and the legal protections associated
with it, in its pursuit of improved pay and conditions. I now
turn to look at this.



5  STRIKES AND OTHER INDUSTRIAL ACTION

The strike weapon has been used for centuries. In modern
conditions, a strike has been defined in the 1996 Employ-
ment Rights Act as ‘a concerted refusal, or a refusal under
a common understanding, of any number of employed per-
sons to continue to work for an employer in consequence
of a dispute’.

Other industrial action, or ‘action short of a strike’, can
also be used to put pressure on an employer. This can, for
example, cover overtime bans, or ‘working to rule’ - doing
only what is specifically required by your contract.

Both strikes and other forms of industrial action must
nowadays be agreed by an official ballot before they receive
legal protection.' A ballot, which must be by post and super-
vised by a qualified scrutineer, can ask whether members
approve of a strike, action short of a strike, or both: the latter
option gives union officials some discretion over appropri-
ate tactics. Without a ballot, any industrial action could ren-
der unions liable to damages. A vote for action is normally
only valid for six months. After this period is up, another
ballot has to be held in order for the action to continue.

1 Takingpartinindustrial action and strikes. UK Government (https://www
.gov.uk/industrial-action-strikes).
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The strike pattern

Figure 10 shows one measure of strike action in the post-
war period: working days lost. The figures go up to the end
of 2019; Covid disrupted union activity and data collection
over the next two and a half years.

Figure 10 Thousands of working days lost to disputes
1950-2019 (year to December)
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Source: Labour Disputes Inquiry, Office for National Statistics.

What is apparent from this chart is that strike activ-
ity over the thirty years from 1990 was far lower than in
the 1960s, 1970s and 1980s. Working days lost peaked at
almost 30 million in 1979 (in a much smaller workforce
than today), with the 1984 miners’ strike a close second.
After 1990, days lost fluctuated around a low level. The re-
cent spate of strikes may have shocked a generation which
has never seen industrial action on such a scale. But to put
it into perspective, in the year from June 2022 (when the
recent round of strikes began to take off) to end-May 2023,
the total number of working days lost was just short of
4 million, less than 15% of the 1979 total - and, incidentally,
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a tiny fraction of the 185 million days lost to sickness ab-
sence in 2022.%

Figure 11 Annual average days lost to strikes
per 1,000 employees 2010-19
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Source: European Trade Union Institute.

It’s also worth bearing in mind that the UK’s strike
record in the decade before Covid was modest compared
with other European countries such as France and Belgium
(as Figure 11 illustrates). Even at the higher post-Covid
rate the UK will not be an outlier internationally, as there
has been a recent upsurge in strikes in France, Portugal,

2 While this is a comparison often trotted out, what to make of it? If 100,000
workers in a sector go on strike for a day, this is potentially very disruptive
with much greater knock-on effects on the wider economy (as pointed out
shortly) than is the case if 100,000 random people across the country take
the day off with the sniffles. Yet the direct loss of output as conventionally
measured appears to be the same.
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Greece, Germany and the Netherlands as well as the UK,?
possibly the result of pent-up issues during lockdown now
bursting to the surface.

Taking a longer perspective, what are the ostensible
reasons for strikes? The Office for National Statistics* notes
that between 1999 and 2018, around 75% of all UK working
days lost were in disputes over pay. Other reasons included
staffing and work allocation, working conditions and
supervision and redundancy; sometimes more than one
issue was in play at the same time. Disputes which appear
to be about a particular concern may also be reflecting
other underlying problems or grievances.

There are, however, changes in the recorded causes
and frequency of disputes as economic conditions change.
Disputes over pay are more common in periods of rapid
inflation — the 1970s winter of discontent being a case in
point — while disputes over redundancies feature strong-
ly in economic downturns. For example, the recession
following the financial crisis meant rising job losses and
unemployment: thus in 2009 60% of working days lost
were over redundancies, rising to 86% of days lost in the
following year.

As might be expected given the pattern of union
membership, strikes are typically far more common in
the public sector than in the private sector. Public sector

3 The EUlabour strike map: the rise and fall of industrial action. EU Observer,
11 April 2023 (https://euobserver.com/health-and-society/156905).

4  https://www.ons.gov.uk/employmentandlabourmarket/peoplein
work/workplacedisputesandworkingconditions/articles/theimpact

ofstrikesintheuk/june2022tofebruary2023#overview



https://euobserver.com/health-and-society/156905
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/workplacedisputesandworkingconditions/articles/theimpactofstrikesintheuk/june2022tofebruary2023#overview
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/workplacedisputesandworkingconditions/articles/theimpactofstrikesintheuk/june2022tofebruary2023#overview
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/workplacedisputesandworkingconditions/articles/theimpactofstrikesintheuk/june2022tofebruary2023#overview

STRIKES AND OTHER INDUSTRIAL ACTION

employment between January 1996 and May 2023 aver-
aged around 20% of employees, but the public sector ac-
counted for 60% of all disputes, and 70% of all working
days lost, in that period. The reclassification of groups
of employees — some rail workers, Royal Mail, some col-
lege employees, even some bank employees following the
financial crash — has moved them between sectors in the
data. This may confuse matters, but the general picture is
clear. Strike activity in the 2020s is primarily a public sec-
tor activity, or involves private sector businesses which
were once in the public sector and retain high levels of
unionisation.

In the past, private sector strikes were of greater im-
portance. For example, although public sector workers
may have enthusiastically joined the Winter of Discontent
in 1978-79, that industrial relations disaster was set off by
72,000 Ford car workers going on unofficial strikes which
led to them breaching the government’s 5% pay target by
winning a 17% pay increase. This was immediately fol-
lowed by lorry drivers pushing for an even higher increase
(Whitton 2016). Similar private sector action has not been
a feature of recent strikes.

How do strikes play out?

The way in which economists analysed strikes in the last
century is in a framework developed by Sir John Hicks
(1963: ch. 7) in the 1930s. Assume a situation where a pri-
vate sector employer and union are initially miles apart.
The union makes a high wage demand, while the employer
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makes a paltry offer. A strike results. As the strike pro-
ceeds, both sides incur costs and adjust their position. In
Figure 12 the ‘union resistance curve’ slopes downwards,
flattening out at a very low wage rate where workers would
leave the job; the ‘employer concession curve’ slopes up-
ward, but reaches a maximum where paying a higher wage
would bankrupt the firm. As the diagram indicates, there
will be a wage rate at which these curves cross, and this is
where a settlement can occur. Both parties would be worse
off if the strike continued beyond ¢*.

Figure 12 A‘classic’ strike
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Hicks discusses the factors determining the position
and shape of these curves, but also makes the important
point that a strike could be avoided if each party knew
with certainty the true costs faced by the other. Then they
could proceed to the settlement at w* without the need for
a strike, with both parties better off.
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Needless to say, the parties don’t know each other’s true
position — indeed they both have an incentive to conceal it.
So Hicks’s argument suggests that anything which brings
the parties together — extended negotiations, conciliation
services and so on - helps to increase knowledge of the
other side’s position and will hasten a settlement. This be-
came the orthodoxy in industrial relations thinking in the
post-war period.

There’s much to be said in favour of this way of thinking
about strikes. An implication of Hicks’s analysis is that
the power of a union in winning higher pay is not neces-
sarily connected to the number of strikes it ‘wins’, but by
the strength of the threat the union poses to a business’s
profits. A successful union may strike rarely, because the
business realises that it would be more damaged by a
strike than by meeting the union’s demands and the union
itself knows how far to push. Hicks’s approach was built
on by Siebert and Addison (1981), who saw strikes being
caused by disruption to bargaining expectations, with
greater uncertainty (‘accidents’ such as unanticipated in-
flation) leading to more strikes.

It does suggest that strikes will end sooner rather than
later, and that both parties are rational in a narrow sense
of wanting to do the best they can. But it is a model of the
behaviour of profit-seeking private sector employers who
have to reach a settlement to stay in business, and unions
(and their members) with few resources to fall back on.

Moreover, strikes are now no longer for the continuous
extended period assumed by Hicks. Public sector unions,
with significant strike funds and members who are
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normally better off than private sector workers, typically
strike for a day or a few days at a time.® The costs to mem-
bers are limited, and in some cases made up for in overtime
later. Meanwhile, public sector employers are under little
compulsion to reach a settlement. Their ‘business’ may be
disrupted by strikes, but the civil service or schools or the
passport service will not go bust: indeed they may save
money. So strikes can drag on indefinitely.

Whereas private sector strikes are aimed at imposing
costs on employers and their shareholders, public sector
strikes are clearly undertaken to impose costs on the pub-
lic: parents whose children can’t go to school, NHS patients
who have to wait for treatment, university students whose
lectures are cancelled. The aim is to get the public so vexed
that they turn on the government, which is then forced to
settle.

Afurther complication is that public sector activists are
often not in it just to increase pay. At the extreme, some
may quite explicitly want to bring down the government.’
More moderate unionists may demand more staff be em-
ployed (a rare demand in the private sector) or that policy

5 This is the case in other countries as well. In the US, ‘traditional’ strikes
where employees withdraw labour for an indefinite period, are much less
common than in the past. In 1970 there were 381 major strikes, but by
2014 there were only 11. Union action switched to intermittent or ‘partial’
strikes, despite this type of industrial action not being protected under the
National Labor Relations Act (Landry 2016).

6 Thereisnotamomenttowaste - TUC must call general strike to bring down
Tories and bring in a workers government! 7he News Line, 11 September
2023 (https://wrp.org.uk/editorials/there-is-not-a-moment-to-waste-tuc

-must-call-general-strike-to-bring-down-tories-and-bring-in-a-workers

-government/).
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should change - for instance, that NHS services should not
be contracted out, or that Ofsted scrap a round of school
inspections. And, as we see on the railways, productivity
bargains to boost pay — which sometimes work in the real’
private sector, where trade-offs are more common and ne-
gotiators less absolutist — are anathema.

Public sector unions often do not seem to accept that
there are limits to what employers can afford. Whereas
in the private sector firms can and do go bust, and union
members (or their officials) know that they cannot push
too far, in the public sector there is no hard constraint.
Unions know that if they get the public on their side, gov-
ernments will often concede for the sake of a respite from
the never-ending task of placating pressure from clamour-
ing interest groups.

The cost of strikes

During periods of strike activity, there is often media
discussion of the costs which strikes are imposing on ‘the
economy’ or on the public. Both sides tend to exaggerate
the costs strikes impose. Unions and their supporters want
to emphasise how much employers and the public are los-
ing out by not agreeing to their demands: critics point to
the damage allegedly caused by irresponsible industrial
action and urge strikers to go back to work.

Sorting out the real costs is a difficult question. There is
only a limited and out-of-date academic literature on the
topic — perhaps not surprising, given the reduced salience
of the topic since the 1980s.

89



UNIONS RESURGENT?

90

Economists tend to focus on the first-order economic
effects of strikes in terms of reduced output. In principle,
we measure this by the pay which workers lose plus the
returns to other factors of production which are lost when
work is stopped.

One of the few published estimates of the impact of the
recent UK strikes on GDP, by the Centre for Economics
and Business Research,” predicted direct costs totalling
£1.2 billion for the year to June 2023. This was calculated
by looking at those sectors where working days were lost
to strike action, and multiplying days lost by average daily
pay rates in these sectors plus a mark-up. These costs were
summed to get an overall figure.

We could spend a lot of time quibbling over the details,
but this looks about right. However, there would be offsets
to this lost output. For if trains are not running, people will
take more taxis, or may have to stay overnight in hotels. If
junior doctors are on strike, consultants may be hired to
take on their shifts (at exorbitant hourly rates®). GDP in-
creases as a result, mitigating the direct output loss.

These offsets are only a part of the knock-on effects of
strikes, though. If railway or tube staff are on strike, many
of us can now work at home. Significant numbers cannot,
however. They have to struggle into work, almost certainly

7 Industrial action cost the UK economy £243m in Q1 due to lost working
days, but indirect costs will drive bigger overall impacts. Centre for Eco-
nomics and Business Research, 12 May 2023 (https://cebr.com/reports
industrial-action-cost-the-uk-economy-243m-in-ql-due-to-lost-working

-days-but-indirect-costs-will-drive-bigger-overall-impacts/).

8 £3kashift — how doctor strikes cost NHS fortune. BBC News, 20 September

2023 (https://www.bbc.co.uk/news/health-66861960).
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adding extra time to their commute and losing some work-
ing time. A back-of-the-envelope estimate: if 1 million
people lost half an hour’s work on 25 rail strike days in
the year to end-May 2023, this would have meant a loss
of GDP of at least £300 million. Others who cannot work
at home, and cannot get in to work at all, lose a complete
day’s output. About 13% of those who normally travel to
work by train, and are unable to work at home (questioned
in July-October 2022), reported being unable to work at all
during rail strikes (DfT 2023).

As a proportion of all workers, this would be small, per-
haps less than 2%, but this could still mean a loss of output
of £150 million or so per strike day. The total cost in lost
output by non-rail workers prevented from working could
then be of the order of £3.75 billion over the full year to
June.

The rail strikes may also have damaged activities which
depend on transport into our cities. Examples include
retail, entertainment, hotels and restaurants around city
centres, particularly in London. At the time of the June
2022 rail and underground strikes, the hospitality indus-
try estimated that they would cost its members over half
a billion pounds in lost business that week. In September
2023, the claim was now that the UK night-time hospitality
business had lost £3.5 billion from strikes over the previ-
ous 15 months.? This sector has certainly had a hard time,
both during lockdown and during transport strikes, but

9 Rail strikes cost hospitality £3.5bn. The Spirits Business, 25 September 2023
(https://www.thespiritsbusiness.com/2023/09/rail-strikes-cost-hospitali

ty-3-5bn/).
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these claims almost certainly exaggerate the effects on the
economy as a whole.

There would definitely have been losses as a result of
lower attendance at unrepeatable events such as sports
fixtures and concerts. However, some spending would
have been rearranged in time, with planned visits to
London’s hotels and theatres simply shifted to strike-free
weeks which would then have experienced an increase
over their expected revenue. There is some evidence that
a similar sort of time-shifting effect occurs when there is
an additional bank holiday (for instance, that for the late
Queen’s platinum jubilee) (DDCMS 2021).

There are other types of rearranged consumption which
would offset some output losses. Retail spending may be
diverted from city centres to out-of-town venues, or to on-
line purchases. Similarly, suburban restaurants, bars and
cinemas may have gained at the expense of the capital in
strike weeks. Such shifts occur all the time for non-strike
reasons, such as the weather.

So over the whole year, while the losses to some con-
sumer-facing businesses in London and some other big cit-
ies may indeed have been very significant, the overall net
loss of output to the economy over the year was probably
more modest, perhaps £1-2 billion.

Mention of geographical relocation of activity should
remind us that strikes can vary considerably in impact
around the country. For example, in London, well over half
of all journeys to work take place via train, underground or
bus, with only 28% by car. In Wales, just over 6% of travel
to work is by bus or rail (no underground, of course), while
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82% drive. Thus, a national rail strike has a big effect on
London, but a far smaller effect elsewhere.

Some national strikes will have had a more equal im-
pact around the country - the schools strikes, for example.
Faced with the closure of schools, many parents will have
had to take time off work. There are around 6.5 million
working parents in the UK. According to an ONS (2023)
survey, 31% of parents questioned said they would have to
work fewer hours, and 28% reported that they would not be
able to work at all.

This may be an exaggeration: when people are faced
with an actual rather than a theoretical strike, they may
find they can make arrangements with friends or relatives.
But even if we assume just half of those who say they would
have to stay at home actually do so, the cost in lost out-
put from a day off work would total in excess of £240 mil-
lion. Teachers have been on strike at varying times in the
different UK nations, but if we assume an average of five
days of school strikes during the year under consideration,
the costs of parents’ lost working time would be just over
£1.2 billion.

One of the most problematic areas to assess knock-on
effects is also one of the most controversial - the various
disputes in the National Health Service. The ONS also ex-
amined the effects of the total of 16 days of strike action
during December 2022 and January and February 2023.
Output was certainly cut: apparently ‘at least’ 93,022 out-
patient appointments, 18,716 elective procedures, 27,957
community service appointments and 9,634 mental
health and learning disability appointments had to be
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rescheduled. These were the service losses correspond-
ing to the loss of output measured by the value of days of
strike action. But these delays in treatment will have im-
plications for patients. Some may not have been able to re-
turn to work as rapidly as they could have done, meaning
further losses of output - and probably some premature
deaths as well as the subjective costs of delay in terms of
pain, distress and apprehension.

Delays might have been even greater if the NHS had not
hired extra doctors and nurses to cover for striking staff.
The NHS’s Chief Financial Officer has said that the cost
of April 2023’s 5-day junior doctors’ strike alone included
£100 million spent on paying more senior staff at premium
rates to cover for junior colleagues. Again, however, des-
pite the costs to the NHS of these extra payments, they
actually added to GDP, as noted earlier, partly offsetting
the loss of output from the strikers.

There are other, less obvious knock-on costs. Strikes
by Royal Mail and Civil Service unions will have caused
delays in receiving important documents and dealing with
legal permissions and obligations.

The conclusions to be drawn from this brief survey are,
first, that the costs of strike action to the economy are slip-
perytodefine, asin some cases consumers switch spending
in the face of strikes so that the loss to one organisation or
business may be offset by a gain to another. Second, how-
ever, that there are inevitably knock-on effects as strikes
prevent individuals in other parts of the economy from
working, or force them to incur extra costs. Third, itis clear
that the total cost of strikes is a multiple of the direct costs
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in lost output from strikers. Fourth, that the cost of strikes
in key areas such as transport, education and healthcare
is borne largely by businesses which are not party to the
disputes, and by the general public.

A rough estimate of the overall costs associated with
the rash of strike activity beginning in the middle of 2022,
and still going on at the time of writing in November
2023, would put the figure at £5 billion or so, a multiple
of the direct loss of output in the striking businesses or
organisations. This may be thought to be relatively low in
the context of a total GDP of £2.2 trillion in 2022, though
note that it does not take account of longer-term effects
of regular strike action in terms of discouraging invest-
ment, or deterring management from pushing necessary
productivity-enhancing changes to work organisation,
thus reducing growth in the longer term.

Bear in mind too that, with most of the recent strikes
beingin the public or quasi-public sector where consumers
face little choice, the effectiveness of strike action from the
union perspective is not gauged by damage to the profit-
ability of shareholders in capitalist firms, but by whether
the strike will sufficiently hurt the ordinary citizen to such
an extent that the government will acquiesce to union
demands. This, rather than the exact cost in lost GDD, is
perhaps the real issue which should be debated.

Other industrial action

In addition to strike action, unions can engage in ‘action
short of a strike’ (ASOS). This covers any action which
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imposes pressure on the employer, but which does not
amount to a full withdrawal of labour. It normally involves
little cost to the employee, but can impose a significant
cost on the employer and hence to the customer or the
general public. It accordingly requires a ballot in order to
protect the union and unionists from possible legal action.

ASOS can cover a variety of generic areas, such as
‘working to rule’ (where employees perform their duties
strictly in the terms of their contract and refuse to do any-
thing else); ‘go slow’ (which involves deliberately working
at a slower pace); a sit in’ or a ‘work in’ (where employees
under threat of dismissal occupy the employer’s premises);
or overtime bans.

In practical terms, action short of a strike can often
achieve as much as, maybe more than, a full-on strike. For
example, the train drivers’ union ASLEF has frequently
banned overtime and non-rostered working; this has led
to many cancellations of train services. It has also banned
cover for missing drivers, and stopped existing drivers
assisting in training new ones, thus extending a shortage
of drivers and delaying the introduction of new trains. In
universities, we have recently seen a union boycott of ex-
aminations and a refusal to mark exam scripts. This led to
many unfortunate students having to ‘graduate’ without
having formal results available, a good example of how
union action can severely penalise people who are not dir-
ectly involved in a dispute. In this case, ASOS has created
far more damage than the rather ineffectual series of one-
day strikes which the lecturers’ union, UCU, has held. And,
unlike strikes, this type of action often in practice may not
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lead to a loss of pay to those involved, given the complexi-
ties of calculating individual responsibilities.

Other tactics

Unions may also have other ways of pursuing objectives.
One is a consequence of the increasing regulation of the la-
bour market and the growth in importance of employment
tribunals. Although, as suggested earlier, this may have
worked against unions’ traditional role in the workplace,
it is also the case that unions have been able to use the tri-
bunal system, and the law generally, to push their agenda.

Unions will often support individuals in their tribunal
claims," but they have to be selective given their limited
resources. However, in some cases they may help organise
what amount to ‘class actions’, where a number of claim-
ants put in similar claims with union support in the hope
of achieving a new interpretation of labour law which will
advance union objectives.

For example, the GMB union helped Uber drivers win a
series of tribunal claims to be recognised as ‘workers’ rather
than independent contractors. This entitled up to 30,000
drivers to guaranteed minimum wages, holiday pay and
breaks, and many to significant compensation." Similarly,

10 Forexample, securingholiday pay to which an employee is entitled (https://
www.thompsonstradeunion.law/news/news-releases/employment-mat
ters/key-victory-for-unison-at-tribunal-voluntary-overtime-counts-to
wards-holiday-pay).

11 Uber drivers entitled to workers’ rights after Supreme Court ruling. Leigh-

day,21 February 2021 (https://www.leighday.co.uk/news/news/2021-news/

uber-drivers-entitled-to-workers-rights-after-supreme-court-ruling/).
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GMB has backed a long-running equal pay case against the
supermarket chain Asda. Predominantly female store staff
claim that they should be paid the same as the mainly male
staff working in depots. Should the case ultimately succeed,
it will have implications for all other supermarkets and
could ultimately substantially boost retail staff’s pay and
cost the industry many billions of pounds.'

Results like these achieve far more than unions could
hope to gain through conventional collective bargaining,
and illustrate how far the industrial relations environment
has moved from the voluntarist orientation of the 1960s.
Today, the labour market is highly regulated, and unions
have learnt how to use this to the advantage of their
membership.

We may take issue with the extent of employment regula-
tion, but support of tribunal claims is a valid role for unions.
So are some of the social media campaigns run by unions
to put pressure on employers. More controversial are the
techniques employed under the heading of ‘leverage’, a tac-
tic particularly associated in Britain with Unite the Union."”

Leverage involves unconventional ways of putting pres-
sure on a business, perhaps involving the company’s di-
rectors (and sometimes even their families), shareholders,
investors, customers and suppliers. A union may try to cre-
ate difficulty for an employer by organising or facilitating

12 Asda workers win key appeal in equal pay fight. BBC News, 26 March 2021
(https://www.bbc.co.uk/news/business-56534988).

13 Leverage campaigns and how they work. Wales Institute of Social and Eco-
nomic Research and Data, 30 September 2021 (https://wiserd.ac.uk/blog/
leverage-campaigns-and-how-they-work/).



https://www.bbc.co.uk/news/business-56534988
https://wiserd.ac.uk/blog/leverage-campaigns-and-how-they-work/
https://wiserd.ac.uk/blog/leverage-campaigns-and-how-they-work/

STRIKES AND OTHER INDUSTRIAL ACTION

media stories, using sympathetic Parliamentary commit-
tees' and social media campaigns both directly against
the firm and against its suppliers and clients. It may or-
ganise demonstrations or questions at company AGMs. It
may involve picketing at different locations; in one notori-
ous case Unite arranged for thirty people to stand outside
the home of one director, and sent ‘wanted’ posters to the
daughter of another.

Such measures can be effective, though they could tip
over into intimidation. They may also be intended to mis-
lead as to the real degree of support for a campaign, and
may need to be monitored.

Conclusion

Strike action today is mainly concentrated in the public
sector, and it is at levels which, though higher than for
many years, remain far below those of the 1970s and 1980s.
Today’s strikes typically take the form of an intermittent
series of one- or two-day strikes, rather than an extended
period of withdrawal of labour of the kind we saw, for
example, in the miners’ strike of 1984-85. Strikes in the
public sector or quasi-public sector are consciously aimed
at inconveniencing the public, with the intention that this
will then lead the government to agree to union demands
in order to appease voters. The cost of strikes, though

14 An example is the way in which the House of Commons Business, Innova-
tion and Skills Committee took up Unite’s campaign against Sports Direct
(https://publications.parliament.uk/pa/cm201617/cmselect/cmbis/219/

219.pdf).
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modest in relation to the economy as a whole, hits some
sectors hard and totals considerably more than the direct
costs in terms of the lost output of strikers.

Most strikes are over pay, particularly when prices are
rising rapidly, but sometimes about other working condi-
tions such as hours and rest periods. However, in economic
downturns, job losses and redundancies become more im-
portant. For some activists, the objective goes beyond trad-
itional focus on pay and conditions to demand changes in
government policy — and even, in some cases, changes in
the government.

Strikes attract much attention in the media, but are
only one weapon in unions’ armoury. Various forms of ac-
tion short of a strike can often have a considerable impact.
Unions have had some success with group claims through
employment tribunals, and also with unorthodox ways of
pressuring businesses to accede to their demands.

How far strikes succeed in meeting their objectives is a
moot point. The recent round of strikes has seen relatively
few unions achieve pay increases in excess of inflation, al-
though there are still some major disputes, for example, on
the railways and for NHS doctors, where the outcome re-
mains uncertain at the time of writing,. It may be that other
tactics now have more success than this centuries-old
manifestation of union strength.

However, the outcome of particular strikes or other
industrial action is probably less important for unions
and the economy in the long run than the effects of union
activity over time. It is this topic which the next chapter
explores.



6 THE ECONOMIC EFFECTS OF UNIONS

There is a considerable academic literature, of varying de-
grees of sophistication, on the longer-run economic effects
of trade unionism. This covers the effects on the level of
wages, the dispersion of wages, working conditions, health
and safety, productivity, and a number of other issues.

The relative wage effect

Wages are certainly the most researched area. Some
early economists - Adam Smith, for example — seem to
have thought that unions could raise pay. Others, how-
ever — Ricardo and Malthus among them - demurred, be-
lieving that in the long run competition in product markets
would eliminate firms which paid in excess of the ‘natural’
level of wages. Their view was echoed in modern times by
Milton Friedman and other Chicago economists. Others,
however, have taken the view that firms with continuing
product market power generate rents’ which unions can
grab a share of over long periods.

There are a number of reasons why we might expect
trade union members to be paid more than non-members
(Bryson 2007, 2014). The most obvious is that unions force
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pay up through collective bargaining. Another related
reason might be that they are better able to resist cuts in
wages during economic downturns (leading to the predic-
tion that the ‘trade union premium’ or the ‘relative wage ef-
fect™ tends to increase during recessions as non-unionists
face pay cuts).

A more subtle reason why there might be a union pre-
mium emphasises that a union, by forcing up wages, may
reduce employment. This means that some workers can-
not get jobs in unionised businesses, and are thus forced
into the non-unionised sector, where the increased supply
forces down wages. However, this means that the size of
the trade union premium exaggerates the gain to workers
from union membership. It also suggests a loss to the econ-
omy as aresult of moving workers from more productive to
less productive jobs.

More positively, a union premium could persist because
union members are less likely to change jobs; over time
this makes them more experienced, and encourages em-
ployers to invest in training. Their enhanced ‘firm-specific
human capital’ (Bryson 2014: 3) thus makes them more
productive, justifying paying them more than non-union

‘outsiders’. Furthermore, as higher-paying union jobs are in

short supply, employers have a queue of applicants from
which to choose the best workers. Again, the average prod-
uctivity of unionised employees rises, making higher pay
compatible with profitability.

1 The percentage relative wage effect is [(W, - W,,)/W,] x 100, where W, is the
union wage and W, the non-union wage.



THE ECONOMIC EFFECTS OF UNIONS

However, things may not work out like this. There may
be a ‘threat effect’ (Rosen 1969) of unionism which raises
the relative pay of non-union members. In this view, em-
ployers who do not want the potentially disruptive in-
fluence of unions may be willing to pay workers extra to
obviate the threat. This tactic may not be explicit: workers
in firms which pay well may just see less need to join a
union. Where the tactic succeeds, the union membership
premium may be non-existent.

Another factor tending to minimise the membership
premium is the coverage of collective bargaining. As we
have seen, where unions are recognised, bargaining covers
both union and non-union members. So in the public sector,
88% of all workers were covered by collective bargaining in
2022, although union membership was only 48.6%. In the
private sector the figures were 32.6% and 13% respectively.
As explained in chapter 1, the non-unionists get a ‘free ride’
on union bargaining: they get any pay increase negotiated
by unions without contributing to the cost of organisation
and negotiation.

This all means that a simple comparison of union
and non-union members, such as that shown in Fig-
ure 13, can tell us rather little about the effect of union
membership on hourly earnings. It certainly cannot
tell us what earnings would have been in the absence
of unions, a comparison with which would give us the
‘true’ effect of unions. The direction of the trend in this
figure may, however, be indicative. The sharp decline in
the raw’ premium in the last few years probably reflects
the relative decline in pay in the (heavily unionised)
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public sector, which has fuelled the recent increase in
industrial action.

Figure 13 Trade union wage premium (%) 1995-2022
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However, as we saw in chapter 4, union members are
not representative of the workforce as a whole. They are
typically older, more experienced, hold higher qualifica-
tions, and so on. This means that, even in the absence of
union membership, they would tend to earn more than the
average worker because they possess characteristics which
are valued by employers. This means that serious analysis
of the effects of unions on pay have to model what union
members would have been paid if they were not unionised
in order to estimate the ‘adjusted’ premium (Bryson 2014).

There have been many attempts to do this with differ-
ent data sets and different model specifications. Typically,
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the ‘adjusted’ premium is significantly less than the raw’
premium and in some cases appears to be zero or even
negative, although the effect for poorly paid workers
(including some minority ethnic groups) appears to be
greater than for better-paid workers and for women than
for men (Bryson et al. 2019). There also seems to be a big
difference in the union premium between the public and
private sectors, something worth flagging up. Blanch-
flower and Bryson (2010) find that, after controlling for
workplace characteristics, worker occupations, qualifi-
cations, job characteristics and demographic factors, the
public sector union premium in 2004 was about twice
that in the private sector.

Unions and inequality

An implication of the existence of a membership premium
would seem to be that unions tend to increase inequality
within the labour market, representing an elite group of
older, more educated, more skilled workers which is able
to secure higher earnings.

This is an interpretation of the labour market which is
rejected by union supporters. They point out that unions
have historically insisted on workers in the same or sim-
ilar jobs being paid the same. They have, for example,
resisted performance-related pay, which they argue to
be open to favouritism and could undermine pay settle-
ments for the collectivity. Thus one thing about which
there is reasonable consensus in the research literature
is that, even if unions might act to increase inequality
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across the economy, they tend to reduce the dispersion
of pay within unionised organisations. Evidence from the
US and Canada (Card et al. 2018) suggests that the effect
is much stronger in the public sector than in the private
sector, and it is reasonable to assume that this is true in
the UK as well.

There might be a case for saying that this may make
labour markets more competitive, as pay variations are
clearer and more obvious and that this could assist labour
mobility and job matching. However, it is also true that
unions could make labour markets work less efficiently,
if rewards for individual effort are suppressed by union
egalitarianism and if rigid wage structures lead to short-
ages of some types of workers and excess supplies of others.
Some problems of public sector pay might be associated
with the narrowness of differentials.

One issue which concerns many labour market ana-
lysts is possible discrimination against minority ethnic
groups and women. Unions nowadays are very vocal in
their opposition to discrimination. They have cleaned
up an act which was sometimes distinctly grubby in the
past. W. H. Hutt (1954), who had a strong influence on
Hayek’s concerns about unions, pointed to white trade
unions as a major force behind South Africa’s apartheid
system - and in Britain there was something rather simi-
lar in various places. Railway unions kept women and mi-
nority workers out of the better-paid jobs for many years
(Wolmar 2022: 194-97), while the TGWU’s colour bar on
Bristol buses in the 1950s and 1960s is notorious. More-
over, though the London dockers’ 1968 march in support
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of Enoch Powell® is often remembered, it is forgotten that
this support was also manifested in more than 20 strikes,
involving 10-12 thousand workers across the country.
This involved, for example, brewery workers in Wolver-
hampton, motor panel workers in Coventry and power
station workers in Staffordshire (Baroda 2021). And as
late as 1969, the TUC General Council resisted rank and
file calls for positive action to combat discrimination
(Sullivan n.d.).

Nowadays, however, there seems to be a smaller pay
gap between white and minority workers where unions
are present (Forth et al. 2023). Relatedly, it appears that
the rather more frequently discussed gender pay gap may
be smaller in workplaces where unions are present (Elvira
and Saporta 2001). However, this is complicated because,
in settings where women form the majority, such as in
some public sector occupations, unions may downplay
wages and foreground other objectives such as job flexibil-
ity. A trade-off may be involved.

Other union ‘premia’

This draws attention to the important point made by
Freeman (1981), Freeman and Medoff (1984: ch. 4) and
Buchmueller et al. (2004): unions may not just pursue
higher earnings, but other objectives as well. In the US
context, Freeman and Medoff (1984: 61) mention ‘pensions,

2 InApril 1968, Enoch Powell was sacked from the Conservative Shadow Cab-
inet by Edward Heath for making a provocative speech about immigration.
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life insurance, major medical benefits, dental insurance,
prepaid legal assistance, paid vacation, and payments for
holidays’ as fringe benefits which unions may help workers
secure. At the time, they claimed, over half of labour costs
in large firms went on benefits of this kind.

To the extent that this is significant, there would be
otherunion premiain addition to the wage premium. Given
the existence of a welfare state and more extended labour
market regulation, benefits of this kind may not have been
as significant in this country, but they still exist. There has
onlybeen limited research on thisissuein the UK, and what
there has been is rather out of date. However, reviewing
the influence of trade unions in a paper for the TUC, Bry-
son and Forth (2017: 6) conclude that the literature shows
that ‘workplaces with recognised unions are more likely to
provide extra-statutory sick pay, employer-provided pen-
sions, special paid leave for emergencies, and subsidised
childcare’. In their own research, Forth and Bryson (2019)
find a substantial union premium on paid holidays, larger
than the relative wage effect. The premium has, however,
fallen as legislation has increased holiday entitlements
for all - an example of the point made in chapter 4, that
state provision now provides a substitute for some of the
benefits which unions have historically provided. This is
likely to be true also of the other benefits referred to in the
TUC report: since the early 2000s, we have seen increases
in state-mandated leave arrangements, auto-enrolment in
pension schemes, and childcare subsidies.

Freeman and Medoff (1984) argue that, by providing
union workers with a voice, they are able to convey to
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management that employees might prefer a different
combination of wages and other benefits that businesses,
ignorant of worker preferences, would otherwise provide.
Thus they might provide a Pareto-optimal gain if firms can
cut back on pay offers but increase some other benefits on
a cost-neutral basis.

An obvious implication of this is that a concentration
on the union wage premium can understate both the real
gain to workers and the real cost to employers. A further
implication is that changes in the measured wage premium
might reflect not a decline in union bargaining strength,
but rather a shift of preferences over time as wages become
relatively less important, and at the margin, a new gener-
ation of workers value more highly shorter hours, working
from home, or other flexible employment options.

Unions and job satisfaction

This leads on to another question which has concerned
many commentators. If unions bring benefits to their
members in terms of pay and other goodies, does it not
follow that they will be more satisfied with their jobs, and
enjoy greater well-being than non-members? You might
think so, but for along time, economists have doubted this.
Early empirical work by Borjas (1979: 38) found that ‘on
average, union members report significantly lower levels of
job satisfaction’ than non-union members, with this result
holding ‘within occupational categories and across types
of union’. Other studies supported this finding; a few years
later Freeman and Medoff (1984: 196) wrote:
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In survey after survey of job satisfaction ... union workers

... report themselves less satisfied with most facets of their
work, notably overall job satisfaction and supervisory
treatment.

Economists have offered two possible explanations, cate-
gorised as the ‘voice’ and ‘sorting” hypotheses. As we have
seen, Freeman and Medoff emphasised voice in their work,
taking the line that unions offer a way to articulate critical
attitudes towards the workplace. In order to build support,
unions have to draw attention to the downsides of workers’
jobs. An alternative view is that workers who experience
poor working conditions, or are perhaps naturally discon-
tented with their lot, will be more likely to join a union.
Workers either ‘sort’ into union membership or stay out-
side. In this view (Laroche 2017):

it’s not that being unionized makes employees less sat-
isfied; it’s that being the type of person who’s often dis-
satisfied or working in a place where there’s lots to be
dissatisfied about makes you more likely to join a union.

Work by Laroche (2016) and by Bessa et al. (2020) tends
to support this view, with union membership not being a
causative factor in correlations between membership and
job satisfaction or other well-being indicators.

Other research in this area has pointed out that the bulk
of the studies finding a negative union-job satisfaction re-
lationship have been conducted in the US or the UK. But
perhaps this relationship may not exist in other industrial
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relations contexts. Thus Hipp and Rolins Gavan (2015), in
a cross-national study, find that the relationship between
union membership and job satisfaction is contingent on
the industrial relations system in particular countries,
with factors such as union density, bargaining coverage
and centralisation or decentralisation of bargaining play-
ing an important part.

In a similar vein, van der Meer, using European Social
Survey data, argues that the negative union effect does not
exist for continental Western Europe. He puts this down
to the centralisation of collective bargaining in much of
the continent, which tends to remove conflict from the
immediate workplace, and through the ‘empowerment’ of
workers in social partner regimes. By empowerment, van
der Meer (2019: 307) says:

I mean that employees gain decision rights, or influence,
over how the organization is managed, which goes be-
yond autonomy in their own jobs.

If the union-job satisfaction relationship varies geograph-
ically, it may also vary over time. In a wide-ranging art-
icle which appears to overturn more than 40 years of as-
sumptions, Blanchflower et al. (2022) draw on analysis of
surveys covering 2 million respondents from Europe and
the US. Far from union membership being associated with
discontent, these authors now find ‘partial correlation
between union membership and employee job satisfac-
tion is positive and statistically significant’ (p. 255). What
appears to have happened around the turn of the century,
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they claim, is a switch in the UK and the US from a nega-
tive relationship to a positive one. This may have resulted
from the changing institutional and legal environment, it
may partly reflect business cycle fluctuations which make
union members appreciate their relatively privileged pos-
ition in economic downturns, or it may be a cohort (gener-
ational) effect.

On this latter point, a possibility is that ‘changes in the
industrial and occupational composition of unionized
workers’ (p. 275) may account for a flip in attitudes. A
growing proportion of the shrunken union movement in
both the US and Europe is made up of white collar or pro-
fessional workers in the public sector, who may very well
have different attitudes from those of the blue-collar work-
ers who used to dominate union membership. They may be
treated differently in their day-to-day work and have much
less fear of losing their jobs in recessions.

So the result of this, if Blanchflower and colleagues are
to be believed, is that union membership does now after all
tend to be associated with greater job satisfaction, though
quite why this is, and how permanent it is, remains unclear.

Union effects on productivity

If wage effects, other union premia and job satisfaction are
measures of benefits to union members, economists have
often been more concerned with wider effects on the econ-
omy. We have already noted that union benefits may be at
the expense of costs to others - for instance, workers being
displaced into non-union employment if unions reduce
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employment in unionised firms and sectors, or businesses
and individuals impacted by lengthy strike action.

There is also a considerable literature on the effects of
unions on productivity. Of course, there is a trivial sense
in which unions forcing up wages for members necessarily
increases the marginal revenue productivity of those con-
tinuing in employment, but this is achieved by forcing up
prices where possible, and by cutting employment.

More importantly, there is an effect on overall prod-
uctivity in the economy if union action diverts workers
from high-productivity to low-productivity jobs, or cre-
ates or lengthens the duration of unemployment. On the
point of duration of unemployment, for example, the
employment protection literature (Scarpetta 2014) sug-
gests that restrictions on firing workers (such as might
be reinforced by powerful unions) slow exits into unem-
ployment — but also delay rehiring, as businesses become
reluctant to take on employees in uncertain recoveries.
The longer people remain unemployed, the greater the
loss of output and the more likely it is that skills and mor-
ale will deteriorate.

To the extent that unions distort labour market out-
comes and lead to inefficient allocation of human and
physical resources, there is a deadweight loss to the
economy (Hirsch 1997: 5). However, the bulk of research
on union effects on productivity avoids this broad macro-
economic perspective and is concerned with the impact of
unionisation on particular firms and industries.

There are many ways in which unions can affect labour
productivity (Barth et al. 2020a). On the negative side,
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union-imposed pay structures may distort incentives
and efforts; restrictive practices such as over-staffing and
resistance to innovative technology may hold back prod-
uctivity directly; constant disputes and time-consuming
grievances may displace management time and focus;
job protection and rigid contracts may prevent necessary
adjustment to economic change. There may also be prob-
lems if union-enforced job security reduces management’s
ability to impose necessary work discipline, with excessive
unauthorised absences® and shirking.

On the other hand, if union action boosts pay but re-
duces employment, as in the right-to-manage framework,
there will be a queue for jobs in unionised firms. This will
enable management to be choosy and pick more able and
committed workers. These workers will be more likely,
because of the higher pay, to stay with the firm. This will
reduce turnover and recruitment costs, and encourage
employer investment in training and capital equipment,
which will in turn boost productivity.

However, some of these ‘positive’ effects on productivity
may, like relative wage effects, be at the expense of other
participants in the economy. A less ambiguous source of
gains was that first analysed by Freeman and Medoff (1984),
mentioned earlier. In this view, unions give ‘voice’ to the
preferences and knowledge of employees, thus enabling

3 Veliziotis (2010), using UK Labour Force Survey data for 2006-8, finds that
‘trade union membership is associated with a substantial increase in the
probability of reporting sick and in the amount of average absence taken.’
This result can be largely attributed, he claims, to the protection that
unions offer to unionised employees.
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employers to have a clearer understanding of their work-
force and assisting in joint problem-solving.

It is likely that in any workplace both these sets of ef-
fects are working. Research studies have therefore inevit-
ably concentrated on the net effect of forces operating in
both directions.

In the last thirty to forty years, there have been dozens,
perhaps hundreds, of empirical studies of the effects of
unions on productivity. These differ in the data sources
(which may be cross-sectional, longitudinal or panel),
the level (firm or industry) studied, and the model spec-
ifications (which differ in mathematical form and in the
‘moderating’ variables — such as closed-shop arrangements,
union recognition, multi-unionism - which qualify the
effects of unionisation on productivity). Although some
apparent constancies can be found in simple qualitative
comparisons of different studies — such as the net effect
being relatively modest (Addison 2020: 5) — a more rigor-
ous assessment comes from meta-analyses (Doucouliagos
and Laroche 2003; Doucouliagos et al. 2017).

A meta-analysis in this context is used to evaluate
empirical research by quantification of the factors caus-
ing differences in union effects on productivity between
studies.*

4 'The approach (Doucouliagos et al. 2017: 35)

offers a scientific basis for reviewing the evidence base of union
effects or other claimed relations between variables. It involves: a
search for comparable studies, the coding of estimates and research
dimensions, calculation of meta-averages, detection and correction
for publication bias, and analysis of heterogeneity.
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In their earlier study, Doucouliagos and Laroche (2003)
found that, after controlling for differences between stud-
ies, there was a negative association between unions and
productivity in the UK, but a positive association for the
US. In the later work (Doucouliagos et al. 2017: 37):

[W]e conclude that the impact on productivity varies
by country and industry. For manufacturing, we find
no effect for the United States, confirm the finding of an
adverse effect for the United Kingdom, and find a positive
effect for developing countries. In the case of other indus-
tries, we find positive productivity effects for construc-
tion, mining, and education. Taken together, the different
industry and country effects yield a zero productivity
effect overall.

Although these authors offer a magisterial view of the em-
pirical literature, the issue can certainly never be regarded
as closed. Recent work by Veliziotis and Vernon (2023), for
example, suggests that in the UK things have changed
since the millennium, with unionisation now being associ-
ated with higher productivity. The Thatcherite revolution is
said to have broken the old union model in the UK’s private
sector, with restrictive practices scrapped and improved
industrial relations in those firms where unions retain a
strong presence. In these authors’ view, the ‘voice’ effects
of unionism are now to the fore.

But despite its recent publication, their study draws
on data from the Workplace Employment Relations Sur-
vey from well over a decade ago, and it remains to be seen
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whether this improvement in productivity performance,
if improvement there was, has been sustained. Certainly,
looking at recent prominent industrial disputes, such as
those on the railways® where over-staffing and the mainte-
nance of restrictive practices continue to be a very visible
feature of union policy, this may seem like wishful thinking.

Unions and employment growth

The consensus probably remains that unions have net
negative effects on productivity in the UK. But even if the
effects were to be minimally positive, it seems unlikely
that they offset the increase in employment costs associ-
ated with union wage and other premia. The implication
is then that profits are eroded, and also that share prices
will be negatively affected. Both of these outcomes may
deter investment and thus be associated over time with
lower employment growth (Hirsch 1997: 5; Addison 2020:
6). Although, as always, there will be studies where this is
shown not to be the case, Laroche (2020: 19), summarising
findings from the US and the UK, states that ‘the evidence
points to a direct negative relationship between unioniza-
tion and profitability’.

Even if firms in protected markets are able to maintain
profits by passing costs on to consumers, this will likely
lead to a fall in consumption and a consequent fall in em-
ployment below what it would otherwise have been.

5 The unions have, for example, opposed attempts to reorganise rosters
to allow regular weekend working, one-person operation on trains, and
changes to ticket offices.
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This in turn may be one of the reasons why union density
has declined in the private sector. If employment growth
in unionised businesses is slower than in non-unionised
businesses, and few new businesses become unionised, the
overall unionisation rate will fall.

There is pretty strong evidence that unionised busi-
nesses are associated with slower employment growth.
Indeed, this has been called ‘the one constant’ in empirical
research about unions which, as always, contains a lot of

‘on the one hand ... on the other. Most studies have sug-

gested that unions slow employment growth by 2-4 per-
centage points ayear. Examples include for the US, Leonard
(1992); for the UK, Blanchflower et al. (1991), Bryson (2004),
Addison and Belfield (2004); for Canada, Walsworth (2010);
for Australia, Wooden and Hawke (2000); and for Germany,
Brandle and Goerke (2015).

Comment

It is clear that unions do have a measurable impact on a
number of important economic variables. Despite the need
to adjust a ‘raw’ premium to account for characteristics of
union workers and their workplaces, there appear to be
wage (and non-wage) benefits to union membership. How-
ever, these benefits appear to vary from group to group,
and they may be stronger in the public sector than the
private sector. The wage premium has probably declined,
although it may be that union strength is now manifested
in non-wage improvements such as reduced hours and
flexible working.
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Where do these benefits come from? Not in the main
from productivity improvements, although as we have
seen some researchers (Veliziotis and Vernon 2023) claim
that in the UK unions may now have a positive effect on
productivity. Even if they do still have a negative impact,
among the research community there is an underlying
sympathy for unions, as in this observation (Laroche 2020:
24):

In a time of high and rising inequality, union activities
almost invariably trade off some economic efficiency for
greater justice in the workplace and reduced inequalities.
This means that the existing studies that provide the
evidence basis for ... [this report] ... are only one part of
a decision system. They must also be evaluated relative
to workers’ and employers’ social preferences and utility
functions.

This seems to suggest that the costs of economic inefficien-
cies and welfare losses should be downplayed in favour of
assertions about the benefits which union members obtain.
But this is a political rather than an economic judgment.

Moreover, such costs are not merely abstract; they fall
on other workers who are displaced into poorer-paying
jobs (or none), consumers who pay higher prices, share-
holders who get poorer returns, and - particularly given
unions’ strength in the public sector - taxpayers who pay
more for public services. While union sympathisers may
disagree, higher pay for unionised workers does not auto-
matically serve to improve social justice.
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7 TRADE UNIONS AND THE FUTURE

The story thus far: trade unions in Britain have a long his-
tory, leaving a pattern of industrial relations differing from
that in other countries, with the state taking only a limited
part in regulating negotiations over pay and conditions
and the institutions involved. Although unions have mod-
ernised in many ways, after two hundred years they retain
a distinct residue of the way in which they grew up. Part
of this is a continuing element of suspicion, even antago-
nism, towards employers and governments - and an often
uninhibited pursuit of sectional interest. Many employers
in turn are still wary of unions, and in the newer private
sector industries unions often play a negligible role. Their
remaining muscle is in the public sector and some legacy
private sector businesses which were for a long time in
the public sector, such as Royal Mail, the utilities and the
railways. The decline in overall union membership and
union density over recent decades has many causes: it is
common to most developed countries and should not be
seen simply as the result of the Thatcher-Major industrial
relations reforms.

I have observed that theoretical economic analysis of
unions has never been particularly fruitful, replete as it
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is with classic two-handed conclusions. On the one hand,
unions can be seen as monopolists, using market power to
secure higher wages and distort the allocation of labour.
On the other, they can be seen as rebalancing the scales
against employers who may themselves possess market
power as monopsonists, forcing down wages below those
which would prevail in a competitive market.

Differences of opinion may now be played out in a more
formal analytical style, but this is essentially the same
dispute as that which exercised economists two centuries
ago. A more recent addition to the discussion came with
Freeman and Medoff’s argument that unions could offer
‘voice’ in the workplace and thus reduce labour dissatisfac-
tion and turnover, allowing employers to offer a more ap-
pealing combination of pay and other conditions, and thus
indirectly improving productivity — an argument which is
attractive to the ever-growing number of HR professionals.
But against this, counter-arguments stress that unions
can also damage productivity through reducing organisa-
tions’ ability to respond flexibly to change.

The last forty years have seen a proliferation of attempts
to test propositions about unions, involving the application
of steadily more sophisticated econometrics to more wide-
ly available datasets. This has clarified some issues, though
by no means all. Summarising findings, it appears that
union membership tends to boost pay, working conditions
and fringe benefits, but by less than is often thought and at
a declining rate over time as labour market legislation has
usurped part of unions’ role as workers’ champions. It also
appears that unions reduce inequality within workplaces.
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The evidence on productivity is less clear, with much de-
pending on context, but as we have seen, meta-analysis of
empirical work tentatively suggests that overall in Britain
unions have a negative effect. It does seem that profitabil-
ity is lower in unionised workplaces, and one result which
seems to be firmly established in studies from many dif-
ferent countries is that unionised businesses grow more
slowly than non-unionised businesses.

The evidence that unions have an impact and produce
benefits for their members does not enable us to say that
unions serve some wider concept of economic or social
justice. If unions reduce employment in better-paid sec-
tors, for example, this may have the effect of crowding
more workers into less-well-paid sectors and pushing pay
there even lower. And though they may reduce inequality
within unionised workplaces, they probably increase in-
equality between employees in different workplaces.

Will there be a union revival?

It may be that the recent round of strike activity will
encourage a recovery in unionisation, but there have so
far been few signs of this.! As suggested in chapter 4, the
changes in our economy and society which have occurred

1 Though there has been an attempt by the GMB to unionise the Amazon
warehouse in Coventry, seeking to emulate similar action in the US. Some
have claimed that thisisastrawinthe wind. Amazon doesnotrecognise the
union and has taken steps to thwart recognition, but as many as 1,000 work-
ers have been on strike in a continuing dispute (https://www.gmb.org.uk/

news/coventry-amazon-workers-vote-to-extend-strike-for-six-months).
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since the heyday of unionism in the 1970s and 1980s are
not going to be reversed.

Some writers (Frangi et al. 2019) see unions as ‘dino-
saurs’ which have failed to adapt to changes in society
and in the ubiquity of social media. While unions may use
Facebook, X and all the rest, they may have tended to do
so as a form of ‘broadcast’ to spread the word, rather than
engaging in the constant tweeting and retweeting which
build supportive networks as well as union membership.
These networks could act to pressure employers and gov-
ernment, amplifying union influence.

In this view, unions might also want to reorient towards
campaigns to improve the lot of workers who are not cur-
rently unionised, and indeed could not easily be involved
in traditional collective bargaining - freelance and even
self-employed workers, for example.

The strikes which we have seen recently, however, re-
prise twentieth-century, even nineteenth-century, dis-
putes where you can have set-piece confrontations with
a large employer (nowadays very often the state or its
functionaries) with a continuing existence. This is familiar,
almost comforting, territory for the union movement. But
unions have had relatively little to say about the emerging
twenty-first-century environment of the ‘gig’ economy,
where pop-up businesses appear and disappear overnight,
there is increasing self-employment and contracting-out,
contracts are only temporary and innovation and change
are daily realities.

Some workers may thrive in this environment. Others
may be vulnerable - but unions can’t turn the clock back
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and impose long-term, secure employment on compa-
nies which may not be here in two or three years’ time
and whose business model requires greater employment
flexibility than unions are prepared to tolerate. Workers
in today’s more fluid world arguably benefit from unions
which rediscover their ‘friendly society’, self-help roots
- offering insurance, freestanding pensions, help with
mortgages, legal advice, assistance with job search and so
on. This may be where any future growth of unionism lies,
rather than in old-style confrontation with large employ-
ers and government, which comprise only a part of today’s
mind-bogglingly diverse labour markets.

Old-time religion

But if unions cannot easily reinvent themselves, it is
tempting for their officials to ask if government action
can artificially revive old-fashioned unionisation to some
degree. Should the government attempt to do so? Many on
the Left would argue it could and it should. For example,
the IPPR (Institute for Public Policy Research) Economic
Justice Commission, a grouping of the Great and Good
from the Archbishop of Canterbury downwards, made a
detailed case for such intervention in a widely publicised
report (IPPR 2018). This seems to have made a consider-
able impression on the Labour Party leadership, which
plans to implement many of its suggestions now it is back
in government.

The IPPR claimed that unions are a necessary element
in securing economic justice, though little attempt was
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made to justify this assertion or review the arguments
against. The report argued for a doubling of collective
bargaining coverage to 50% of workers by 2030. Specific
proposals to achieve this included a new right to access’
that would require organisations to allow unions physical
access to workplaces to talk to workers and recruit mem-
bers. This should be combined with a ‘digital right of ac-
cess’ to reach remote workers and a new right to join’ spelt
out formally in workers’ contracts. The Commission also
proposed a trial of auto-enrolment into trade unions with-
in the ‘gig’ economy, on the model of auto-enrolment into
workplace pensions, and a WorkerTech Innovation Fund
to support unions to innovate and use digital technology
to recruit and organise.

A paper written for the Commission went into more
detail of these and other proposals. One example (Dromey
2018: 26):

In order to reverse the decline in collective bargaining
and to boost pay and productivity, the government
should seek to promote sectoral collective bargaining in
key sectors.

This proposal has frequently been made. It is likely to be
easier and cheaper for unions to negotiate for whole sec-
tors than to deal with separate employers. The decline in
such sector-wide bargaining has already been noted.

The case for reviving it has sometimes been linked
to a well-known academic paper by Lars Calmfors and
John Driffill (1988). Writing at a time of generally high
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unemployment in Europe, they argued that macroeco-
nomic performance was linked to the degree of central-
isation of collective bargaining. Those economies with
highly centralised bargaining, such as the Nordic econ-
omies with high unionisation rates, were associated with
low unemployment - but so also were the economies with
highly decentralised bargaining and lower unionisation,
such as the US. ‘Intermediate’ economies, which were nei-
ther strongly centralised or strongly decentralised, fared
worse and faced higher unemployment. More recent evi-
dence (Pastore and Shorman 2018) has shown that there
has been a gradual movement across the board towards
decentralisation, but that it is still possible to discern the
relationship which Calmfors and Driffill suggested.

The point is that, though in principle both centralised
and decentralised systems could produce similar macro-
economic results, the centralised system is associated with
greater equality and thus appeals to the Left. However,
whether a revival of sectoral bargaining can now be engi-
neered by government is doubtful. The growth of industry-
or sector-wide bargaining in the UK was an organic
growth: employers developed sectoral representation as a
response to the growth of powerful industrial or sectoral
unions. The conditions which gave rise to it - economies
of scale in heavy productive and extractive industries,
similar technologies and working conditions within a na-
tional economy - gradually disappeared as we moved to-
wards service-related activities, as economies globalised,
supply chains lengthened and ownership shifted abroad,
often into conglomerate businesses. National sectoral
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bargaining thus lost its rationale. The practicalities of
putting it back together, through government-created Sec-
toral Councils, seem likely to prove insuperable in general,
though it is possible this could succeed in sectors without
significant penetration from foreign-owned businesses. It
has been suggested that social care might fit the bill, and
Labour has proposed beginning with this sector. However,
the small scale of many operators presents another set of
problems and we might end up with something like the old
Wages Councils rather than the genuine sectoral collective
bargaining which the IPPR envisages.”

Another proposal put forward by the IPPR Commission,
and elaborated on in Dromey’s paper, is that ‘public and pri-
vate companies of more than 250 employees should have at
least two workers, elected by the workforce, on their main
board.” As Dromey admitted, these ‘would often be union
representatives’. Back in the mid 1970s, the Bullock Com-
mittee, set up by Labour as part of the discussions around
the Social Contract, had recommended something similar.
Though endorsed by the TUC, its conclusions were opposed
at the time by many leading unionists (and by Hugh Clegg,
who saw them as compromising union independence). They
were never implemented. Now, however, worker representa-
tion on boards seems more popular on the Left. The advan-
tages claimed for it are fairly nebulous: an ‘opportunity for
worker voice at the firm level, and for social partnership’.

How this would work out in practice is unclear. In
Germany, they have had workers on supervisory boards

2 https://capx.co/labours-social-care-plans-are-a-century-out-of-date/
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for many decades. In a frequently quoted study of ‘co-
determination’ Gorton and Schmid (2004), looking at the
shock associated with restructuring in the wake of Ger-
man reunification, claim that employees on boards redis-
tribute the firm’s surplus towards themselves and reduce
shareholder value. Shareholder representatives respond
to lower dividends by higher leverage, which commits
more cash to leave the firm. This may increase risk to the
enterprise’s future. A recent study (Jéger et al. 2022) takes
a more sympathetic view; however, it finds that co-deter-
mination has little impact one way or another. It may pos-
sibly cause a marginal increase in wages and job security,
but has largely zero or at best small positive effects on
firm performance.

Not all the IPPR’s proposals are likely to be picked up
by the new Labour government, but the party’s Deputy
Leader, Angela Rayner, has outlined a New Deal® which
would boost unions. In a speech* to the September 2023
TUC conference, she listed a range of measures which La-
bour intends to introduce. Some of these, such as a higher
National Living Wage, higher sickness benefits, ‘fair pay’
for care workers and a ban on some types of zero-hours
contracts, do not directly involve the unions - and indeed,
as discussed earlier, might to some extent serve as substi-
tutes for union membership and activism.

3 This refers to the Green Paper published by the Labour Party in 2022
(https://labour.org.uk/wp-content/uploads/2022/10/New-Deal-for-Work
ing-People-Green-Paper.pdf).

4 https://www.tuc.org.uk/speeches/deputy-labour-leader-angela-rayners
-speech-tuc-congress-2023
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But in an Employment Rights Bill promised within the
new government’s first 100 days, the 2016 Trade Union Act
and the 2023 Minimum Service Levels Act will be repealed,
a key demand of the unions. And Labour wants to intro-
duce electronic voting in union ballots, to replace postal
ballots.

These changes could lead to a few more votes in favour
of strike action, although their effects should not be exag-
gerated; many felt that the 2016 and 2023 legislation was
performative rather than effective. Proposals for strong
union action have usually been endorsed by ballots in
recent disputes despite the hurdles erected by the 2016
legislation, while the minimum service levels law has not
so far been used.

One of the recommendations of the IPPR Commission
was to give unions access to workplaces to recruit mem-
bers, and Ms Rayner endorsed this in her TUC speech,
though there have so far been no details about how this
would operate.

Labour also plans to end the ‘fire and rehire’ option,®
by which businesses can, in extremis, dismiss workers
and then rehire them at lower wage rates.® This possibil-
ity has rarely been used, so legislation is unlikely to have
much impact - although it is yet another restriction on

5 https://www.theguardian.com/politics/article/2024/may/08/labour-vows
-to-ban-fire-and-rehire-after-war-of-words-with-unions#:~:text=Lab
our%20has%20vowed%20it%20will,its%20pledges%200n%20workers %20
rights
6 Although it was not strictly ‘fire and rehire’, the dismissal of RMT members
by P&O Ferries in 2022 provoked outrage (Shackleton 2022).
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employers which might in some circumstances lead to
businesses folding and jobs being lost. Additionally, the
party intends to make the union recognition process eas-
ier, and to strengthen further the law against ‘blacklisting’
of union activists by employers.”

Several of the Labour proposals are rather backward-
looking, none perhaps more so than the promise of an en-
quiry into the violent incidents at Orgreave colliery during
the miners’ strike forty years ago. Many unionists still be-
lieve that Orgreave saw excessive use of force by the police,
though it’s unclear what useful purpose an inevitably long-
drawn-out enquiry could serve at this distance of time.

While the promised reforms may make the work of
union officials rather easier, it doesn’t seem likely that
there will be a marked recovery in union membership as
a consequence of such measures; nor that there will be
a marked increase in strikes in the private sector. As Ms
Rayner notes, some of these measures would replicate con-
ditions found in comparator countries, but these countries
have also experienced declining union density and lower
levels of strike activity than in the past.

The Labour Party’s package of proposals does not seem
to involve a rethinking of modern employment challenges,
but depends perhaps rather too much on a sentimental at-
tachment to the past of a trade union movement which is

7 'This harks back to the practice of the Consulting Association, which for
many years maintained a database of activists in the construction indus-
try. Following exposure of this practice, there was a Parliamentary enquiry,
legislation and a compensation scheme which paid out many millions in
redress.
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not always all it claims to be. While it may well continue to

generate a wage premium and other advantages to some rel-
atively privileged workers — although these gains are declin-
ingin importance - the trade union movement is unlikely to

be an effective vehicle for the pursuit of the sort of ‘economic

justice’ for the disadvantaged which its champions want to

see. Moreover, the suggestion (Dromey 2018: 10) that having

more powerful unions would significantly contribute to the

higher productivity on which the country’s prosperity ulti-
mately rests remains highly contestable.

Classical liberalism and the unions

If the unions and the Labour Party want to try to revive
trade unionism by changing the law, is there an argument
against this other than a pragmatic assertion that it won’t
have the benefits union supporters expect? Indeed, is there
perhaps even a case for further reducing the influence of
unions? One answer might be tolook again at the approach
of classical liberalism to trade unionism which, while un-
likely to appeal to union activists, is worth reexamining.
Modern classical liberal discussion of unions begins

with the approach of W. H. Hutt, whose thinking developed
in the 1920s and 1930s. His short book The Theory of Collec-
tive Bargaining (1954) encapsulates his approach. As Ludwig
von Mises writes in a preface (p. 11) to the essay, it is

a critical analysis of the arguments advanced by econo-

mists from Adam Smith down and by the spokesmen of
the unions in favor of the thesis that unionism can raise
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wage rates above the market level without harm to any-
body else than the ‘exploiters.

As mentioned in chapter 1, Hutt is critical of Adam Smith’s

belief that workers inevitably face tacit combinations or
cartels of employers which can force down wages, or are

more generally disadvantaged in the labour market. Smith

himself was ambivalent about whether this supposed disad-
vantage could be offset by collective bargaining. Many econ-
omists in the early nineteenth century argued that it could

not do so by citing the Wages Fund theory - the belief that

capitalists had a fixed fund out of which wages were paid,
and unions ‘could not affect the size of this fund and hence

all efforts to raise the general level of wages were futile’ (ibid.:

22). However, the abandonment of the Wages Fund doctrine

did not mean that those advocating collective bargaining

were right to assume that this could increase labour’s share.
As Edwin Cannan® put it (quoted in Hutt 1954: 30):

Modern doctrine teaches plainly enough that combina-
tions of earners can only raise earnings if they can raise

the value or quantity of the product.

For Hutt, gains by one union, based on its monopoly power
over the supply of labour, could only be at the expense of
some other group. This might be displaced workers forced
to take lower-paying employment, but Hutt also points to

8 Edwin Cannan (1861-1935) taught at the London School of Economics.
Sympathetic to classical liberalism, he also sided with Alfred Marshall in
some matters despite occasional squabbles.
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the possibility of a monopoly union colluding with a mon-
opoly producer to keep out competition and so raising
prices to the consumer.

By attempting to fix wages, unions prevent the labour
market from adjusting optimally to changes in demand
and supply. The ultimate gains of trade unions are thus
obtained ‘either by the “exploitation” of the consumer or
the exclusion of competitors (although in the latter case, of
course, the consumer also loses)’ (ibid.: 143-44).

F. A. Hayek is the best-known twentieth-century expo-
nent of classical liberalism. Hayek knew Hutt, and was on
friendly terms with him. His views on the economic effects
of unions and collective bargaining were influenced by
those of Hutt, but by the time he was writing in the post-
war period of rising union power, Hayek went further in
his criticisms. While Hutt’s analysis was mainly based on
a priori reasoning, Hayek sometimes draws, maybe too
readily, on casual empirical assertions which may or may
not be correct, for instance, in relation to the causes of
unemployment and to the effects of unions in sparking an
inflationary process which is then validated by monetary
expansion (Richardson 1993).

However, Hayek’s position is not simply about the
economic effects of unions. In 7he Constitution of Liberty
(Hayek 1960), it is much more fundamentally about the
rule of law, and the way in which the 1906 Trade Disputes
Act’s granting of immunity from actions for tort, touched
on in earlier chapters, has allowed unions to use coercion
to pursue their goals (Richardson 1996). A similar line has
been taken more recently in the US context by the legal
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economist Richard Epstein (2013). He abhors the way in
which, in a similar manner to Britain, the common law on
breach of contract was overridden in the US by the 1935
National Labor Relations Act. He regards unions, quoting
the title of his 2013 article, as ‘scourges’ rather than ‘sav-
iors’ which in aggregate damage workers rather than ben-
efit them.’

Union coercion is ‘contrary to all principles of freedom
under the law” and it is ‘primarily the coercion of fellow
workers’ (Hayek 2009: 78). Three aspects are mentioned.
First, unions are said to rely on the use of the picket line as
an ‘instrument of intimidation’ (ibid.: 85):

That even so-called ‘peaceful’ picketing in numbers is
severely coercive and the condoning of it constitutes a
privilege conceded because of its presumed legitimate
aim is shown by the fact that it can be used by persons
who themselves are not workers to force others to form a
union which they will control.

This issue of picketing is also stressed by Epstein (2013: 12),
although he concedes that some picketing could serve an
informational rather than coercive function. These func-
tions are difficult to separate in practice, however.

9 He writes (Epstein 2013: 8) that ‘nothing ... justifies the extraordinary set
of legal privileges that they have received over the past 100 years’ and con-
siders the decline of unions in the US to be an ‘unalloyed good which con-
tributes to the overall health of the American labor markets’. He believes
that ‘no raft of well-crafted union organization campaigns could return
unions to their glory days’ (ibid.: 30).
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Second, Hayek points to the ‘closed or union shop and
its varieties’ — which require, remember, that workers must
belong to a union in order to be employed by a particular
business or organisation. Closed shops ‘constitute con-
tracts in restraint of trade’ and only their exemption from
the ordinary rules of law allowed unions and employers to
impose them (ibid.: 86).°

Finally, ‘all secondary strikes and boycotts which are
used ... as a means of forcing other workers to fall in with
union policies’ (ibid.).

Hayek makes it clear that he has no objection in prin-
ciple to the existence of unions: ‘it would be contrary to
all our principles even to consider the possibility of pro-
hibiting them altogether’ (ibid.: 87). As properly voluntary
and non-coercive institutions, which have spontaneously
arisen without state involvement, unions clearly have a
place in a free society, and ‘they may have important ser-
vices to render’. Although in his analysis unions would
no longer have the power significantly to alter the overall
pattern of wages and employment, they might still have a
role in the process of wage determination, for example (on
Freeman and Medoff lines) in pushing for workers’ prefer-
ences for alternative benefits which could be provided at
the same cost as pay increases, or in helping determine the
appropriate pattern of pay differentials, grievance proce-
dures and other rules within the organisation (ibid.: 89). He
is also keen on the ‘friendly society’ role of unions, ‘a highly

10 For an impression of the widespread concern over the closed shop in the
1970s, see Burton (1978).
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desirable form of self-help’. He draws the line, however, at
German-style ‘codetermination’, arguing that businesses
cannot be conducted in the interest of workers at the same
time as serving the interest of consumers.

Hayek is quite explicit in saying what is necessary in
order to return unions to legitimacy: the prohibition of
coercive picketing and the banning of closed shops. Such
reforms would also tend to render ineffective secondary
strikes and boycotts.

Writing in the 1960s and 1970s, Hayek was gloomy
about the prospects for reform. But as we saw in chapter 4,
the Thatcher and Major governments carried out more or
less exactly what he proposed: closed shops, mass picket-
ing and secondary strikes were all banned, and remain so.
The Labour Party has no plans to change this. Hayek said
nothing in 7he Constitution of Liberty about prohibiting
strikes or employer recognition of unions or rules about
balloting (which he would probably regard as the unions’
own responsibility). As we have seen, in the heightened
atmosphere of 1970s militancy, he called for repeal of the
Trade Disputes Act, but his own analysis suggests that
strikes (whether protected against tort or not) would prob-
ably be ineffective without union power to coerce.

So perhaps, contrary to preconceptions, we have been
living for the last thirty years in an industrial relations en-
vironment which Hayek would have tolerated or even more
or less approved? It’s an interesting question. While there
may be much room for improvement within the UK labour
market, critics from the Right might argue that there is
now more of a problem of excessive and ill-understood
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government regulation" than of the over-mighty union-
ism of which Hayek complained.

Be that as it may, does the recent outbreak of strike ac-
tivity suggest that we have become too complacent, and
that Britain could rather easily slip back into a period of
almost constant strike activity, albeit on a smaller scale
than in the 1970s?

If that were to be the case, there might eventually be
pressure for government action to mitigate the damage
to the public, which in modern conditions is the primary
objective of many if not most strikes, particularly in the
public sector. This pressure would even affect a Sir Keir
Starmer-led government, just as it was felt by Starmer’s
predecessors Harold Wilson, James Callaghan and their
colleagues in the 1960s and 1970s.

Arbitration, conciliation and reform
of collective bargaining

What might be the response? One possibility would be to
move in the direction of greater government intervention
in industrial disputes, even to compulsory arbitration
where appropriate. New Zealand set an example as early
as 1896 by banning strikes and lockouts and setting up a

11 Itcanofcoursebeargued that much of this regulation came about through
the political pressure which unions have been able to exercise through
their links to the Labour Party (at both national and local authority level),
although much of it came from the European Union while we were mem-
bers, and from the coalition and Conservative governments since 2010
(Shackleton 2017: 230-33).
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special court of arbitration, presided over by a judge. For a
time the country was known as ‘the land without strikes’
(Phelps Brown 1983: 48). Although nowadays strikes are
legal in New Zealand under certain conditions, these con-
ditions are a great deal tighter than in the UK. Similarly
Australia took arbitration powers early in the twentieth
century, though their form has changed many times and
there are some differences between the country’s states
(ibid.: ch. 14). Although strikes continue to occur, now-
adays the country’s Fair Work Commission (FWC) lays
down restrictive criteria for what is a legitimate strike, and
can declare illegal those strikes which breach these rules.
Moreover, if the parties to a dispute cannot agree, the FWC
has the power to make binding ‘workplace determinations’,
in other words impose an agreement on the parties.

The FWC, and the appropriate minister, also have powers
to ban industrial action which could inflict significant dam-
age to the Australian economy or threatens to endanger the
welfare of the population. This power has been used to force
Monash University academics to go back to work to produce
exam results, and to ban a proposed strike by Sydney Trains
employees (McCrystal 2019: 138).

Such regulatory intervention is clearly very different
from the UK’s tradition of voluntarism. However, there
was once considerable interest in some quarters in follow-
ing the New Zealand example. As early as 1893, the Labour
Department of the Board of Trade had intervened in an at-
tempt to secure a settlement of a bitter and violent dispute
between miners and employers (Brodie 2003: 58). And in
1896 a Conciliation Act was passed, with the government
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setting up a voluntary conciliation and arbitration ser-
vice," the forerunner of today’s ACAS.

Weaker unions sometimes wanted to go further, feeling
that that they might get a better deal through compulsory
arbitration than through prolonged industrial action. For
eight years in succession a motion was tabled at the TUC
annual conference proposing compulsory arbitration. This
idea also strongly appealed to that doughty champion of
trade unionism, Sidney Webb. In a memorandum ap-
pended to the Royal Commission set up after the Taff Vale
judgement, he wrote that (quoted in Phelps Brown 1983:
49):

A strike or a lock-out ... necessarily involves so much
dislocation of industry; so much individual suffering; so
much injury to third parties, and so much national loss,
that it cannot, in my opinion, be accepted as the normal
way of settling an intractable dispute ... The various in-
dustrial conciliation and arbitration laws of New Zea-
land and Australia ... offer, to the general satisfaction of
employers and employed, both a guarantee against con-
ditions of employment that are demonstrably injurious
to the community as a whole, and an effective remedy for

industrial war.

Nothing came of this. But there have been occasions when
the British state has taken a more active role (Beaumont

12 There had previously been some examples of privately arranged Boards of
Conciliation, or Conciliation and Arbitration (Phelps Brown 1983: 106).
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1982). During World War I, the Munitions of War Acts
provided for legally binding arbitration in disputes which
could not otherwise be resolved. Between the wars, the
Industrial Courts Act of 1919 created a permanent arbi-
tration tribunal, the Industrial Court, which arbitrated
disputes at the request of unions and employers, though
it had no powers of compulsion. During World War 11, the
Conditions of Employment and National Arbitration Order
1305 of 1940 gave the government apparently extensive
powers, although relatively few attempts were in practice
made to enforce the law against striking (ibid.: 323). It does,
however, seem to have encouraged conciliation of disputes.

Order 1305 was to remain in force until 1951, when it
was replaced by Industrial Disputes Order 1376. This con-
tinued in operation until 1959; during the eight years of
its operation, the Industrial Disputes Tribunal made 1,277
awards under the terms of the Order.

After this, the emphasis on voluntarism which domin-
ated industrial relations thinking in the 1960s meant that
all political parties preferred to allow unions and em-
ployers to reach agreements under their own steam, with
conciliation and arbitration purely private options. The
attempt by the Heath government to break with this con-
sensus and the introduction (in the Industrial Relations
Act of 1971) of powers to intervene in disputes by imposing
cooling-off periods and compulsory ballots during a dis-
pute proved unsuccessful. At a time when the government
was operating a formal incomes policy, it was very difficult
to combine imposing wage restraint with being seen as an
honest broker in industrial disputes.
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Following the demise of the Heath administration,
successive governments have shied away from direct in-
volvement in disputes. As part of this, responsibility for
conciliation and (voluntary) arbitration was hived off from
the then Department of Employment to ACAS, the inde-
pendent Advisory, Conciliation and Arbitration Service.
This was set up in September 1974 and given clear terms of
reference the following year. It was to provide conciliation
and mediation and, where necessary, facilities for arbitra-
tion." Independence from government direction was spelt
out in the Employment Protection Act 1975 (Sisson and
Taylor 2006).

In the almost half-century since it began, ACAS has
become part of the landscape. It has changed considerably,
however, with the bulk of its activity now focused on indi-
viduals’ grievances (all 100,000-plus annual applications
to employment tribunals must first involve complainants
having worked with ACAS to see if their claims can be con-
ciliated). It also has a major role in providing guidance and
advice to employers and unions, and promulgates codes of
practice on such matters as disciplinary procedures, infor-
mation disclosure and flexible working."

It does, however, still have a significant involvement
in conciliating disputes between employers and unions.
In the year to March 2023, for example, its services were
requested to help resolve 621 collective disputes, with a

13 Atthe time, it was also given a remit to promote the extension of collective
bargaining. The Conservatives removed this statutory duty in 1993.

14 These codes of practice are used as a benchmark by employment tribunals
in considering cases.
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claimed success rate of 91%."° An ACAS analysis covering
the period immediately before Covid (Urwin 2020) esti-
mated that the organisation’s conciliation activities pro-
duced a benefit of £93 million in a full year as a result of
strike days avoided.

While we shouldn’t downplay the benefits of these con-
ciliation activities, some disputes are seemingly intract-
able and it is in these cases that there might be an argu-
ment for powers to impose binding arbitration at some
stage in a dispute. Perhaps this might be after so many
working days have been lost or where the government de-
cides, on Australian lines, that the costs to third parties
such as NHS patients or schoolchildren are disproportion-
ate to any potential benefits to the strikers. Arbitration
would be difficult to impose in public sector strikes which
are currently seen as direct confrontations to government
policy, but this has been done in other countries.*® It would
be facilitated if we moved away from the government
being a monolithic employer and allow different parts of
the public sector more autonomy in pay-setting, subject of
course to budgetary control.

15 See ACAS annual report (https://assets.publishing.service.gov.uk/govern
ment/uploads/system/uploads/attachment data/file/1170207/advisory

-conciliation-and-arbitration-service-acas-annual-report-and-accounts
-2022-t0-20223-accessible.pdf).

16 1In recent decades, Final Offer Arbitration has become popular in public
sector disputes in many countries. Introduced originally in the US and
Canada in the police and fire services, it involves the arbitrator having
to choose between the final offers of parties to the dispute rather than
splitting the difference. It is said to motivate each party to negotiate
realistically.
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Government pay arrangements are indeed a confusing
and illogical mess, varying widely across the public sector
(Brione and Francis-Devine 2022). Pay awards for about
45% of public employees - including the armed forces, the
police, teachers, the Senior Civil Service and the NHS - are
decided by ministers and based on the recommendation of
eight Pay Review Bodies, the earliest of which dates back
to 1960. Awards for the Civil Service are decided by indi-
vidual departments which, however, are allowed to vary
very little from ‘guidance’ issued by the Cabinet Office. Pay
for local government workers, on the other hand, is agreed
in more traditional negotiations between employers and
trade unions through the National Joint Council for Local
Government Services, set up decades ago. For devolved
public sector bodies, pay policy is set by the devolved
administrations.

Another way to deal with the problems of public sector
industrial relations could involve abandoning the cumber-
some and time-consuming system of pay reviews, which
are constrained by government policies on pay pauses and
caps, and have lost whatever credibility they once had. In
any case, with the best will in the world, it’s difficult to see
what sense the NHS Agenda for Change Pay Review Body,
which is supposed to set pay for hundreds of different roles
in a workforce considerably larger than the population of
Birmingham, can make of its annual task.

Long-running and damaging disputes might be re-
lieved by abandoning national collective bargaining and
disaggregating large concentrations of public sector em-
ployment. We have seen, for example, that Scotland has
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been able to settle some NHS disputes by making its own
deals independently from the rest of the country. Before
Covid, the separate Train Operating Companies made
their own arrangements with unions, and although there
were many tiresome strikes in individual franchises, there
was no possibility of a national strike.

Apart from the reduction of national disputes, more
disaggregated public sector pay settlements would help
the labour market work more flexibility. If some teachers
or nurses could more easily be paid extra in areas and
specialisms of scarcity, without increasing pay across the
board, there would be fewer teacher or nurse shortages
and probably lower overall budgetary costs.

Unions in the private sector are inevitably forced to
make concessions to market forces, but our public sector
pay arrangements perpetuate union restrictions which
can damage flexibility and productivity.

Strike bans?

If seriously damaging public sector strikes cannot be
avoided through conciliation and reforms to pay arrange-
ments, and compulsory arbitration is not thought feasible,
another possibility to consider is outright strike bans in
some areas.

The Conservatives had long argued that strikes in areas
such as transport, the health service, fire and rescue, edu-
cation and others create such potential problems for the
public that there should be special arrangements made
to provide minimum service levels during strikes. The
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Strikes (Minimum Service Levels) Act became law in 2023.
However, in a particular dispute it would involve quickly
consulting the unions and other relevant parties, conduct-
ing arisk assessment, determining an adequate minimum
standard, defining who is to provide it and what sanctions
could be implemented for non-compliance. In what has so
far been the only attempt to use the legislation, the govern-
ment-owned railway company LNER backed down when
ASLEF, the train drivers’ union, threatened additional
strikes.”” As indicated earlier, this legislation is in line for
repeal under a Labour government.

In any case, it might be simpler to avoid the strike
completely. In principle, a no-strike agreement could be
reached voluntarily, with unions agreeing not to strike
in return for higher pay or other benefits than they would
otherwise gain. Few unions in Britain would currently con-
template such a deal, but this may change. The Royal Col-
lege of Nursing had a de facto arrangement to avoid strikes,
but abandoned it. When Boris Johnson was London mayor
he tried to get a no-strike deal with London Underground
workers, but failed. He then called for legislation to impose
aban on strikes and recourse to compulsory arbitration of
pay claims. He did not, however, take the opportunity to
pursue this proposal when he was in government.

An outright ban on striking is unusual in the UK con-
text. The armed forces cannot strike, as is the case in most
countries. Nor, since 1919, can the police strike. And nor

17 Train drivers call off extra strike days after LNER minimum service law
U-turn. The Guardian (https://www.theguardian.com/business/2024/jan/
22/train-drivers-extra-strike-lner-aslef).
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can prison officers, a prohibition which was confirmed in
the High Court as recently as 2017.

It is often asserted that strike bans, or even the more
modest minimum services agreement requirement, are in
breach of International Labor Organization rules. But this
is not so. A decision of the ILO’s Committee on Freedom of
Association states:

Compulsory arbitration to end a collective labour dispute
and a strike is acceptable if it is at the request of both par-
ties involved in a dispute, or if the strike in question may
be restricted, even banned, i.e. in the case of disputes in
the public service involving public servants exercising
authority in the name of the State or in essential services
in the strict sense of the term, namely those services
whose interruption would endanger the life, personal
safety or health of the whole or part of the population.'

Although the wording could be simpler, this paragraph
justifies any number of strike bans, as ‘public servants ex-
ercising authority in the name of the State’ and ‘services
whose interruption would endanger life, personal safety or
health’ together cover many possibilities.

Certainly, bans on strikes in some ILO-compliant
countries go far beyond the narrow range of employ-
ment covered in the UK. In Germany, for example, civil
servants — defined to include university staff and many

18 https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:70002:0::NO::P
70002 HIER ELEMENT ID,P70002 HIER LEVEL:3945625.2



https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:70002:0::NO::P70002_HIER_ELEMENT_ID,P70002_HIER_LEVEL:3945625,2
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:70002:0::NO::P70002_HIER_ELEMENT_ID,P70002_HIER_LEVEL:3945625,2

TRADE UNIONS AND THE FUTURE

teachers - are prohibited from striking. The same goes for
some categories of Danish civil servants. People working
in public utilities and health and social care, air traffic
controllers, fire and rescue workers, and some telecom-
munications employees can't strike in Czechia and Slo-
vakia.In Poland many civil service and other government
officials are banned from striking. The same applies in
Estonia, where rescue workers are also prohibited from
strike action.”

Meanwhile, in the US strike bans are considerably more
far-reaching. No federal employee is allowed to strike, as-
sert the right to strike, or belong to a union that ‘asserts
the right to strike against the government of the United
States. It is even a felony to strike against the US or belong
to a union that asserts the right to strike against the US.
The Office of Personnel Management can declare an indi-
vidual who participates in a strike unsuitable for federal
employment forever afterwards.

There was the famous occasion in 1981 when 13,000
air-traffic controllers went on strike and President Rea-
gan, after declaring the strike a ‘peril to national safety’,
ordered them back to work. When they refused to comply
they were all sacked. Memory of this event means that,
even when Congress stops all funding to the government
and federal staff go unpaid — as has happened more than
once — people keep on working.

19 https://tinyurl.com/yrzwadwp

20 https://www.govexec.com/management/2019/01/why-feds-dont-strike/
154438/
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And of course it is not just federal employees. The states
often have prohibitions against strikes by public employ-
ees. For example, public school teachers cannot strike in
Georgia, North and South Carolina, Texas and Virginia.

These may be more extreme examples than are ever
likely to be implemented in the UK. Nevertheless it is pos-
sible to conceive of pressure for extending restrictions
on the right to strike if, for instance, disputes in the NHS
(such as that of the junior doctors) continued indefinite-
ly without resolution. This would be politically difficult
under a Labour administration, but stranger things have
happened.

Conclusion

There is little prospect of a significant spontaneous recov-
ery in the membership numbers of the UK’s trade union
movement, certainly in its traditional form. While it might
be that a repeal of some existing ‘anti-union’ legislation,
plus the introduction of government incentives to union
recognition, could lead to small increases in unionisation,
the changes which have taken place in the working pop-
ulation’s occupations, skills, qualifications, attitudes and
lifestyles render a return to union density levels of the
1970s and 1980s extremely unlikely.

Even were a government-incentivised expansion of
union membership possible, the arguments for such an
intervention are weak. The benefits which union mem-
bership provides are, in twenty-first-century conditions,
limited and falling. These gains may very often be at the
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expense of other participants in the economy, be they
non-union workers, shareholders, consumers or, increas-
ingly, taxpayers. It is fallacious to argue that, because
some union members may gain from their membership,
mass union membership would benefit everybody. Unions
impose costs in terms of slower adjustment to economic
change and thus slower productivity growth.

But if there is no strong case for expanding union mem-
bership, there is no strong argument either for suppressing
unions. It may be true that immunity against tort action
privileges trade unions, but an equivalent privilege is com-
mon throughout the Western world in one form or another,
and is not something which any significant grouping wants
to remove. As we have noted, the major problem identified
by Hayek in the 1960s and 1970s was the ability of unions to
achieve their goals through coercion. That has now largely
disappeared. There can be no objection in principle to vol-
untary trade union membership, particularly if unions can
evolve into organisations which build on ‘friendly society’
activities which reach out to disadvantaged workers.

Within the private sector, large-scale long-running dis-
putes have become uncommon. Private sector strikes, as
in the Hicks model discussed in chapter 5, are now largely
self-limiting as unions have been deprived of the coercive
powers they accumulated in the early post-war period. Ul-
timately, both the employer and the union have a common
interest in keeping the business going. Where significant
strikes still occur, it is because of the residual involvement
of government in what were meant to be privatised enter-
prises: the Department of Transport’s hold on the railways’
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purse-strings since the collapse of the franchise system, or
the continuing importance of the Universal Service Obli-
gation for Royal Mail.

So it is in the public sector where the real core of the
recent outbreak of strikes lies. Most people have few alter-
natives to the service provided by the state in healthcare or
education, and none at all in the case of passport provision,
driving licences or street cleaning. This gives unions the
ability to punish the public in an attempt to extort higher
pay from the government, which ultimately means the tax-
payer. It is difficult to offer a defensible rationale for such a
power in modern conditions in a democratic country. If we
are to see a reversion to regular and prolonged strike ac-
tivity in key parts of the public sector, it seems likely that
sooner or later responsible governments of any political
persuasion will have to take action to restrict or abolish
this power.
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Unions Resurgent?
The Past, Present and Uncertain
Future of Trade Unions in Britain

Why did the first trade unions form? How have unions changed
since they first emerged? What impact do they have on wages,
employment and productivity?

In this book, J. R. Shackleton answers these questions and guides
the reader through the fascinating history of trade unions in Britain.
From their origins as secretive and semi-legal societies of workers
on the cusp of the Industrial Revolution, to their postwar position
at the heart of Britain’s economic and political establishment, to
their more equivocal position today, this is a story of change — often
gradual but sometimes rapid and disruptive.

This book offers an account of the history and economics of trade
unionism, which, though unsentimental and often critical, is not
without sympathy for the aims of the movement that has done so
much to shape Britain’s economic landscape.

Shackleton looks not only to the past, but also to the future. He
examines whether the landslide victory achieved by Keir Starmer’s
Labour Party in the 2024 general election is likely to lead to a
resurgence in union power and influence.

J. R. Shackleton is Professor of Economics at the University of Buckingham
and Research and Editorial Fellow at the Institute of Economic Affairs. He
edits the journal Economic Affairs.
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