
prices) of 5-7 per cent. This was much more than the rise in national real
income; it was essential therefore that it should be followed by a
relatively modest increase. So why was the Government's 5 per cent
target so unacceptable to the workers?

I think the key moment which settled the fate of the Government's
incomes policy in the current round occurred in the afternoon when the
Ford workers at Dagenham walked out, instantaneously and spontane-
ously, on hearing of their Company's offer of 5 per cent - and long
before the current expiry of the previous settlement - and the workers
of Dagenham were quickly followed by those in all the other Ford
plants. The support for strike action, sudden and unexpected, was well
nigh 100 per cent and they refused to listen to improved Company offers
for many weeks. The answer in my view had nothing to do with
hardship due to low earnings - earnings of Ford workers were good by
any Standard. The reason was that Ford previously announced an
increase in profits of more than 100 per cent from £ 100 m. to £ 246 m. in
their last trading year; at the same time the total annual wage bill of their
57,000 employees came to only some £ 200 m., 5 per cent of which was
only £ 10 m. What made the Ford workers so militant was the simple fact
that the Company offered to increase the total pay roll by some £ 10 m.
in a year in which they made an extra £ 140 m. The Company could of
course have well afforded (might even have preferred) flve or six times
that sum on the basis of their cash flow or profits flow - which the
workers feit that they had made for them. It is this feeling that they are
entitled to a fair share of any increase in a company's profit which seems
to me the key to wage inflation and is the basic difficulty with any
incomes policy.

Ford is a price leader in the motor car industry. The other motor car
companies which are far lesse efficient have their prices set for them by
Ford - with the result that their profits are squeezed and generally not
sufficient to enable them to invest on the scale that would be required to
maintain their competitive position. (An extreme example of this is
Leyland - see the Ryder report).

Now oligopolistic price-leaders the world over are 'keen' to pay their
worlers more than they can get elsewhere, and raise their wages in line
with the rise of productivity - so that everyone should share in the
prosperity of the enterprise.

This is the policy of all successful oligopolies - of Fiat in Italy, Ford,
General Motors or du Pont in the U. S. They reap the benefits of their
policy, as Galbraith described, in good labour relations, the ability to
pick the best workers and of always having a queue of workers to fill
any vacancies. It is also the best way of "killing off' competitors, as
Northcliffe found out before World War I, when he doubled the wages of
London printing workers to the benefit of the Daily Mail, and Ford in
Detroit when in 1906 he doubled the wages of his workers. He could
afford it, and his competitors could not.

So long as labour is not strongly unionised (as it was not in America
until recently) it is possible for successful enterprises to pay higher
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