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BLASTLAND:    Remember Mike Yarwood?  Impressionist on 

TV.  Did a great Robin Day―the BBC interviewer―and a fine Vic Feather―a 

union leader.  Know much about Vic Feather?  We did then. 

 

ACTUALITY:   Look: Mike Yarwood!  

YARWOOD as DAY:  Mr. Feather, what do you think of the present 

strike? 

 

YARWOOD as FEATHER:  Well, of course, we realize that this strike has… 

[audience laughter].  We really realize it’s been going on a long time.  And we also 

realize it’s causing a lot of inconvenience to the public.  And this is why we want to 

end it as soon as possible―and that’s why we’re having another meeting a week on 

Tuesday! [audience laughter] 

 

BLASTLAND:    Union leaders were familiar enough for family 

entertainment on prime-time TV; powerful enough―as with another leader, Jack 

Jones―to warrant hours―and I do mean hours―of conference coverage, which was 

anything but entertaining.  

 

ACTUALITY (STUC, 1977): 
JONES:    Can’t we give some word of support for the 

Labour government and encourage it along the lines of composite B? 

 

BLASTLAND:    “Composite B”.  What a rallying cry, eh?  

Where left was urged not to fight with left over who ruled: never forget your real 

enemies. 

 

ACTUALITY (STUC, 1977): But let’s recognize this Labour government is 

fighting with us to bring unemployment down! [some audience applause with 

persistent heckling from young demonstrators]  [aside]  I know!  Shut up!   

 

BLASTLAND:    Newspapers had labour correspondents.  

Strikes were big news, culminating in 1979 with the Winter of Discontent, when 

“bodies went unburied and rubbish piled in the streets” in the stock phrase ever since.   

 

Power.  We don’t talk about it quite the way we used to.  But should we?  This 

programme isn’t just about unions, but deliberately revisits the language of power 

between owners, bosses and workers.  How is it shifting?  Who has it now?  And 

what are they doing with it? 

 

We can begin to learn more about power today by seeing how it was abused in the 

past.  Dominic Hobson is a writer and historian. 

 

HOBSON:     The trade unions at that time were the robber 

barons.  We forget that, throughout the 1960s and, indeed, into the 1970s, 

governments engaged in outright protectionism: tariffs, quantitative quotas on 

imports.  So the trade unions were operating inside a relatively closed economy. 

 

BLASTLAND:    Was the behaviour of the trade unions in the 

1970s a simple abuse of power? 
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HOBSON:     They were acting rationally in the sense that 

they saw a rising standard of living.  They wanted their members to have part of that.  

Clearly, the balance between capital and labour was unduly weighted in their favour 

by legislation―very explicitly in the 1970s, by things like the Employment Act. 

 

BLASTLAND:    Protected by law, feared by bosses, holding the 

country to ransom, some said.  Fighting for a fair share, said others.  Either way, 

their muscle showed.  So what power do workers have today?  To read the papers, 

you’d wonder, as for about four years now they’ve warned of new winters, summers, 

springs or autumns of discontent―as have some union leaders.  I keep a collection 

of these comments and headlines; it’s huge! 

 

Not long ago, days lost to strikes hit a twelve-month record.  But here’s the thing.  

Not a record high; a record low.  The lowest twelve-month count in more than one 

hundred years of data.  There were more working days lost in every single month of 

the Blitz in 1940―when we were all pulling together―than in those twelve months 

combined.  There’s no puzzle about this.  The media have simply been detached 

from a brute fact.  Times have changed.  The economic historian, Nick Crafts, of 

Warwick University. 

 

CRAFTS:     The discussions we used to have about power in 

the 1970s have pretty much disappeared.  That was the height of angst about 

industrial relations and with quite good reason―we had some serious industrial 

relations problems.  So, discussions about the overweening power of trade unions 

have largely gone―partly, indeed, through eliminating trade union membership and 

especially, of course, in the private sector.  Perhaps they occasionally surface when 

the Tube is on strike or something like that!  

 

BLASTLAND:    But didn’t we have a big strike a little over a 

year ago?  We did, when the teachers and civil servants came out for a day over 

pensions.  The brand new leader of the Trades Union Congress is Frances O’Grady.     

 

O’GRADY:     The trade union movement in Britain is still six 

million people strong.  I mean, we’re still the single biggest democratic membership 

organization in Britain, so not to be ignored.  The TUC organized the biggest ever 

demonstration against austerity in our history when we had half-a-million people 

coming together on the streets of London to protest against government policies; and 

our strike against the cuts in public sector pensions: a BBC poll showed the majority 

of people in Britain backed that strike.  So I think we have huge public sympathy. 

 

BLASTLAND:    Likeable and reasonable, Frances O’Grady is no 

firebrand.  No threats.  Rather an appeal for sympathy.  That’s the balance of 

power now for you.  And she knows the data.  To put it in context, that big strike 

just over a year ago―the biggest for a generation, said the BBC―would have to be 

repeated again and again to match the winter of discontent, week in and week out 

from now until September. 

 

The story has been upside down.  It’s not how much striking there is, given falling 

real pay, pension reform and redundancies, but how little.  Union power, worker 
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power has shrivelled.  This is evident not just in the power to disrupt, but the power 

to demand.  Pay at the lower ends has done relatively badly for years.  What 

explains the workers’ decline?  Frances O’Grady tells a familiar story. 

 

O’GRADY:     We’re still living with the legacy of Margaret 

Thatcher’s term of office, when she introduced a whole barrage of laws designed to 

make it more difficult for unions to take strike action. 

 

BLASTLAND:    But these are the laws we have. 

 

O’GRADY:     They are, but are they fair?  And I think a lot of 

ordinary people would say that that balance of power has gone too far in favour of the 

employer. 

 

BLASTLAND:    That does mean that you’re depending on the 

state, politics really, to help you.  This isn’t a power, in other words, that you can 

simply take. 

 

O’GRADY:     I think the rules have been written by the 

government and it’s the government that’s got to change those rules.  And we’ve got 

to persuade them.  And I think our best chance of persuading them is by winning the 

hearts and minds of ordinary people. 

 

BLASTLAND:    If Mrs. T did it as an act of will, then hearts and 

minds can undo it.  But is that the whole story?  Chris Dillow writes for the 

Investors Chronicle and used to work in the City.  He is also, interestingly, a 

Marxist.  Presumably, then, he likes the Mrs. Thatcher explanation. 

 

DILLOW:     I’m not sure because it misses out the key 

thing―which was the recession of the early Eighties, which demolished the demand 

for a lot of manual workers.  And that’s something that has not ever recovered, 

partly because of technical change and globalization adding to a long-term decline in 

demand for skilled workers in the West.    

 

BLASTLAND:    But you do think the loss of jobs itself―the 

move away from full employment, certainly―was a key factor? 

 

DILLOW:     Oh yes, emphatically!  That is the main reason 

why workers lost the whip hand from the 1970s onwards and never regained it. 

 

BLASTLAND:    This point that the rise and fall of power are 

economic as much as political is one to remember for later.  Nick Crafts develops 

the idea. 

 

CRAFTS:     Between the 1970s and the 1990s trade unions 

lost a very large part of their bargaining power.  The damage they had been doing to 

economic performance up until the 1970s had largely disappeared by the 1990s.  

That fits with the notion, up to a point, that Thatcherism or the Thatcher Government 

made some difference.  I think there were, however, quite a large constellation of 

background forces which were pushing in this direction.  The most obvious one is 
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the opening up of the economy.  We also see Britain’s entry into the European 

Community in 1973 which initially has a pretty strong effect in opening up the 

manufacturing sector to greater competition.  It wasn’t deunionization on its own 

that made the difference to industrial activity.  It was a combination of 

deunionization and changes in work practices which seem to have been most intense 

when there was more competition. 

 

BLASTLAND:    And to our list of causes, we could add the 

blurring of class division and weaker party allegiance; the rise of self-employment; 

contracted-out public services; perhaps more women in the workplace, who add to the 

supply of workers, are often part-time and might prove less confrontational―though 

don’t dare to underestimate them, says Frances O’Grady.  In all, a momentous set of 

changes―not about to melt away.  But if workers are well and truly down, who is 

up?  Chris Dillow. 

 

DILLOW:     Since the mid-Seventies, there’s been a very 

large shift in incomes away from workers and towards profits.  For example, in the 

mid-Seventies the share of profits in national income was about fifteen per cent.  It’s 

now about twenty-one per cent and mostly to the disadvantage of workers.  But most 

of that change came between the mid-Seventies and the late Eighties.  The big 

change since the late Eighties has been that very wealthy workers have seen their 

incomes rise very sharply relative to others.  For example, in 1990 the richest one 

per cent got just under ten per cent of total incomes; they now get fourteen per cent.  

And we’ve seen a similar rise in share for the top five per cent, the top one per cent, 

the top 0.1 per cent. 

 

BLASTLAND:    We’re familiar with the story about executive 

pay, although that extra four per cent of the income cake doesn’t sound much.  But 

it’s not like a four per cent pay rise.  It’s an extra four per cent of the whole cake, 

every year, which as defined here is about forty billion pounds.  To appreciate the 

change, imagine one hundred people arranged by income.  The bottom eighty or 

ninety see about a thousand pounds each on average cut from their share.  The 

money bypasses those immediately above them―who are largely unaffected―and 

goes straight to the one person at the very top who pockets the lot. 

 

Many of those at the top work in the City, more are executives.  But how did they, 

especially the chief executives―CEOs―do it?  Richard Belfield is director in the 

executive compensation practice―nice title―at corporate advisers, Towers Watson, a 

job that has risen with the execs. 

 

BELFIELD:     Those relatively high rates of growth in 

executive pay were driven, to a large extent I would argue, by the relatively high 

bargaining power of executives.  The threat of a well-performing executive leaving a 

company is real.  If we look at the case of CEOs of large listed companies―if we go 

back to the early Eighties―ninety-five per cent or thereabouts of those CEOs were 

internal promotions.  If we look at the situation now, it’s much closer to fifty per 

cent.  So a sea-change in terms of the external labour market.  That pressure on pay, 

driven by the retention threat, as it were, hasn’t gone away, even in current economic 

times. 
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BLASTLAND:    What’s more, when even a large pension fund 

owns only a small percentage of a big company, the ability to control executives, like 

ownership itself, is dispersed.  That’s the long-term trend.  More recently, it’s 

changed, a little. 

 

BELFIELD:     The trends that we have seen in executive pay 

over the decade or more prior to the financial crisis has seen a degree of slowdown. 

When you look at senior executives’ pay arrangements―base pay and incentives… 

 

BLASTLAND:    Bonuses. 

 

BELFIELD:     Bonuses―and long-term incentives as well, 

importantly―the rate of growth in those has declined.  So, if we look at base pay for 

executive directors in large listed UK companies, over the decade prior to 2008 we 

were seeing typically median rates of growth in base pay in the order of five or six per 

cent; whereas over the last two or three years even, we’ve seen that come down to 

around three per cent at median. 

 

BLASTLAND:    Has that median change been distinctively better 

than other groups within the labour market? 

 

BELFIELD:     Well, I think what we’ve seen over the last few 

years, post-financial crisis, is a degree of convergence―convergence between the 

rates of growth for senior executives, on the one hand, and the broader group of 

employees on the other hand.  The lower rates of growth of pay that we’re seeing are 

not driven by any change in the relative bargaining power of senior executives.  It’s 

changed by a recognition, I think, of the realpolitik, as it were, of the situation―that 

investors and other stakeholders are looking for companies to recognize the current 

external environment. 

 

BLASTLAND:    So, if executives still have the bargaining power, 

they’re simply choosing not to exercise it.  Is that the assumption we make? 

 

BELFIELD:     For as long as the current macroeconomic 

conditions prevail, I would expect restraint to continue.  Once the economy begins to 

turn to growth again, we may see executives being able to exercise some of that 

bargaining power again. 

 

BLASTLAND:    The language is revealing.  While workers ask 

for your “sympathy”, executives, says Richard Belfield, show “restraint.”  Is that 

how it works now?  When the most that can be said is “please”?―with an 

implication that the cats will soon show their claws again.  “Restraint” is what 

government ministers used to ask of trade unions in the 1970s. 

 

Does high pay matter?  On its own, you might say it’s unfair.  But others might not.  

Fairness is a swamp at the best of times.  No, pay matters to the economy because it 

indicates power.  And power is instrumental.  If used for good, fair enough.  If 

not…  

 

The economic historian, Nick Crafts, is convinced that in the past, it certainly wasn’t, 
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and that excessive bargaining power often betrays lack of proper competition.  

 

CRAFTS:     I think we can fairly clearly say that the balance 

of power in the context of British industrial relations thirty or forty years ago was 

unhelpful for the British economy.  That actually turned out to be a set of 

institutional arrangements which inhibited investment; obstructed productivity 

advance; slowed down economic growth; and essentially did reduce the size of the pie 

for everyone―even in the long-run for the trade unionists who were keen on those 

activities and arrangements! 

 

BLASTLAND:    And can you see that in the figures?  

 

CRAFTS:     Yes, you can quite easily see the impact on 

productivity growth and, at the level of the economy overall, essentially the key thing 

about Britain by the 1970s is it was overtaken by all its major European rivals―in 

terms of income per person, countries like France and Germany by the 1970s having 

income levels which are of the order of ten per cent ahead of ours, having started in 

1950, thirty, thirty-five per cent behind.   

 

HOBSON:     For a brief period, when the economy was first 

deregulated in the late Seventies and 1980s, a degree of energy was released―the 

trade union problem was solved and the economy did start to perform better.  But it 

surprisingly quickly degenerated into a form of crony capitalism.             

 

BLASTLAND:    Writer―and former investment 

banker―Dominic Hobson, drawing parallels between trade union power then, and 

executive power now. 

 

HOBSON:     By the time you’re contending for the position 

of chief executive or main board director, you’re not operating in a marketplace.  

Markets operate between companies, not within companies.  That’s one of the 

ironies of our structure of capitalism.  So you reach the top by a mixture of political 

astuteness and luck and, occasionally, good judgment―and you’re seeking that high 

position in the company because it is very well rewarded and because you have high 

status; and when you get to the top, you expect to receive remuneration 

commensurate with that.  When you get there, you find that you command enormous 

resources―cash, physical resources―so you reward yourself.  I think it’s really as 

simple as that! 

 

BLASTLAND:    Dominic Hobson, who is, incidentally, a true 

Adam-Smith-loving free marketeer.  Interesting that criticism should come from the 

right, as well as the left; Smith famously warned about keeping an eye on the bosses. 

 

But that’s enough executive bashing.  Time to hear from one.  Margaret Heffernan 

has been a CEO of three medium-sized internet businesses. 

 

HEFFERNAN:    There is now this belief that leaders make or 

break an organization, that they’re sort of magical.  This is what I think of as a sort 

of messiah complex and I’ve sat on boards where their feeling is, “If we can just find 

the right guy, then everything will be fine!” 
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BLASTLAND:    Oh dear!  Not quite the defence we expected.  

But her analysis gets to the nub of the issue. 

 

HEFFERNAN:    I think one of the problems with chief executive 

power―speaking as a former chief executive―is you get to the top of the tree and 

you discover a couple of things.  One is you’re in a bubble.  It’s very, very hard to 

know what’s going on, and you’re very much surrounded by people who tell you what 

you want to hear.  When you layer on top of that very, very high compensation, that 

does a couple of things.  One is it reinforces the bubble in quite physical terms, so 

now you’re not on the Tube, you’re in a chauffeur-driven car; you’re not on planes, 

you’re in private jets.  But also people kind of tend to believe the money, so they 

tend to think, “Well, if I’m being paid this much, I must be really great!  And what I 

know for sure is that great things are expected of me.  So what does that mean?  It 

means I have to do something.”  And there’s quite a lot of research to indicate that 

executives who feel they’re really great, dynamic, heroic leaders feel this compulsion 

to act, and that means that they’re more likely to take very dramatic decisions and, in 

fact, to make their own companies more volatile.  So mostly what chief executives 

do is they decide to buy something.  And acquisitions are very distracting, they’re 

often strategically irrelevant, they’re very expensive, but they look like action.  And 

what we know about acquisitions is that statistically they are most likely to fail, so we 

have set up leaders with expectations which drive them into disaster!     

 

BLASTLAND:    Margaret Heffernan.  We’re getting to the heart 

of why it matters to talk about power and not just sky-high pay.  Pay might well be 

offensive―to some―but it is more importantly a sign of power, and power is about 

what people are able to do―in part what they do to get the pay, and in part because 

high pay gives them confidence to do it. 

 

The lesson here seems to be that overcoming union power in the 1970s did show up in 

the figures, that what followed, in Dominic Hobson’s words, was a burst of energy, 

but that executive behaviour is now of concern.  Does this new worry also show up 

in the figures?  This is an intensely debated question―though Martin Conyon, 

Professor of Corporate Governance and Finance at Lancaster University, believes it’s 

clear-cut.  

 

CONYON:     There is empirical evidence to show that 

executive compensation is positively correlated with the performance of firms.  

Economists have looked at the compensation received by executives and they have 

correlated that with the stock market performance of those firms and found a positive 

correlation.  They’ve also correlated executive compensation with accounting 

measures of performance and similarly found a positive correlation. 

 

BLASTLAND:    Of course, correlation doesn’t necessarily mean 

causation.  So do successful companies simply pay big to whoever is lucky enough 

to be in the bosses chair at the time?  Or is a highly paid boss really more likely to 

bring success?  Chris Dillow of Investors Chronicle. 

 

DILLOW:     Trying to predict company growth and company 

performance―it’s almost impossible to do it.  Surveys of corporate growth have 
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found that it’s very largely random, and that suggests that whatever management 

does, it doesn’t necessarily lead to predictably better growth. 

 

BLASTLAND:    That’s for any particular company.  And for 

shareholders as a whole? 

 

DILLOW:     If you look over the last twenty-five years, say, 

share prices really have not done terribly well.  They’ve actually fallen in real terms 

since the late Nineties, but that was because prices then were inflated by the tech 

bubble.  But if you take the period since the mid-Eighties, shares have slightly 

outperformed bonds―which is no more than you’d really expect given their riskiness.  

So we’ve got this paradox that, although the last couple of decades have been a period 

of very weak worker power, it’s not the case that shareholders have seen much 

benefit. 

 

BLASTLAND:    Chris Dillow.  There’s a right old scrap about 

this one, to be sure.  My reading of the evidence is that there’s no clear proof the 

economy has done markedly worse―nor that it’s done much better.  Although one 

measure of whether executives are worth it would be if shareholders were 

complaining.  Martin Conyon. 

 

CONYON:     Executive compensation is driven primarily by 

reasonable economic factors.  So, for example, CEO compensation is robustly, 

positively linked to the scale of the enterprise.  In terms of how compensation is set 

for CEOs, in the United Kingdom compensation has been set by so-called 

independent remuneration committees.  And these committees set compensation for 

CEOs based on not only the executive’s specific tasks but things like internal 

performance measures, budgeting performance, etcetera, but also market 

performance, accounting performance―a whole range of things.  And these 

committees are populated by outside―or non-executive―directors who are tasked 

with the role of promoting the owners’ interests and not those of management. 

 

BLASTLAND:    Do you think the owners are getting quite what 

they want from that arrangement? 

 

CONYON:     Since 2002 in the United Kingdom shareholders 

have been given the opportunity to vote on the directors’ remuneration report; and 

annually, when shareholders vote on that remuneration report, they have by and large 

wholeheartedly endorsed the compensation policies set by the remuneration 

committee.  So it seems that typically shareholders are happy. 

 

HOBSON:     The people who really find these useful, of 

course, are the boardroom directors themselves because it provides a fig leaf behind 

which they can hide the enormous rewards they’re giving to themselves. 

 

BLASTLAND:    Dominic Hobson, the free marketeer, who begs 

to differ. 

 

HOBSON:     There’ve probably been half-a-dozen reports on 

corporate governance in British industry―Cadbury, Greenbury, Hampel―and what 
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have they ever amounted to, frankly?  I think they only prove one thing, which is 

that you can’t cure a disease by treating the symptoms.  I remember vividly a chief 

executive justifying the massive rewards he’d just given to himself and some of his 

board of directors, and he said, “Don’t worry, it was clean as a whistle Greenbury 

stuff!”  In other words, he’d complied with every requirement in the then code of 

conduct and, therefore, that was good enough.  

 

BLASTLAND:    When it comes to solutions, Dominic Hobson 

would make an all-out assault on the institution that sustains executive power.  He’d 

abolish the joint-stock company that separates ownership by shareholders from 

control by executives.  A little too radical for most, I suspect.  Far away on the 

political spectrum but sharing many of the same complaints, Chris Dillow believes we 

have to confront what amounts to an ideology. 

 

DILLOW:     What we’ve seen in the last two or three decades 

is the rise of ideological power in the form of the belief that, if we pay managers 

enough, they’ll be able to manage the company well.  And, in that sense, the high 

demand for managers, which gives them high pay, is a form of power.  Demand is an 

ideological construct because ideology shapes what we want.  And in recent years 

what we as a society have wanted is great managerial skill and we’ve been prepared 

to pay a vast sum in order to get it.  But, unfortunately, we’ve paid the vast sum and 

we haven’t got it.  That demand for managers has arisen from an ideology which 

says that managers can transform companies, and that ideology is mistaken. 

 

BLASTLAND:    Chris Dillow on the self-fulfilling power of 

belief where faith in management power means that every problem simply requires 

more management.  Of those who think something needs to be done―and let’s 

remind ourselves that not all do―Frances O’Grady pins union hopes, as we heard, on 

public and political pressure.  But Margaret Heffernan, the former CEO, argues that 

there’s evidence business is reforming itself. 

 

HEFFERNAN:    What we’re seeing is a number of companies, a 

significant number of companies―choosing to go private, in other words, to get out 

of the market, to have more freedom to pursue long-term strategic goals.  We’re also 

seeing some companies that are saying, “I don’t buy this shareholder return stuff and 

I’m going to do what I want and shareholders can stay or go as they see fit.”  And 

you’re also seeing very different structures of companies in private hands that are 

choosing to pursue very, very different interests―either on behalf of their employees 

or on behalf of their stakeholders or on behalf of the environment or on behalf of their 

customers.  In other words, what they’re showing is there are many, many reasons to 

run a business, of which shareholder return is only one.  

 

BLASTLAND:    Margaret Heffernan. Is that realistic? Will 

something give?  Perhaps.  The objection to unions in the Seventies was not that 

they wanted more cash.  The problem was: what were they able to do to get it?  The 

same question needs to be asked more often today.  Not so much about pay, but 

about power.  For, as in the Seventies, when power is this visible in an economy, it is 

seldom good. 


