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This study analyses the e f f e c t  of Bri t ish government policy as  -/> 

i-t' influenced the motor industry in order t o  achieve s ta ted  goals. # I  

-, 

~l thdugh > n  the pr ivate  sector ,  the pol icies  chosen by the gpernment 
1 

I 

e 
f - t 

, z= had a profound influence on the s t ruc ture ,  conduct and perform3nce of 
the 'motor industry, between 1945 and 1975. T h i s  t hes i s  d iscusses  and ' .- . -  - analy& those pol TcciFs a5 TEYa-ffiXiM the" industry; aTnd ,theLetbnomy 

* * 

a s  a whole, and draws conclusions about t h e i r  adequacy. 

An introductory- chapter * s t a t e s  *he aims :of 'the thes i s  in more 
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, '  

< .  : <  . 2 .  - 8 

, d e t a i l .  A second chapter s e h  out the madPl ta be-used in U s  fhesis - 
- 

and provides background information about thes&tor industry/ 
G- + 

3 %  
The core of the thes i s  consis ts  of the following four chapters.  These 

4 
examine, i n  chronological order,  the e f f ec t  of v ~ ~ i o u s  government 

~ o l  i c i e s  on t h k  industry. ' A  f i n d  chaptpr provides a sumary and 
< 

'draws Eoncl usions . 
pi 

To f a c i l i t a t e  reading, a number of tables  and graphical summaries 
chart  whatLMarx called "the 1 ine march". An appehdix provides a i 
summary in chart  form of major government pol icies  and t h e i r  e f f ec t s  

on the motor industry.- 
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2 ,, i t  a f f e c t e d  t h e  co%ntryt  s motor i n d u s t r y .  & S i n c e  World 

C- - 
,War I1 t h e  B r i t i s h  motor. i n d u s t r y  h a s  been  -a h i g h l y  impor- 

, . ., 
. f a .  

t a n t  s e c t o r  ' in t h e  eco+oslg and ,  a l t h o u g h  i n  t h e  p r i v a t k  
*s ' 

- 
- i$./ 3% 

s e c t o r ,  "has  been , \%a;~$;~@ns~derabl~ a f f e c t e d  by government 
I *M 

J 
f 

p o l i c y .  .The pu rpose  o f  t h e  t h e s i s  i s  t o  a n a l y s e  t h e  appro- 
- & 

& l a t e n e s s  o f  p o l i c y ,  as i t  i n f l u e n c e d  t h e  
+ 

, . s t r u c t u r e , .  conduct  and performance o f  t h e  motor-  i n d u s t r y ,  

i n  a c h i e v i n g ,  s t a t e d  economic g o a l s .  ' - - a-- - --- 

- I.i 
1 

, ,-".+. ;- - % 

: . . 
--,r - - 

/ 
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2 .  J u s t i f i c a t i o n  f o r  s u c h - a  p i ede  o f  r e s e a r c h  r e s t s  on 

. '  
> I .  
- t h r e e  p r e m i s e s . ,  The first i s  t h a t  t h e  motor  i n d u s t r y  was 

. a v i t a l  s e c t o r  o f  t h e  economy i n  t h a t  p e r i o d . .  The second - 
P 

, 

y. i s  t h a t  governdent  p o l i c y  s e y e r e l y  a l t e r e d  t h e  s t r u c & u f i ,  - 0 

-a > 

- .  
P 

conduct  - and performance o f  t h e  i n d u s t r y .  The t h i r d '  is  
, - - - 

. t h a t  a l t e r n a t i v e L  v i a b  1; p o l i c y  d e c i s i o n s  were ava"i1aple  
- t . ,  

wM'ch3might have been s u p e r i o r  o r  i n f e r i o r - t o  t h o s e  a c t u -  
k 

/ 

a l l y  used  and whose r a m l f i c a t i o n s  can b e  o u t l i n e d :  ' i  + 

f 

A G .  ~ r m s t r o n g '  h a s  used  i n p u t - o u t p u t  

e s t i m a t e '  t h e  - impor tance  o f  t K e  motor i n d u s t r y  

economy. D i r e c t l y ,  he  e s t i m a t e d ,  t h e  motdr i n d u s t  

accoun ted  f o r  ( i )  about  f i v e  p e r  c e n t  o f  i n d u s t r i a l  p roduc- '  

t i o n  between 1954 and 1966 ,  (ii) about  n i n e  p e r - c e A t  of 

growth i n  i n d u s t r i a l  produc.t ion i n  t h e  same p e r i o d  and 

( i i i )  about  f i f t e e n  p e r  tint o f  t h e  une ien  c h a r a c t e r  o'f 

g ~ o w t h  - i n  i n d u s t r i a l  ' p r o d u c t i o n .  indirectly, t h e  impor tan& 

o f  t h e  motor  i n d u s t r y  was about  t h e  same, i t s  r e q u i r e m e n t s  :\ 

f r o m  o t h e r  i n d u s t r i e s  amounting t o  3.9 p e r  c e n t  o f  i n d u s t r i a l  

p r o d u c t i o n  i n  1954 and 5 .5  p e r  c e n t  i n . 1 9 6 6 .  O v e r a l l ,  t h i s  
\ 

i m p l i e s  t h a t  t h e  n o t o r  i n d u s t r y  was r e s p o n s i b l e  f o r  about  

e l e v e n  p e r  c e n t  o f  i n d u s t r i a l  p r o d u c t i o n  between 1954 and 1966.  
/" - - - - - - - -- - -- - -  - * 

Fur thermore ,  because  o f  f a s t e r  t h a n  average  growth i n  t h e  motor 
6 i n d u s t r y ,  as compared t o  i n d u s t r i a l  p roduc t* ions  as a whole,  
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twenty-seven p e r  cen t  .of  grdwth'in i n d u s t r i a l  p roduc t ion  - .  . 

between 1954 and 1966 was a t t r i b u t a b J e  t o  t h e  motor indus-  
7 - 

t r y  ' s  growth. 

In  r e g a r d  t o  t h e  second premfss ,  by &ucture  i s  
P .  r \ & .'. - - 7 -+--% -* . - - 

meant 
< .  I . .  

r 
C 

- r - 
frTho e  c h a r a c t e r i s t i c s  of t h e  o r g a n i z a t i o n  o f  a  - 

s 

market which seem t o  i n f l u e n c e  s p a t e g - i c a l l y  t h e  
- 

A- A 

n a t u r e  of compe t i t ion  and p r i c i n g  w i t h i n  t h e  

I n  B r i t a i n  s i n c e  1945, g o d r n m e n t  p o l i c y  h a s  a f f e c t e d  t h e  

r e l a t i o n s  of s e l l e r s  i n  t h e  motor i n d u s t r y  t o  one ano the r ;  ' 

- 
- i t  d i d  a f f e c t  t h e  r e l a t i o n s  o f  motor c a r  buyers  - t o  one 

- .  
ano the r ;  i t  d i d  a f f e c t  t h e  r e l a t i o n s  between .buyers and 

" - 

s e l l e r s ;  i t  d i d  a f f e c t  c o n d i t i o n s  of e n t r y  t o  t h e  market.  

Bain says  o f  h a r k e t  conduct t h a t ,  

"market conduct r e f e r s  t o  t h e  p a t t e r n s  of  behaviour  
3 

t h a t  e n t e r p r i s e s  fo l low i n  adap t ing  o r a d j u s t i n g  t o  
t 

t h e  market i n  which t h e y  s e l l f r 4 .  

, & a h ,  government p o l i c y  had a &;found e f f e c t  on t h e  motor 

i n d u s t r y  on such m a t t e r s  a s ,  p r i c e s  p o l i c y ,  

szles-promotion methods, c o o r d i n a t i o n  betwee 
- 

s e l l e r s  and .mechanisms f o r  i n t e r a c t i o n  and c r o s s  adap t ion .  



, 
, h .-* 

A; r e g a r d s  performance i n  t h e  mbtor industry, '&x-&e .+ 
I 

- more, governmegt p o l i c y  was i n f l u e n t i a l .  
' L 

' , '  
"Market per formance  r e f e r s  t o  t h e  composi te  o f  end - -  

r e s u l t s  which f i r m 9  i n  any market a r r i v e  a t  by pur; = 
, - 

0 ,  

s u i n g  whatever  l ines  of conduct  t h e y  e spouse  - end 

" t  - - 
- 

- r e s u l t s  irt-the diwensi'ons of p r l c e ,  ou tpu t ,  pro-duc- - 

t i o n  and s e l l i n g  c o s t ,  p roduc t  d e s i g n ,  and s o  f o r t h f 1 5 .  

Many of  t h e  end r e s u l t s  o f  t h e  B r i t i s h  motor i n d u s t r y  i n  t h i s  
- 

t h  T t y  yea r  p e r i o d  can be  t r a c e d  back t o  government p o l i c i e s . '  1 
/' P o l i c y  d e c i s i o n s  e f f e c t e d  t e c h n i c a l  e f f i c i e n c y  i n  p roduc t ion ; '  

p r o f i t  marg ins ;  i n d u s t r y  s i z e ;  d e s i g n s ; . q u a l l t y  and o u t p u t .  

~1 

'3 

Id t h i s  t h e s i s  i t  w i l l  b e  .shownhow govern&&t g o l l ~ y  
. r .  , . - * '  e 

permeated th rough  to-  a f f e c t  a lmos t  a l l  . a s p e c t s  o f '  the.motor, 
Z 

:ndudtry.  He're, s u p p o r t  f o r  t h a t  p o i n t  o f  v iew i s  drawn from 

E nan who, by 1976 ,  w a s  t h e  ~ r i t i s h  Home S e c r e t a r y .  Speaking  
0 

i n  1956 as a member o f  t h e  ~ a b o u r  o p p o s i t i o n  J e n k i n s  s a i d ,  

I I .... i n  e v e r y  c o n c e i v a b l e  way t h e  f u t u r e  o f  t h e  motor  

i n d u s t r y  i-s bound up n o t  on ly  i n  i t s  a b i l i t y  t o  s o l v e  
J .  

i t s  own problems but w i t h  t h e  framework w i t h i n  which . - 
, - 

t h e  government a r e  t o  a l l o w  i t  t o  a p p l y  t o  t h e s e  
- 

p r o b l e m .  The a t t i t u d e  which government spokesmen 
- 

c o n ~ t a n t l y  adop t  . . . . t h a t  t h e - i n d u s t s  f i t  be l e f t  

t o  s o l v e  i t s  own problems ,  t o - w o r k  o u t  i t s  s a l v a t i o n ,  



, , 

u 
-- 
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does n o t  make s e n s e ,  because t h e  i n d u s t r y -  is' " 
' 

* .  
t - , 

< - 
V - o p e r a t i n g  w i t h i n  a c o n s t a n t l y  changirig frame- ' a 

- .  
1 i work ai.d w i l l  con t inue  t p  do s o  i n  the:future,  and 

' 
- h - .  ' V  

C - 
a t h e  a u t h o r i t y  t h a t  de'termines. t h a t  framework .is . . . . < A  0 

= .  " - 

' t h e  government" 6. 
. - -I , 

acP7 

' The thSrd - p e F ~ ~ ~ & ~ s  tp t h e  a v a i l a b i l i t y  a n d L  A 

- - -- 

Y * - .& 
r a m i f i c a t i o n s  of  a l t e r n a t i v e  ' poPFcie's. Obviously,  t h e r e  was 

a g r e a t  number* of a l t e r n a t i v e  mixes of pol'icy t o o l s  which 
\I 

1 

would l e a d  t o  d i f f e r e n t  combinations of  g o a l  achievements .  

Furthermore,  any choice  made a t  one p o i n t  i n  t ime would c r e a t e  

a d i f f e r e n t  s e t  of  o p p o r t u n i t i e s  i n  t h e  f u t u r e .  A s  r e g a r a s  

. t h i s  t h e s i s ,  i t  w i l l  b e  shown t h a t  f r e q u e n t l y  t h e  government 
- .  

used t h e  motor i n d u s t r y  t o  achieve  one p o l i c y  g o a l ,  on a  s h o r t  

t e r n  b a s i s ,  and the reby  c r e a t e d  an i n f e r i o r  choice  s e t  f o r  

itself f o r  t h e  long  term.  

, . 

3. . I n  e a r l y  1 9 6 7  The Times of London s a i d ,  

I t  .... Too many f a c t 6 r s  depend on [ t h e  m'otor i n d u s t r y ]  ... 
f o r  any government t o  ignore  i t s  g e n e r a l  h e a l t h  o r  

n e g l e c t  t o  provide  t h e  cond i t ions  - i n  wNich i t  can t h r i v e " ' .  

The r e l a t i o n s h i p  of t h e  s h u c t u r e ,  conduct and performance of . 

t h e  motor i n d u s t r y  t o  t h e  e i g h t  economic g o a l s  s t a t e d  above - q 

- - - 

5s  impor tan t ,  b u t  q u i t e  s t r a igh t fo r i a rd .  A v i t a l  and e f f i c i e n t  
i 

m t c r  i n d u s t r y  i s  a p r o v i d e r  of jobs  and c r e a t o r .  of Incomes so* 1 

1 



c o n t r i b u t i n g  t g  f u l l  employment. - It i s  an  i n d u s t r y  Where 

o p p o r t u n i t i b s  f o r  l a r g e  i n c r e a s e s  .in p r o d u c t i v i t y  have 
.% 

. 6 . ,  

t r a d i t i o r i a l l y  been  found.  3 t  also p roduces  a p r o d u c t -  - 

w i t h  a  h igh  income e l a s t i c i t y  'of demand. A p r o s p e r o u s  
. . 

motor i n d u s t r y  i s  l i k e l y  t o  be  a s u b s t a n t i a l = c o n t r i b u t o r  

t o  economic growth .  An i n d u s t r y  which p r o v i d e s  oppor tu -  

n i t i e s  fQr p r o d u c t i v i t y  i n c r e a s e s  can p e r m i t  t h e  payment of  
' 4  . \ * 

h i g h e r  wages w i t h o u t  i n c r e a s i n g  c o s t s ,  s o  c o n t r i b u t i n g  t o  
- 

p r i c e  s t a b i l - i t y  a n d  r i s i n g  l i v i n g  s t a n d a r d s .  A s  a n  e x p o r t  
"p 

i n d u s t r y  t h e , p r o d u c t i o n  of  motor v e h i c l e s  can h e l p  t h e  
t 

b a l a n c e  pf payments and t h e  accumula t ion  o f  f o r e i g n  ' r e se rves .  
C 

An i n d u s t r y  which h a s  t h e  r e q u i r e d  r a t e  o f  i n v e s t m e n t  t o  

o p e r a t e  a t  f u l l  c a p a c i t y  and a s t r u c t u r e  which e n a b l e s  i t  t o  . 
, 

e x p l o i t  a l l  economies of s c a l e ,  b u t  which does  n o t  o b t a i n  . 

e x c e s s - p r o f i t s  , w i l l  c o n t r i b u t e  t o  . p r o d u c t i v e  and  a l l o c a t i v e  

e f f i c i e n c y  t o  p roduce  a d e s i r a b l e  compos i t ion  o f  o u t p u t .  A s  

a h i g h  wage i n d u s t r y  i t  may c o n t r i b u t e  t o  a d e s i r a b l e  d i s t r 0 i -  * 

b u t f o n  o f  income, and,  i f  i t  e n j o y s  workable  c o m p e t i t i o n ,  i t  

w i l l  p r o v i d e  c h o i c e  t o ' t h e  consumer. The a b i l i t y  o f  t h e  motor 

i n d u s t r y  t o  make t h e s e  c o n t r i b u t i o n s  , to  t h e  ach ievements  of 

e.ccnomic g o a l s  depends upon t h e  s t ~ u c t u r e ,  conduc t  and per- 

fo rnance  of  the industry. By intraducing+&A-eies-which- 

a l t e r  t h e s e  t h r e e ,  t h e  government w i l l  move towards  o r  away - 
from i t s  ecoqomic o S J e c t l v e s ,  



s t a t e d  econom&c g o a l s  i n  t h r e e  ways. ~ F i r s t l y , ~ p o l i c i e s  were . 

aim2d d W e c t l $  and s p e c i f i c a l l y  a t  t h e  motor i n d u s t r y  i n '  o r d e r  
. 

. , 
t o  a c h i e v e  a g i v e n  t a r g e t .  F o r  example, i n  1960 t h e  government 

6 

r e f u s e d  i n d u s t r i a l  development c e r t i f i c a t e s  t o  t h e  i n d u s t r y  i n  

o r d e r  t o  make I A e  i n d u s t r y  r e l o c a t e  . i n  -areas o f  h i g h  unemployment. 

Here was a p o l i c y  s p e c i f i c a l l y  a p p l i e d  t o  t h e  motor i n d u s t r y ,  

'+,causing a fundamenta l  g e o g r a p h i c a l  r e l o c a t i o n ,  i n  o r d e r  t o  pro-  ., , 
' 

r - 
+. v i d e  g r e a t e r  e q u i t y  i n  t h e  d i s t r i b u t i o n  o f  income. Second ly ,  
. - 

.1= e p o l i c i e s  were aimed a t  a b r o a d e r  s e c t o r  64' t h e  economy which had 
g < 

d 5 r e c t  i n f l u e n c e  on t h e  motor i n d u s t r y .  ~ d r . ; e x a m ~ l e ,  t h e  govern- 

ment f r e q u e n t l y  u sed  h i r e  .purchase r e s t r i c t i o n s  as a means 0.f 

c o n t r o l l i n g  a g g r e g a t e  demand. . A t  times t h i s  caused  e x c e s s -  < \ , $  % 

c n p a c i t y  t o  deve lop  i n  t h e  mutor i n d u s t r y  r a i s i n g  . u n i t  c o s t s  -ahd 
id 

a f f e c t i n g  i n d u s t r y  p e r f o r d a n c e .  ~ h i r d l ~ ,  p o l i c i e s  were made 

J .  which on ly  i n d i r e c t l y  a f f e c t e d  t h e  motor i n d u s t r y .  A f t e r  t h e  

war,  f o l l o w i n g  t h e  Bever idge  Repor t ,  t h e  B r i t i s h  government com- 
'b , 

'I 
mizted  i t s e l f  t o  high. p r i o r i t y  f o r  t h e  s o c i a l  s e r v i c e s .  A s  a 

~ '. 
r e s u l t  e x p e n d i t u r e s  on t r a n s p o r t ,  i n  g e n e r a l ,  were n e g l e c t e d .  

One f a c e t  o f  t h i s  n e g l e c t  was ve ry  l o w ' e x p e n d i t u r e s  on t h e  r o a d s .  
4.4' 2 

.$& : i?f 

C c n s e q u e n t l y , _ B r i t i 8 h . ~ ~ ~ ~ y e r e  des igned  f o r  an a n t i q u a t e d  r o a d  
1 

system and were u n s u i t a b l e  f o r  modern highways.  Thus motor - 
-- - - - 

i n d u s t r y  per formance  was a f f e c t e d  s o  t h a t  i t  made a smaller con- 

t r i b d t i o n  t o  t h e  b a l a n c e  p f  payments and  economic growth.  



4. " 3 L e  .: +K q u e s t i o n  t h e  t h e s i s  s e e k s  
. *??.> 

t o  examine i s  t h e  

a d e q u h y  of B r i t i s h  government p o l i c y  as i t  a f f e c t e d  t h e  

motor i -ndustry,  g iven  t h e  economic g o a l s  s e t  o u t  above. 
.. ,. 

The method by 'whlch  t h i s  w 3 l l  be done Is c h r o n o l o g i c a l .  

Government p o l i c y ,  as'  i t  i n f l u e n c e d  t h e  motor i n d u s t r y  
O. 

between 1945 and 1975, i n d i ~ e c t l y  o r  d l r e e t f y ,  w l l l  be  
. . 

a n a l y s e d  i n  o r d e r  t o  de termine  i t s  e f f e c t s  on i n d u s t r y  

s t r u c t u r e ,  conduct  and performance. The t h i r t y  y e a r  pe'riod 

w i l l ,  be broken up i n t o  more convenient  and manageable 

s h o r t e r  t ime s p a n s .  Each p e r i o d  w i l l  b e  examined i n  d e t a i l  

t o  a s c e r t a i n  t h e  o v e r a l l  impact o f  government p o l i c y  on t h e  

i n d u s t r y  and t o  examine s p e c i f i c  a r e a s -  o f  i m p o r t a n t  r e l e v a n c e .  

- Using t h e  above methodology i t  I s  i n t e n d e d  + 

- I; 

1. t o  c r e a t e  a h i s t o r y  of  why t h e -  p o l i c y  d e c i s i o n s  

-- a c t u a l l y  riiade were made, 

2 .  t o  examine t h e  int 'ended and a c t u a l  e f f e c t s  of t h e  -F . 
p o l i c i e s  chosen, 

* 

3. t o  h i g h l i g h t  a r e a s  where t h e r e  were o p p & t u n i t i e s  
.. 

f o r  a l t e r n a t i v e  p o l i c i e s .  > - -  

- .  
The f i n a l  d e c i s i o n  about  t h e  adequacy o f  government p o l i c y  

- 
must be  a normat ive  one, but t h e  t h e s i s  w i l l  i s o l a t e  a r e a s  

B * 

where p o l i c i e s ' m a r k e d l y  a l t e r e d  s t r u c t u r e ,  conduct 
--- 

and performance,  w i l l  sugges t  what ' a l t e r n a t i v e s  were ' 



a v a i l a b l e  and  w i l l  draw i t s  o w  c o n ~ l u s i ~ n s  ab&t adequacy i n  

t h e ' c o n t e x t  o f  s t a t e d  economic o b j e c t i v e s .  

The s t a t e d  aim of t h e  t h e s i s  i s  t o  t e s t  t h e  adequacy 
- .  

of government p o l i c i e s .  A l t e r n a t i v e l y ,  i t  can be p u t  i n  t h e  

f o l l o w i n g  form., Between 1945 and 1975 t h e  B r i t i s h  rriotor 

i n d u s t r y  s u f f e r e d  a d r a m a t i c  r e l a t i v e  d e c l i n e  i n  e f f i c i e n c y ,  

~ o m ~ e i i t i v e n e s s  and worldL impor tance .  Government p o l i c y  
k 

s t r o n g l y  i n f l u e n c e d  s t r u c t u r e ,  conduct  and performance i n  
P - 
+ f i e  motor i n d u s t r y .  These  f a c t s  r a i s e  two q u e s t i o n s .  - 

+% -tD- --.' 
government p o l i c y  between 1945 and 1975 t o  any 

of  t h i s  d e c l i n e ,  as opposed t o  h a v i n g  a 

4 n e u t r a l  o r  r s t r a i n i n g  i n f l u e n c e  on t h e  d e c l i n e ?  I f  t h e  

answer t o  t h e  f i r s t  q u e s t i o n  i s  Ln-the a f f i r m a t i v e  i t  s t i l l  
4 

r a i s e - s  a second q u e s t l o n .  Was t h i s  r e l a t i v e  d e c l i n e  i n  t h e  
5 '  

one 5 n d u s t r y . a  wor thwhi l e  s a c r i f i c e  i n  t h a t  i t  made i t  pos- 

s i b l e  f o r  t h e  government t o  a t t a i n  more c l o s e l y  i t s  o v e r a l l  

Q economic o b j e d t i v e s ?  - 



CHAPTER 2 

A N  OVERVIEW OF THE MOTOR INDUSTRYaAFTER WORLD WAR I1 
9 

A n a l y s i s  i n  t h i s  t h e s i s  u s e s  t h e  model, ,of  i n d u s t r i a l  . *- 
- * r 

o r g a n i z a t i o n '  s e t  o k t  i n  f i g u r e  1. I n  t h i s  model, f i n a l  'performance 

depends upon t h e  b a s i c  c o n d i t i o n s  o f  supp ly  and  demand, i n d u s t r y  - 
s t r u c t u r e  and i n d u s t ~ g  condue t .  

The model i m p l i e s  t h a t  t h e  main l i n e  o f  c a u s a l i t y  r u n s  from 

government p o l i c y - t h r o u g h  b a s i c  c o n d i t i o n s ,  s t r u c t u r e  and conduc t ,  

t o  per formance .  I n  a d d i t i o n ,  performance can have f e e d  back on 

b a s i c  c o n d i t i o n s ,  s t r u c t u r e  and conduc t ,  and  on government p o l i c y .  

A s  a n  example o f  f e e d  back  on b a s i c  c o n d i t i o n s  from performance,  

an  e x p o r t  d r i v e  t o  h e l p  t h e  b a l m c e  o f  payments b u t  which had i n -  

-adequa te  s p a r e  p a r t s  and s e r v i c e  t o  back up t h e  e x p o r t s  could 

a n t a g o n i s 6  o v e r s e a s  consumers a g a i n s t  B r i t i s h  c a r s  and  s o  a f f e c t  

o v e r s e a s  dema . similarly, a s u c c e s s f u l  e x p o r t  d r i v e  could  en- 1" 
courage  t h e  gbvernment t o  a p p l y  f u r t h e r  p r e s s u r e  t o  t h e  i n d u s t r y  

t o  e x p o r t  y e t  more. However, as w i l l  be shown i n  t h e  t h e s i s ,  

t h e  main e f f e c t s  of  government p o l i c y  on t h e  motor i n d u s t r y  be- C 
tween 1945 and 1975 were t r a n s m i t t e d -  t h rough  b a s i c  c o n d i t i o n s ,  

s t r u c t u r e  and conduct  t o  

, I n  t h e  t h e s i s ,  t h e  e f f e c t s  o f  government p o l i c y  - on t h e  motor 

i n d u s t r y  a r e  a n a l y s e d .  I n  t h i s  a n a l y s i s  i t  w i l l  be  s e e n  t h a t  . 
- - - - - - - - - - -  

t h e ,  a b i l i t y  o f  t h e  motor i n d u s t r y  t o  a f f e c t  government p o l i c y  

was l i m i t e d .  A d i s c u s s i o n  o$ t h i s  impotence on b e h a l f  of t h e  

i n d b s  t r y  is- maqe i n  t h e  c b n c l i d i n g  c h a p t e r .  



T h i s  c h a p t e r  examines t h e  b a s i c  c o n d i t i o n s ,  s t r u c t u r e ,  con-- 

d u c t  and per formance  o f  t h e  B r i t i s h  motor  i n d u s t r y  immedia te ly  * 

i 

f o l l o w i n g  World WarLII. Having e s t a b l i s h e d  t h e  s t a r t i n g  p o i n t  

o f  t h e  t h e s i s  i n  t h i s  c h a p t e r ,  f o l l o w i n g  c h a p t e r s  t h e n  a n a l y s e  
- 

t h e  e f f e c t  o f r a  b a r r a g e  o f g o v e r n m e n t  p o l i c i e s  on t h e s e  r e l a t i o n -  
* 

s h i p s  i n  t h e  motor  i n d u s t r y  between 1945 and 1975. F i n a l  per -  - 
formance i s  a s s e s s e d  i n  t e rms  o f  t h e  g o a l s  se t  o u t  i n  c h a p t e r  1. 

Basic condi t lons . :  These r e f e r  t o  ' t he  e s s e n t i a l  f e a t u r e s  of 

d e m n d  and s u p p l y .  e l l  b e f o r e  World War I1 t h e  m a i n s c h a r a c t e r i s -  Y s  
t i c s  o f  t h e  motor  i n  had been e s t a b l i s h e d .  The 

t h e  p r o d u c t  and  t h e  b a s i h  t echno logy  c o v e r i n g  p r o d u c t  
- 

methods o f  p r o d u c t i o n  had c l e a r l y  d e f i n e d  and no  r a d i c a l  

t e c h n i c a l  i n n o v a t i o n s  were t o  be  expec t ed  i n  t h e  f o l l o w i n g  m ears. 
1 

The c a r  had proven  i t s e l f  t o  be  a d e s i r a b l e  means o f  p r i v a t e  t r a n s -  

p o r t  w i t h  c o n s i d e r a b l e  p r o d u c t  d u r a b i l i t y  dependent  upon usage 

and,  t o  some e x t e n t ,  f a s h i o n  induced  o b s o l e s c e n c e .  During t h e  

pre-war y e a r s  a f a i l u r e  t o  e a r 4  p r o f i t s  had weeded o u t  a large 

number of would-be p r o d u c e r s .  ~ e v e r t h e l ~ s s , ,  i n -1945 ,  many s t i l l  , 

s u r v i v e d .  Trade  un ions  had been a c c e p t e d  i n t o  some f a c t o r i e s  

b e f o r e  t h e  war w h i l s t  war-time l e g i s l a t i o n  had f o r c e d  the remainder  
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Source :  Sche re r ;  F. M . ,  I n d u s t r i a l  Market S t r u c t u r e  and - 1 n d u s t r y 6  ' 

Performance,  (Chicago:  Rand McNally, 1976) ,  p. 4 .  
- 



t o  r e c o g n i s e  un ions .  ~ n j o n i s a t i o n  had - o c c u r r e d  a i o n g  t h e  t radi-  

t i o n a l  c r a f t  l i n e s .  , ~ o n s e d u e n t l y ,  i n  e v e r y  f a c t o r y ,  i n  19'15, t h e  

w o r k ' f o r c e  w a s  r e p r e s e n t e d  
5 

by a number of, unions,: t e rms  of 

t h e  f i n a l  v a l u e  o f  t H e  p r o d u c t ,  impor ted  m a t e r i a l s .  c o n t e n t  was 

1 r-' ', low. 
i -. 

f 

On t h e  demand slde the B r i t i s h  motor i n d u s t r y  f a c e d  two cKs-- 

t i n c t  marke t s ,  t h e  home market  and t h e  o v e r s e a s  marke t .  Between 

, . the wars enk ine  t a x a t i o n  p o l i c i e s  and p r o t e c t i v e  d u t i e s  had g iven  

t h e  home p r o d u c e r s  a v i r t u a l  monopoly of t h e  home marke t ,  b u t  had 

encouraged t h e  p r o d u c t i o n  o f  d e s i g n s  l a r g e l y  i l l - s u i t e d  t o  over-  
/ 

s e a s  marke t s .  c o n s e q u e n t l y  oversetas  marke t s  had been r e l a b i v e l y  

n e g l e c t e d .  2. 3 - .  

I n  1945,  i n  t h e  home marke t ,  t h e  c a r  w a s  s t i l l  s e e n  l a r g e l y  

a s  a m'iddle and  upper  income g roup  luxury .  Some p e o p l e  quest io ied 

whether  B r i t a i n  would ever  a c h i e v e  t h e  l e v e l s  o f  c a r  ownership  o f  

t h e  Uni ted  S t a t e s ,  g i v e n  B r i t a i n ' s  d e n s i t y  o f  p o p u l a t i o n  and com- 

p r e h e n s i v e  r a i l  and bus network.  On t h e  o t h e r  hand,  many of  t h e  , 

,middle and up income c l a s s e s  who could  a f f o r d  a c a r  owneD one.  

S i n c e  i t  was t h a t  t h o s e  income g roups  had a monopoly Qn 

t a s t e s  f o r  p r i v a t e  t r a n s p o r t a t i o n ,  i t  was r e a s o n a b l e  t o  b e l i e v e ,  a 

i n  1945,  t h a t  fuCure  economic would g e n e r a t e  inc- reas ing  - 
- - 

c a r  demand among lower  income groups .  
- -- - - - -  -- - 

The I f  k e l y '  e f f e c t s  

a r e  shown i n  f i g u r e  2 .  

economic growth i n  1945 on c a r  demand 

Persona?  r e a l  incomes aFe assumed t o  be- 
/ 

l o g n o r m a l l y  d i s t r i b u t e d 3  and a r i  p l o t t e d  i n  figure 2 w i t h  fre- 
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quency-on t h e  y-axis  and r e a l  income on t h e  x-axis .  The l i n e  A-B 

r e p r e s e n t s  a  t h r e s h o l d  r e a l  income which, on average ,  i s  necessa ry  

t o  own a c a r .  Assuming no c r i t i c a l  change i n  income d i s t r i b u t i o n ,  

economic3growth w i l l  cause t h e  frequency d i s t r i b u t i o n  to'move t o  
'. 

t h e  r i g h t .  h i t i a l l y ,  ' t h e  movement from d i s t r i b u t i o n  ( t )  t o  d i s -  
- 

t r i b u t i o n  ( t+l )  g e n e r a t e s  r e l a t i v e l y  few c a r  buyers ,  but  t h e  

l a t e r  movement t o  d i s t r i b u t i o n s  ( t + 2 )  and ( t + 3 )  c r e a t e s  many c a r  i 'r 

4P 
buyers .  Between 1945 and 1975, i t  w i l l  be argued, B r i t a i n  moved 

i 
from p o s i t i o n  ( t+l )  t o  p o s i t i o n  ( t + 3 ) .  f 

I n  f i g u r e  2 t h e  t h r e s h o l d  r e a l  income r e q u i r e d  f o r  c a r  owner- 

sh ip ,  AB, remains c o n s t a n t .  ~ n y  ' r i s e  i n  r e a l  c o s t s  w i l l  s h i f t  AB 

t o  t h e  r i g h t .  A r ise i n  r e a l  c o s t s  r e s u l t s  from such t h i n g s  as 

i n c r e a s e d  c r e d i t  c o s t s ,  c a r  l i c e n c e  f e e s  and c a r  t a x e s .  The e x i s -  

t e n c e  of  a  l a r g e  number of  s u b s t i t u t e s  f o r  new c a r s ,  second'-hand 

c a r s ,  motorcycles ,  and p u b l i c  t r a n s p o r t ,  meant t h a t  people  could  
- 

easily postpone new caf$urchases.  Added t o  a s e a s o n a l  demand f o r  -- 8 
c a r s ,  t h e s e  f a c t o r s  meant, I$$d?car demand was l i k e l y  t o  be .Ln- 

- -. *" 
. s t a b l e  i n  t h e  home market ,  

k 

Before 1945 t h e o v e m e a s  market had been r e l a t i v e l y  neglected.: . , 

I n  1338 e i g h t  p e r  c e n t  of p roduc t ion  had been expor t&.  Despi te  
J 1 .j 

t h e  e x i s t e n c e  o f  i m p e r i a l  p r e f e r e n c e ,  which imppsed lower-ltariffs - .-- H 

on B r i t i s h  c a r s  i n  t h e  Co-onwealth, American c a r s  had ou 

B r i t i s h  c a r s  t h e r e .  I n  o t h e r  overseas  markets  t h e r e  h a d d e e n  

.compet i t ion  from t h e  Americans and o t h e r  European manufac turers .  

Comparing t h e ,  home market wi th  t h e  o v e r i e a s  market f i n d s  t h e  



hoke market  p r o t e c t e d  and c h a r a c t e r i s e d  ' I. by c o n s i d e r a b l e  b r a n  f . 
l o y a l t y  among consumers, w h i l s t  t h e  ove r seas  market  was hi+ly , 

c o m p e t i t i v e .  A s  a t h e  b s t  w a r  y e a r s ,  p r i c e  d/iscrimby- 

t i o n  between t h e  was p o s s i b l e .  / / 1 k 
* ' \ -  . / 

I n  summary, t h e  b a s i c  c o n d i t i o n s  of demand and /1 qhpply i n  t h e  

B r i t i s h  motor i n d u s t r y  i n  t h e  l a t e  f o r t i e s  were as ,,fCnoHs. Two - 

d i s t i n c t  marke ts  made d i s ~ r i m i n a t i o n  p o s s i b l e .  1h t h e  f u t u r e ,  

demand was l i k e l y  t o  be u n s t a b l e  b u t ,  i f  economic growth occur red ,  

t o  show a n  ufiward t r e n d  on t h e  home marke t .  I On t h e  supp ly  s i d e ,  

p r o f i t  mo t iva t ed  firms, r e c e n t l y  un ion i sedd / rused  a n  a c c e p t e d  
P 

t echnology  t o  produce  a d u r a b l e  commodity w i t h  low impor t  c o n t e n t .  

STRUCTURE: A c a r  i s  made up bf about  twenty thousand  p a r t s .  4 

I n  t h e  p o s t  w a r  y e a r s  most  o f  t h e s e  p a r t s  were p u r c h a s e d c b y  t h e  

motor manufac tu re r s  from comp3nent s u p p l i e r s  s o  t h a t  a more appro- 
F' ,- 

p r i a t e  name f o r  t h e  sox-cal led motor manufac tu re r s .migh t  + ,  be  Be- 

s i g n e r s  and assemblers-> I n  o r d e r  t o  d e c i n e  t h e  l i m i t s  . o f  t h e  

i n d u s t r y  f o r  t h i s  s t u d y ,  o u r  d i s c u s s i o n  o f  i n d u s t r y  - T t r u c t u r e  

b e g i n s  w i t h  an  examina t ion  of  v e r t i c a l  i n t e g r a t i o n .  

V e r t i c a l  I n t e g r a t i o n  - 
$% b a  

Around t h e  world d i f f e r e n t  motor companies i n  d i f f e r e n t  

c o u n t r i e s  have demons t r a t ed  wide ly  d i f f e r e n t  deg rees  of v e r t i c a l  

integration. IR &ita;k?, Lhe existence nf a l a r g e  number of  
-- 

machine shops i n  t h e  ~ i d i a n a s  a t  t h e  t u r n  of t h e  c e n t u r y  meant 

an embryo components i n d u s t r y  e x i s t e d .  % Over t h e  y e a r s ,  as t h e  

motor i n d u s t r y  grew s o  d i d  t h e  compogents i n d u s t r y ,  s o  t h a t ,  i n  
> a 



comparison t o  American and ~ u r o p d a n  produce&, t h e  B r i t i s h  motor  

i n d u s t r y  has  been g e n e r a l l y  c h a r a c t e r i s e d  b y  a l a c k  o f  v e r t i c a l  

Toc t h e  e x t e n t  t h a t  x e r t i c a l  i n t e g r a t i o n  h a p c c v r r e d  by t h e  
a ' -  3 --- 

end of World War. I T ,  f i r n i  d i z e  was l e s s  i m p o r t a n t  t h a n - 6 t h e r  f a c -  
* 

t o r s ,  n o t a b l y  expediency .  F o r  e ~ a m . ~ , l e ,  t h e  s m a l l  Armstrong 
A . 

" S i d d e l y  company, a s u b s i d i a r y  o f  t h e  qe rop lane  m a n u f a c t u r e r ,  

Hawker S i d d e l y ,  used  t o  p roduce  a '  h igh  p r o p d r t i o n  o f  i t s  own com- 

pone,nts . ~ n d ;  w h i l s t  ~ a u x h a l l  +ioduced i t s  own b o d i e s  and e l e c -  

t r i c a l  p a r t s  i n  t h e  f o r t i e s ,  Ford  brought  i n  t h e s e  p a r t s  b u t ,  
d n , 

u n l i k e  Vauxha l l ,  had i t s  own foundry .  The l a c k  o f  v e r t i c a l  i n -  . 

t e g r a t i o n  i n .  t h e  i n d u s t r y  meant t h a t  t h e  l a r g e s t  s u p p l y  compahies- = 
+ 

, 
e V 

such  as P r e s s e d  S t e e l  ( b o d i e s ) ,  Jgseph  LU&S ( e l e c t r i c s )  and Dufi- 
%I . 3 

1 

l o p  , (whee ls ,  t y r e s  and r u b b e r  p rbdu&s)  wepe comparab le . t o  t h e  
. I 

l a r g e  manufactugers  i n  terms o f  c a p i t a l  and , l abour  employed. 

The l a c k  o f  v e q t i c a l  i n t e g r a t i o n  p rov ided  t h r e e  advan tages  
L. 

to"th_e motor  manufac tu re r s .  F i r s t l y ,  i t  f r e e d  c a p i t a i ,  which 
* *'. . 

would have been u s e d - t o  p r o d u c e  p a r t s ,  f o r  o t h e r  p u r p o s e s .  Secondly ,  

o f t e n  as v i r t u a l  monopsonis t s ,  t h e  motor m a n u f a c t u r e r s  were a b l e  

9 t o  p u t  p r e s s u r e  on a  s u p p l i e r  t o  g e t  p a r t s  a t  p r i c e s  e q u a l  t o ,  

o r  l e s s  t h a n ,  ' t he  c o s t s  i t  would h a v e p i n c u r r e d  t o  p roduce  t h e  
* . 4 Thl p a r t s  themse lves .  P r e d a t o r y  " t a c t i c s  were notpuikn5wn.  rdlY J 

a l a c k  of i n t e g r a t i o n  gave t h e  manufac tu re r s  g r e a t e r  f l e x i b i l i t y .  
C Y  

When t r a d e  boomed it w a s  p o s s i b l e  t o  b r i n g  i n  o t h e r  suppliers on 

a temporary  b a s i s  who c o u l d  be  dropped when t r a d e .  s lowed. 
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C T h e - f a c t  t h a t  motor  m a n u f a c t u r e r s  a r e  as much a s s e m b l e r s  as 

a n y t h i n g  e l s e  makes i t  d i f f i c u l t  t o  d e f i n e  t h e  e x a c t  l i m i t s  o f  

t h e  i n d u s t r y .  Whereas some p r o d u c e r s  of p a r t s  and components 
4 

produce  on ly  f o r  t h e  motor  i n d u s t r y ,  a g r e a t  many o f  t h e  o t h e r s  

p r o v i d e ,  o r  cou ld  p r o v i d e ,  p a r t s  t o  t h e  r e s t  o f  t h e  e n g i n e e r i n g  

i n d u s t r y .  B e a r i n g s ,  n u t s  and b o l t s ,  e l e c t r i c a l  p a r t s ,  p l a s t i c  . 
par t ' s ,  t r i m ,  m a t e r i a l s ,  r u b b e r  p a r t s  and' s o  on a r e  by no means 

used  e x c l u s i v e l y  i n  t h e  motor  i n d u s t r y ,  And, w h i l s t  some of  

t h e s e  s u p p l i e r s  a r e  t i e d  i n  t o  t h e  ' i n d u s t r y ,  many o t h e r s  a r e  n o t  
L 

and c o u l d  s u r v i v e  w i t h o u t  any motor  b u s i n e s s .  Consequent ly ,  i n  

Chis d i s c u s s i o n  of  :he s t r u c t u r e  o f  t h e  i n d u s t r y ,  t h e  emphasis  

w i l l  b e  on t h e  f i n a l  a s s e m b l e r s ~ ,  t h e  motor c a r  manufac tu re r s .  

Number of firms and-models 

I n  1945, i n  B r i t a i n ,  t h e r e  were  s t i l l  dozens  o f  s p e c i , x l i s t  

car m a n u f a c t u r e r s  s u c h  as A-C, A l l a r d ,  A l v i s ,  Armstrong S i d d e l y  

and Aston Mar t in .  However; s i x  m a n u f a c t u r e r s  c o n t r o l l e d  n e a r l y  

n i n e t y  p e r  c e n t  of  t h e  marke t .  These were t h e  s o - c a l l e d  ' b i g  s i x 1  
. h 

o f  Aus'tin, Mbr r i s  (Nuf ' f i e ld )  , Rootes  Standard, .  Ford and Vauxhal l  
. 

( G . M .  ) .  Also w i t h  a s i g n i f i c a n t  s h a r e  of  t h e  market  were Rover, 

J a g u a r ,  Jowe t t  and S i n g e r .  These a r e  shown i n  t a b l e  1. 

Fol lowing   ori id War I1 t h e  B r i t i s h  motor i n d u s t r y  c o n t a i n e d  

a l a r g e  number o f  p r o d u c e r s  compared t o  t h e  Un i t ed  S t a t e s  o r  t h e  
- - --- -- -- 

European c o u n t r i e s .  To a l a r g e  e x t e n t  t h e  number o f  s t l r v i v i n g  . 

p r o d u c e r s ,  and t h e  p r o l i f e r a t i o n  o f  models which, had o c c u r r e d  

b e f o r e  t h e  war, can be t r a c e d  t o  t h e  R.A. C. horsepower  t a x a t i o n  



TABLE I 
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Market Sha re s  ( % )  by Company, 
s e l e c t e d  y e a r s ,  1947-74 

Home 

' < 
1947 , 1954 

i 

20.9 38.0 
19,2 . '  - 

B-L 1.6 . 1.5 
13.2 11.0 
2.7 1.7 

JO.9 11.0 
2.1 f- 

11.2 9.0 
15.4' 27.0 

..A 
Morris  
Aus t in  
J a g u a r  I 
s t a n d a r d  
Rover 
Rootes-Chrysler  J 

S i n g e r  , ) C h r y s l e r  

Vauxhal l  
Ford 

Source:  Rhys, D . ,  The Motor I n d u s t r y :  An Economic Survey.  (Lbndoh: 
, But t e rwor ths ,  l.97L), p .  312. 

Grea t  B r i t a i n .  Pa r l i amen t  (Comrngns) ., F o u r t e e n t h   report^, fr 
t h e  Expendi ture  Committee, S e s s i o n  1974-75. (London: HMSO, 
19-75), P .  3 7 8 .  



system. This  had encouraged t h e  l a F g m  manufac turers  t o  make 
s' 

many models,  the reby  f o r s a k i n g  economies oJ' s c a l e .  A s  a resul t ,  - 

s m a l l e r  s p e c i a l i s t  producers  had a  g r e a t k r  o p p o r t u n i t y  . * t o  c s m p e t ~ .  .. 
i 

' . Manufacturers  a r e  r i a t u r a l l y  r e l u g t a n t  t o  p r o v i d e  dgea about, :, 

i 
t h e i r  b o s t s  s o  t h a t  an e m p i r i c a l  s t u d 3  of t h e  r e l a t i o n s h i p  between 

.z -.. 
6, 

" 1 

c o s t s  and output  can be made. Never the less ,  s e v e r a l  e x p e r t s  s'$n%e 

1939 have ma@e e s t i m a t e s  about t h e  n a t u r e  of  t h e  long  run  c o s t  

curve f o r  motor vehf e l k  product ion .  These s t u d i e s  have emphasised 

P prod11.ction economies of s c a l e ,  a l though some evidence  on f i r m ,  

economies has  a l s o  been ga the red .  

a )  Product economies. Table  2 summarises t h e  r e s u l t s  of 

s t u d i e s  t o  measure roduc t ion  economies of  s c a l e .  I n  a l l  s t u d i e s  A 
r e s e a r c h e r s  examined t h e  optimum o u t p u t s  o f  vari 'ous s t a g e s  of 

motor vehbcle  p roduc t ion  ; engine manufacture,  body p r e s s i n g s  and 

assembly. The minimum e f f i c i e n t  s c a l e  of ou tpu t  p e r  y e a r  f o r  c a r  

p roduc t ion  depends upon e c o d e s  pf s c a l e  be ing  e x p l o i t e d  a t  a l l  
\ I, s t a g e s  o f  p roduc t ion .  Some r e c o n c i h a t i o n  of  t h e  r e s u l t s  i n  Table 

2 i s  p o s s i b l e .  The low e s t i m a t e s  of  t h e  B r i t i s h  Advisory Council ,  

of Pau l  Hoffman, P r e s i d e n t  of t h e  Studebaker  Motor company b e f o r e  

t h e  Temporary Na t iona l  Economic Committee, and of  George Romney, 

P r e s i d e n t  of American Motors ,  quoted b y  Edwards, were alT3naXepby --- 

a l l  a v a i l a b l ~  economies of  s c a l e ,  b y - t h e i r  own r e c o g n i t i o n .  Con- 
* 

s e q u e n t l y ,  a l l  t h e s e  estimates were informed guesses ,  p w i b l y  , 

o p t i m i s t i c  ones. B o y l e t s  low e s t i m a t e  comes from an  argument i n  
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I r" 

SOUpCE * COST ,PENALTY ( 1 ) .'- , , \ 

L 

YEAR COUNTRY TECHNIC~QSTAGE 
DZTEFMINING MES 

T . ~ . E . c .  ( a )  

B.M.A.C. ( b )  
L939 USA - - 

' P r e s s l n g s  , ' 
' i 

$950 UK _,- P r e s s i n g s  

' is50 _.+d P r e s s i n g s  A.P.E. ") 

1954 * U K P r e s s l n g s  Economies ( d l  

1954 UK P r e s s l n g s  Maxcy & 
~ i l b e r t s o n ( ~ )  

1955 UK ---ssings ' Wansbrough ( f  ) 20% 

1956 USA P r e s s l n g s  & ~ a l n  (g) ------. Machinings 

1962 UK P r e s s i n g s  Menje ( h )  

1965 USA P r e s s i n g s  Edwards ( 1 )  

1969 USA P r e s s i n g s  White ( j  ' - 5% 
1969 U K P r e s s i n g s  P r a t t e n  & Deane (k) 13% 

1971 UK P r e s s i n g s  Rhys ( 1 )  

1975 u K P r e s s i n g s  - CPRS (m) 

1976 USA Assembly Boy l e  ( n )  

Source  : 
. . 

a )  United S t a t e s  Sena te .  Temporary N a t i o n a l  Economic Committee. 
P a r t  21, 6/12/39, p .  11199. 

h) B r i t i s h  Manufac turers  Advisory Counci l ,  quo ted  I n  t h e  Econo- 
&, December 1, 1951, p.  1348. 

c )  ' Amerlcan P roduc t ion  Eng inee r s .  -Q& 

d )  Economist,  October  2 3 , 1 9 5 4 ,  Motoring Supplement, pp. 7-11. 

G .  Maxcy and A.  S l l b e r t s o n  Motor I n d u s t r y ,  
Al len  and Unwin, 1959&p4-L;jTkC 

(London: 

f )  G .  Wansbrough, "Automobiles: The Mass Marketn ,  Lloyds  Bank 
Review, October  1955, p; 32. 

g) J.  Bain, B a r r i e r s  t o  N e w  Compet l t lon ,  (Cambridge: Harvard 
U n i v e r s i t y  P r e s s ,  1956) .  D. 78. 
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- T a b l e f ~ ( c o n t d )  
' I  i 

B 
" > 

i L  6 ,  h )  - 3 .  A: Menje, " S t y l e  Change c o s t s  as A bMgrket wei&on" Q U  r- . J 

. ,  - ,  
t e r l y  J o u r n a l  G f  iEconomics, 76,. No?embeq bP 1962, pp :: 6j2-* 4 . , t - 

i 
& * '  

( i  C; E .  Edwards; Dynamics o f  the b n i t e d *  s t a t e s  Automobile In- 
' d u s t r y ,  (Columbia: U n i v e r s i t y  o f  South C a r o l i n a  P r e s s ,  1965), 
P -  153. 

c- 

j )  L. J .  wh i t e ,  The Automobile I n d u s t r y  S i n c e  1945, (Cambridge, 
- 

e Mass.: Harvard U n i v e r s i t y  P r e s s ,  1971) ,  p.  53. 

k )  C .  F. P r a t t e n ,  Economies o f  S c a l e  i n  ~ a n u f a c t u r i n p ;  I n d u s t r y ,  
(Cambridge: Cambridge U n i v e r s i t y  P r e s s ,  1971) ,  p. 243. 

1) D. G .  Rhys, The ~ o t o r  I n d u s t r y :  An Economic Survey, (1;ondon: 
- But t e rwor ths ,  1 9 7 2 ) ,  p. 2 9 1 . ' 4  

m) Grea t  B r i t a i n .  C e n t r a l  P o l i c y  Review S$aff .  The F u t u r e  ,of 
'- t h e  B r i t i s h  Car I n d u s t r y ,  (London: HMJO, 1975) ,  p .  14. 

= ,  

n )  S. E. Boyle, "A ~ l u e ~ r i n t ~  f o r  ~ o n p e t i t i b :  R e s t r u c t u r i n g  t h e  
Motor Veh ic l e  I n d u s t r y " ,  J o u r n a l  o f  Economic I s s u e s ,  I X ,  
J une  1975, p .  260. x \ 



' d  . . 4 

c s L  -24- , i 

r 
% 

2 , +. 
* /  3' - .  

whibh he p ~ o p o s e s  s p l i t t i n g  up bhe l a r g e  American au tomob i l e  corn- 
' 

. 1 ' - 
n ' " 

- ' p an i e s  i n  o r d e r  t o  g e n e r a t e  c o m p e t i t i o n .  Boyle acknowledges 
I 

' ,  

t e c h n i c a l  economies o f  s c a l e  i n  f o r g i n g s  and p r e s s i n g s  beyond 

h i s  f i g u r e s ,  b u t  a r  t h a t ,  i n  t h e  Uni ted  S t a t e s ,  s e p a r a t e  

companies could  sup  rgings and p r e s s i n g s .  

8 s e a r c h e r s  p r o v i d e  x p l a n a t i o n  f o r  t h e  
i 

e s t i m a t e s  of  &onomies o f  s c a l e  i n  p r e s s i n g s .  The l i f e  expec- 

t ancy  o f  a d i e  f o r  p r e s s i a g  depends upon t h e  n a t u r e  'of t h e  p r e s s -  

ing i n v o l v e d .  The more t h e  m e t a l  s h e e t  h a s  t o  be  s t r e t q h e d ,  t h e  . 
s h o r t e r  t h e  l i f e t i m e  o f  t h e  d i e .  By t h e  s e v e n t i e s  a d i e  could  

@ .  
be e x p e c t e d  t o  las t  f o r  up t o  s even  m i l l i o n  p r e s s e s .  On t h e '  

assumption of a f o u r  y e a r  model l i f e ,  economies gf  s c a l e  i n  

e x c e s s  of  one m i l l i o n  a& i m p l i e d ,  .depending upon des igr i s  . By . . . 

e x t e n d i n g  model l i f e  s p a n s  and u s i n g  common p r e s ~ i n g s  between' 

models some r e d u c t i o n  i n  economies oef s c a l e  can be made. 

Th i s  b r i e f  a s se s smen t  o f  s t u d i e s  of  t h e  l o n g  r u n  c o s t  c u r v e  

f o r  ca r lo ; tRu t  conc ludes  t h a t  i n  t h e  l a t e  f o r t i e s ,  p r o d u c t  econo- 
-A 

mies of  s c a l e  exceeded  one  hundred and f i f t y  t housand  u n i t s *  p e r  

y e a r .  I n  t h e  f i f t i e s ,  a u t o m a t i c  t r a n s f e r  machines and u n i t a r y  

body c o n s t r u c t i o n  had r a i s e d  t h i s .  f i g u r e  c o n s i d e r a b l y ,  p r o b a b l y  - 
! r 

t o  above h a l f  a ' m i l l i o n  u n i t s .  I n  t h e  s i x t z e s ,  t h i s  f i g u r e  i n -  
- -- -- - - - - 

c r e a s e d  towards  a m i l l i o n  and i n  t h e  s e v e n t i e s  exceeded  one m i l l i o n .  

I n  Tab le  3 a comparison i s  made between t h e s e  estimates of t h e  

minimum e f f i c i e n t  s c a l e  o f  p r o d u c t i o n  and t h e  o u t p u t  of B r i t a i n ' s  

l a r g e s t  m a n u f a c t u r e r ,  f o r  s e l e c t e d  yea r s . '  I n  no y e a r  d i d  any 



i -- - 7 - 
TABLE I11 ----- 

C 
RELATIONSHIP BETWEEN MINIMUM EFFICIENT SCALE OF 

PRODUCTION AND LARGEST BRITISH MOTOR FIRM'S 
7 SIZE FOR SELECTED YEARS 

/I 
4 Year Larges t  P'i? s T o t a l  Est imate  of  Col 5  

Home Mkt . Share(a 1 Product ion Larges t  f i r m l s ( b  ) MES(c ) GiT 
- Production - - 

1974 48% * 1,543,000 740,000 1,250,000 .6 

(a) For Years: 19-47, NuffieJd;  1954, BMC; 1960, B y ;  1967, BMH; 1974, EL . 
(b ) '  Actual  production f i g u r e s .  no t  a v a i l a b l e .  . 

' ( c )  Minimum E f f i c i e n t  S c a l e  o f  product ion.  

Source: 

SMMT, The Motor Indus t ry  o f  Great  B r i t a i n ,  va r ious  y e a r s .  Table a 



B r i t i s h  company a c h i e v e  s Q f f i c i e n t  p r o d u c t i o n  t o  e x p l o i t  a l l  poten-  

t i a l  economies of s c a l e  i n  product ion ' .  

b )  Firm economies o f  s c a l e .  I n  a d d i t d o n  t o  t h e  cons ide r -  
< 

able ev idence  on p roduc t  economies of  s c a l e  t h e r e  i s  some ev idence '  

sugges . t ing  f i r m  economies a t  h i g h e r  l e v e l s  of p r o d u c t i o n .  These 
J 

a r e  p r e s e n t e d  iii- ~ a b l k  4. Adequate s a l e s  coverage ,  a d v e r t i s i n g ,  
+ 

f i n a n c e ,  r i s k  m i n i m i s a t i o n ,  f a s h i o n  and r e s e a r c h  and development ...-+ 

a l l  o f f e r  t h e  oppor t .un i ty  f o r  l ower ing  u n i t  c o s t s  once  a l l  p roduc t  

economies have been exhaus t ed .  

I n  t h e  l i g h t  o f  t h i s  d i s c u s s i o n  and t h e  r e s u l t s  o f  T a b l e s  2 

and 4 ,  t h e  long  r u n  ave rage  c o s t  cu rve  f o r  B r i t i s h  p roduce r s ;  o v e r  
/ 

t h e  r e l e v a n t  pan&, between 1945 and 1975, s l o p e d  downwards. T h i s  ' 

,' 
i s  shown i n  f i g u r e  3. - 

c 

B a r r i e r s  t o  e n t r y  

I n  t h e  p o s t  w a r  year.s c o n s i d e r a b l e  b a r r i e r s  t o  e n t r y  e x i s t e d  

i n  t h e  B r i t i s h  motor i n d u s t r y .  Whi l s t  a  f e w  s p e c i a l i s t  companies 
. - 

d i d  e n t e r  t h e  i n d u s t r y ,  f o r  example B r i s t o l  i n  1948, no s p e c i . a l i s t  
* .  

company grew t o  become a  mass p roduce r  between 1945' and 1975. 

F i r s t l y ,  economies o f  s c a l e  p rov ided  ve ry  s i g n i f i c a n t  b a r r i e r s  - 
t o  e n t r y .  Secondly,  t h e  mass p r o d u c e r s  had c r e a t e d  b a r r i e r s  t o  

e n t r y  th rough  p roduc t  d i f f e r e n t i a t i o n .  Over t h e  y e a r s ,  a d v e r t i s -  
- - - 

i n g  and consumers l expe r i ences  w i t h  t h e  d i f f e r e n t  p r o d u c t s  had - - -- - - - - - - - - - 

/ 
. \ c r e a t e d  c o n s i d e r a b l e  amounts of  b rand  l o y a l t y .  I n  a d d i t i o n ,  w i t h  

' an  expens ive  consumer d u r a b l e  such  as a c a r  coksumers a r e  unwi l l -  
'7 

 to t r y  an unknown q u a n t i t y .  Consequent ly  , p o t e n t i a l  enGrant s - 
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TABLE I V  - - - - - 

-FIRM ECONOMIES OF SCALE IN THE BRITISH MOTOR INDUSTRY 

Year Area . / .. 
8 

Approx . S c a l e  Source  
1 ( a n n u a l  .volumes) 

, 1961 S a l e s  (1) '1,800,000 . Pashigan  
( a  1 

1976 S a l e s ( 2 )  5,000,000 Dunne t t 
1956 Adver t i s ing (? , )  500,000 Bain - - 

( b  
4- 

- - - A - -- - 

( C  1 1957 A d v e r t i s i n g ( 4 )  S i g n i f i c a n t  Weiss *' 
19.76 F i n a n c e ( 5 )  , . -  s i g n i f i d a n t  Cubbin ( d  

1970 ~ i s k s ( 6 )  - 800,000 White ( e l  

f f )  
. 1971 F a s h i o n ( 7 )  S i g n i f i c a n t  S c h e r e r  

1976 .  Research & Develop. ( 8 )  S i g n i f i c a n t  Daily ~ e l e g r a p h ' ~ )  

\, 

Pashigan  e s t i m a t e d  that  a n  adequa te  sale ahd s e r v i c e  network 
f o r  t h e  Uni ted  S t a t e s  r e q u i r e d  a n n u a l  s a l e s  v o l ~ e s  up t o  - 
1,800,000 u n i t s  a n n u a l l y .  

' An approximate e s t i m a t e  made by a p p l y i n g  P a s h i g a n ' s  f i g u r e s  
t o  t h e  w o r l d 5 c a r  pa rk .  i 

- - 
Bain found s i g n i f i c a n t  economies of s c a l e  i n  a d v e r t i s i n g  b u t  
doubted whether  t h e y  exceeded Uni ted  $ t a t e s  p r o d u c t i o n  econo- 
m i e s  of 600,000 u n i t s  a n n u q l l y .  

Weiss c a l c u l a t e d  t h a t  Ford and GM s p e n t  $27 ' ,per  c a r  s o l d  be- 
tween 1954 and 1957; C h r y s l e r  $48;.American Motors, $58; 
S tudebake r  $64. 

Cubbin found t h a t  l a r g e  UK,cornpanies had e a s i e r  acces s*  to .  
c a p i t a l  marke ts  a t  lower  p r i c e s .  
* 

e n o t e d  t h a t  t o  remove undue .r 6 - T  
. ,  a t  leas't Ysro models a t  t h e  same t i m e .  -. 

mies were v i r t u a l l y  exhaus t ed  a t  
f irm must p roduce  800,000 units -- - -- 

a g a i n s t  market  f a i l u r e  such  as '  t h e  E d s e l  o r  Austi-n l@Xl%. 
-p -- - 

"% 

7 )  S c h e r e r  n o t e s  t h a t  c a r s  are f a s h i o n  i t e m s :  The faster diek,+ 
a r e  w r i t t e n  o f f  the greater t h e  f a s h i o n  advantage  t o  t h e  +. 
produber .  I n  t h e  U.S. - GM h a s -  s h o r t e r  model r u n s  t h a n - t h e  
o t h e r  n a n u f a c t u r e r s ,  - - - -  - 

1 - 
8 )  I n  1976 newspapers r e p o r t e d  t h a t  Ford s p e n t  $500m t o  deye lop  

- t h e  Ford F i e s t a .  With a f o u r  y e a r  model run, a n n u a l  volumes 
o f  t h e  F i e s t a  w i l l  have t,o exceed one m i l l i o n  i f  r e s e a r c h  and  



development expenses  p e r  c a r  a r e  t o  b e  below $100. A t  h a l f  ' 

that  volume, u n i t  c o s t s  ' pe r  c a r  w i l l  r i s e  by about  f o u r  p e r  
cen t  " s o l e l y  b  cause  o f  increase&qresearch c o s t s  p e r  c a r .  e * A  

Sources  : 
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H a l l ,  1961), p, 126. B - -- --- -- 

I Y 

Bain,  J . ,  ~ a r r i e r s  toNew Compet i t ion,  (Cambridge: Harvard - 
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19611, p. 342. 
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were exposed t o  t h e : r i s k  p f  n o t . b e i n g  a c c e p t e d  by a cau t io 'us  pub- 

l i c .  T h i r d l y ,  e s t a b l i s h e d  manufac tu re r s  en joyed  some a b s o l u t e  

c o s t  a d v a n t a g e s  i n  r e t a i l i n g .  Most o f  t h e . b e s t  r e t a i l  l o c a t i o n s  

and r e t a i l e r s  were t i e d  t o  a n  i n d i v i d u a l  m a n u f a c t u r e r .  N e w  en- 

t r a n t s  would have had t o  u s e  i n f e r i o r  l o c a t i o n s  o r  b i d  away 

c u r r e n t  r e t a i l e r s  from e s t a b l i s h e d  m a n u f a c t u r e r s .  With r e f e r e n c e ,  

t o  t h e  p u r c h a s e  o f  components t h e r e  i s  no e v i d e n c e  t h a t  e s t a b -  / 
a / 

10 
, 

l i s h e d  manufac tu re r s  en joyed  any c o s t  advan tages .  
C . 
A s  r e g a r d s  f o r e i g n  cornpe t i t ibn ,  t h e  h e f t y  McKenna d u t i e s  

- c r e a t e d  a  f o r m i d a b l e  b a r r i e r  t o  e n t r y  t o  t h e  B r i t i s h  marke t  on a 

large s c a l e .  T h e r e f o r e ,  c a p l t a l  r e q u i r e m e n t s ,  t a r i f f s ,  and t h e  

advan tages  of  e s t a b l i s h e d  f i r m s  s e r v e d  as e f f e c t i v e  b a r r i e r s  t o  
a 

e n t r y  . 3 - 

~ o G d u c t  

Fo l lowing  c h a p t e r s  w i l l  a n a l y s e  conduc t  r e s p o n s e s  t o  exogenous 
- - 

e v e n t s ,  n o t a b l y  government p o l i c y ,  d u r i n g ' t h e  p e r i o d  1945-75. The 

major  c h a r a c t e r i s t i c s  of  f i r m  conduct  i n  1945 can b e  b r i e f l y  sum- 

rnarised.  - ,  

A s  r e g a r d s  p r i c i n g  behav iou r  t h e  e x i s t e n c e  of t w o ' d i s t i n c t  

m a r k e t s  e n a b l e d  p r i c e  d i ~ c r i m i n a t i o ~ .  The c a p t i v e  home market  

had l o n g  been  r e g a r d e d  as t h e  major  market  arCd t h e  main s o u r c e  of 
- 

p m f  i ts.  In. normal cmr&t%lrrrrs, prirces w e r e  ze l~snckm-  - - 

s t a n d a r d  p l a n n i n g  volumes home market  p r i c e s  covered  f u l l  c o s t s .  - 
The more c o m p e t i t i v e  and u n c e r t a i n  o v e r s e a s  market was r e g a r d e d  

f 

i n  a seconda ry  l i g h t  as a market  which might  a b s o r b  e x c e s s  capa- 
A 



c i t y ,  when n e c e s s a r y ,  and i n  which p r i c e s  were s e t  a t  l e v e l s  Which - ., 

made some' c o n t r i b u t i o n  t o  f i x e d  c%sts. % 

I n  t h e  home marke t ,  c o m p e t i t i o h  between f i r m s  t o o k ' o n  non- 

p r i c e  f o r m s .  P r i c e  c u t s  and. p i c k  wars had been v i r t u a P l y  un- 

known b e f o r e  World War 11" a n d - w e r e  r a r e l y  e n c o u n t e r e d  i n  t h e  

p o s t  w a r  era. l2 R a t h e r ,  m a n u f a c t u r e r s  competed t h r o u g h  such  

means as model d e s i g n s ,  q u a l i t y ,  r e l i a b i l i t y ,  s e r v i c e  ne tworks ,  

a d v e r t i s i n g  and t h e  e x t e n t  o f  s t a n d a r d i s e d  equipment .  I n  o r d e r  

t o  c o v e r  t h e  .whole market  m a n u f a c t u r e r s  a t t e m p t e d  t o  p roduce  a 

complete  model r a n g e  d e s p i t e  t h e  n e g a t i v e  e f f e c t s  o f  t h i s  on d 
Most r e t a i l e r s  of t h e  ' b i g  s i x 1  were t i e d  t o  a s i n g l e  manufac tu re r  

and had t o  m a i n t a i n  l i s t  p r i c e s . .  Hence f e s t r i c t i v e  t r a d e  p r a c t i s e s  

l e g i s l a t i o n  and r e s a l e  p r i c e  maintenance s e r v e d  t o  r e s t r a i n  com- 
I ,  

p e t i t i o n  between r e t a i l e r s . -  

The need f o r  war t ime c o o p e r a t i o n  and a s s o c i a t i o n  th rough  t h e  

S o c i e t y  of  Motor Manufac tu re r s  and T r a d e r s  meant t h a t  s t r o n g  f o r -  
" '  ' .  

m a l  and i n f o r m a l  ne tworks  o f  communication e x i s t e d  between t h e  - 
m ~ $ ~ o r  m a n u f a c t u r e r s .  A f t e r  t h e  w a r  t h e  government encouraged  

5 

' t h e  ;x tens ion  o f  i n t e r - f i r m  c o o p e r a t i o n  th rough  p u b l i c  and p r i v a t e  
_ 3 -. - 
b o d i e s .  T h i s  i s  d i s c u s s e d  i n  t h e  f o l l o w i n g  c h a p t e r s  i n  more de: 

t a i l .  

Performance 

Given t h e  s t r u c t u r e  o f  t h e  i n d u s t r y ,  i n  1945,  and  t h e  n a t u r e  

o f  t h e  l o n g  r u n  a v e r a g e  c o s t  cu rve  f o r  i n d i v i d u a l  f i r m s ,  l a r g e r  

f i r m s ,  i f  t h e y  e x p l o i t e d  p o t e n t i a l  economies o f  s c a l e ,  were  i n  



a  s t r o n g  p o s i t i o n  n o t  o n l y  t o  make t h e  more e f f i c i e n t  u s e  0-f s c a r c e  

r e s o u r c e s ,  b u t  a l s o  t o  g e n e r a t e  above i n d u s t r y  averdge  p rb f i t s .  \ 
. To t h e  e x t e n t  t h a t  no  firm e x p l o i t e d  a l l  a v k i l a b l e  economies o f d  

s c a l e  t h e  motor  i n d u s t r y  m i s a l l o c a t e d  r e s o u r c e s .  

I n  1945,  t h e  l a r g e s t  companies were a l s o ,  i f  e f f i c i e n t ,  i n  

the s t r o n g e s t  p o s i t i o n  t o  g e n e r a t e  inves tment  f u n d s  f o r  growth 

and expa rk ion .  B r i t a i n ,  u n l i k e  France ,  ~ e h a n ~  a n d  J a p a n ,  does  

n o t  haveo inves tmen t  banks .  Inves tment  funds  have t o  come from 

p loughed  back p r o f i t s  and o u t s i d e  l e n d e r s .  T y p i c a l l y ,  t h e s e  

l e n d  p r o f i t a b l e  companies.  1 3  Hence, i n  B r i t a i n ;  p r o f i t s  

a n e c e s s a r y  p r e r e q u i s i t e  t o  growth and expans ion . .  

r e g a r d s  employment, was sugges t ed  i n  c h a p t e r  - one 

were 

t h a t  

i n  t h e  p o s t  war era t h e  motor  i n d u s t r y  wasJ a power fu l  g e n e r a t o r  ., 

of employment. 1 4    ow ever, t h e  d i s c u s s i o n  o f  demand above s u g g e s t s  
4 

t h a t  demand was a f f e c t e d  by s e a s o n a l  and c y c l i c a l  f a c t o r s  s o  mak- 

ing t h e  i n d u s t r y  an  u n r e l i a b l e  l a b o u r  marke t .  + 
- U n t i l  1945,  t h e  motor i n d u s t r y  had n o t  made a s i g n i f i c a n t  

- 
- .  

c o n t r i b u t i o n  t o  t h e  b a l a n c e  o f  payments. The c h a p t e r s  t h a t  f o l l o w  
, P 

show t h e  b a l a n c e  o f  payments as a major  f a c t o r  i n  t h e  p o s t  war 

y e a r s  i n  d e t e r m i n i n g  government p o l i c y  towards  t h e  motor  i n d u s t r y .  

They a l s o  snow how t h e  motor  i n d u s t r y  responded to these pozleies 
L 

tc become a major  f o r e i g n  cu r r ency  earn&+- - 

T h i s  c h a p t e r  h a s  p r o v i d e d  a b r i e f  overview o f  t h e  motor  i n -  J' 



government policy between 
1 

1945 and 1975 on th,ese re- 

l a t i o n s h i p s .  
* > 

L 



CHAPTER -3 

Expor t  P o l i c y ,  1945-50 

Befo re  World War I1 t h e  motor  i n d u s t r y  had n o t  made a s i g n i -  

f i c a n t  c o n t r i b u t i o n  t o  e x p o r t s .  I n  t h e  l a t t e r  y e a r s  o f  t h e  war, 

when t h e  government. c r e a t e d  a p o l i c y  f o r  a p o s t  w a r  e x p o r t  d r i v e ,  

t h e  major  emphasis  was p u t  on t h e  t r a d i t i o n a l  e x p o r t  i n d u s t r i e s ,  

such  as t e x t i l e s ,  and,  c o n s e q u e n t l y ,  t h e  motor i n d u s t r y  was l a r g e l y  
- z 

n e g l e c t e d .  

I n  1945, i t  became a p p a r e n t  t h a t  t h e  motor i n d u s t r y  could  

make a v a l u a b l e  C o n t r i b u t i o n  t o  t h e  e x p o r t  d r i v e  and an e x p o r t  
9 -  

, p o l i c y  f o r  t h e  i n d u s t r y  was h a s t i l y  c r e a t e d .  l A t  t h e  1946 ~ o c i e t ~ . ? - L  v~. - 
'C, 

of Mo o r  Manufac ture rs  and T r a d e r s  [SMMT] d i n n e r ,  t h e  P r e s i d e n t  F 
of  t h e  Board of  ~ r a d e *  announced a goal .  f o r  t h e  motor  i n d u s t r y  

of exporbi-ag f i f t y  p e r  c e n t  o f  p r o d u c t i o n .  I n  1938,  e i g h t  per ,  

c e n t  had been e x p o r t e d  and t h o s e  p r e s e n t  a t  t h e  d i n n e r  responded 

3 % 

t o  t h i s  new government p o l i c y - b y  c a l l i n g  i t  ' T r i p e ' .  To imple- 

ment t h e  p o l i c y  and watch o v e r  t h e  i n d u s t r y  t h e  government s e t ' u g ,  

a m a n u f a c t u r e r  dominated N a t i o n a l  Advisory Counc i l  under  t h e  

M i n i s t e r  of  Supply.  4 

I n  t h e  f o l l o w i n g  y e a r s  t h e  government c a l l e d  f o r  f u r t h e r  

' i n c r e a s e s  i n  e x p o r t s .  It was a b l e  t o  impose t h e s e  demands on 
- - -- 

, t h e  motor i n d u s t r y  t h rough  i t s  c o n t r o l  o f  s c a r c e  r e s o u r c e s ,  par -  

t i c u l a r l y  s t e e l  s u p p l i e s ,  and i t s  t h r e a t s  t o  c u t  o f f  s u p p l i q ,  if 

manufac tu re r s  d i d  n o t  a t t e m p t  t o  meet t h e  e x p o r t  q u o t a s .  * d i a l  

s u c c e s s  i n  meet ing  t h e  e x p o r t  t a r g e t s  f o r  1946  pe r suaded  t h e  

1 



government t o  ra i se  t h e  e x p o r t  q u o t a s  f o r  1947 t o  one hundred 

and  f i f t e e n  p e r  c e n t  of t h e  1946 f i g u r e .  T h i s  proved t o  be a 

d i f f i c u l t  g o a l .  F i r s t l y ,  ex t r eme ly  h a r s h   eath her . e a ~ l y  i n  1947 
- 

c r e a t e d  s h o r t a g e s  o f  f u e l  and  s t e e l  n e c e ~ s i t a t i n g ~ t h e  s h u t  down 

o f  some of t h e  f a c t o r i e s .  Secondly ,  i n  t h e  autumn o f  1947 Geneva 

tariff agreements  r educed  i m p e r i a l  p r e f e r e n c e .  ? h i r d l y ,  i n  J u l y ,  
&! 

s t e r l  s made f r e e l y  c o n v e r t i b l e  w i t h  d i s a s t r o u s  e f f e c t s  on -  .. 
e x p o r t s ,  s i n c e  f o r e i g n  buye r s  cou ld  now o b t a i n  p r e v i o u s l y  s c a r c e  

U .  S. d o l l a r s  t o  p u r c h a s e  American c a r s .  

1n  ~ u & t  1947 c o n v e r t i b i l i t y  was suspended  owing t o  t h e  

p r e s s u r e  on s t e r l i n g  and t h e  government had t o  make y e t  f u r t h e r  
P 

e f f o r t s  t o  s t i m u l a t e  e x p o r t s .  I n i t i a l l y  i t  was dec ided  t o  r a i s e  

e x p o r t  q u o t a s  f o r  t h e  motor  i n d u s t r y  to' s e v e n t y  f i v e  p e r  c e n t  of 
9 

p r o d u c t i o n .  T h i s  w a s  soon m o d i f i e d  s o  t h a t  a l l  o u t p u t  was r e -  

s e r y e d  f o r  e x p o r t  e x c e p t  t h a t  requi re -d  . t o  meet " e s s e n t i a l "  home 

F 
. 

and. '  Again, s t e e l  a l l o c a t i o n s  were t h e  i n c e n t i v e  t o  comply. 

x p o r t s  f o r  1948 were i n i t i a l l y  t a r g e t e d  a t  t h r e e  hundred and 

, n i n e t e e n  p e r  c e n t  of 1938 e x p o r t s .  However, by March, H a m l d  , \_.. 
4- 

J Milson ,  P r e s i d e n t  o f  t h e  Board o f  Tfa*, r e v i s e d  p r o j e c t e d  ex- 9 ,+' 

p o r t s  downwards, as e x p o r t s  p roved  d i f f i c u l t  i n  t h e  fa& of 

American and some r e v i v e d  ~ u r o p e a n  c o m p e t i t i o n ,  t o  two hundred 
- 

and seventy- two per cer i t  and t h e n  two* hundred and s i x t y  p e r  c e n t  

o f  t h e  1938, f i g u r e s .  A ma jo r  problem was t h a t  by 1948 t h e  pound 

was ove rva lued  and some i n t e r n a t i o n a l  c o m p e t i t i o n  had r e v i v e d .  

By e a r l y  1949 i t  was p r o v i n g  i m p o s s i b l e  t o  meet,€be q u o t a s  



and l e s s q t h a n  two- th i rds  of  p r o d u c t i o n  h a s  b e i n g  e ~ p o r t e d . ~  I n  

A p r i l ,  t h e  ~ i n i s t 6 r  o f  Supply r e l a x e d  t h e  q u o t a  s a y i n g ,  " I n  o r d e r  

t o  g i v e  t h e  rnan9uf?cturkrs g r e a t e r  f l e x i b i l i t y ,  t h e y  w i l l  no l o n g e r  

be r e q u i r e d  ' t o  kee'p 

home ma'rket a s  l o n g  

a t g a i n  t h e  r e q u i r e d  

s t i m u l a t e  t h e  world  

r i g i d l y  w i t h i n  q u a r t e r l y  a l l o c a t i o n s  fsr t h e  

as t h e i r  e x p o r t s  over  a r e a s o n a b l e  perkod 

l e v e  1. "' M a r s h a l l  Aid i n  mid-194gahelped t o  

economy w i t h  b e n e f i c i a l  e f f e c t s  on e x p o r t  
f 

demand f o r  c a r s .  N e v e r t h e l e s s ,  i t  was s t i l l  n e c e s s a r y  f o r  t h e  

B r i t i s h  government, as an i n c e n t i v e ,  t o  i n c r e a s e  s t e e l  a l l o c a t i o n s  a 4 

./ 
t o  t h e  manufacturer 's 'who were most s u c c e s s f u l  i n  t h e  e x p o r t  d r i v e .  

Deva lua t ion  i n  September,  1949 once a g a i n  made t h e  e x p o f l  

t a r g e t  o f  s e v e n t y - f i v e  p e r  c e n t  of . p r o d u c t i o n  T e a s i b l e .  ~y June  f 

1 9 5 0 . e x p o r t s  accoun ted  f o r  o v e r  f o u r - f i f t h s  o f  p r o d u c t i o n  f o r  t h e ,  

- yeaP and t h e  motor  i n d u s t r y l s  e x p o r t  d r i v e  appea red  as s t r o n g  as 

a t  any t ime  i n  t h e  p o s t  war era.. However, b e f o r e  t h e  new oppor-- 
' 

t u n i t y  was f u l l y  e x p l o i t e d ,  t h e  r e a  e n t  g o a l  g a i n e d  p r i o r i t y  

ove r  t h e  b a l a n c e  of  

The a p p a r e n t l y  

y e a r s ,  d u r i n g  which 

e v e r  d i f f i c u l t i e s  

payment g o a l .  

u n a g g r e s s i v e  e x p o r t  p o l i c y  of  t h e  p o s t  war. 

t h e  government r e l a x e d  e x p o r t  q u o t a s  when- 

i n  mee t ing  them a r o s e ,  had a c o n s i d e r a b l e  

e f f e c t  on i n d u s t r y  s t r u c t u r e ,  conduc t ,  and p e r f o r m a n c e - -  

B a s i c  c o n d i t i o n s :  Compared 6 0  the &&uskxxks -Bf B a a t  

Germany and I t a l y ,  B r i t a i n  came ou t  o f  t h e  w a r  r e l a t i v e l y  unsca thed .  
8 

3 y  t h e  b e g i n n i n g  of  1946, the mtor companies had cdmpleted t h e  

x j o r  p a r t  o f  r e c o n v e r s i o n 9  and t h e  a b i l i t y  t o  p roduce  was l e s s  



H /-a=- l i m i t e d  by c a p a c i t y  t h a n  by u n c e n t a i n  s u p p l i e s  and s t e e l  
n 

from t h e  government.  
d 

Throughout t h e  y e a r s  of tfie e x p o r t  d r i v e  i n a d e q u a t e  raw - 
m a t e r i a l s  were t h e  major  c o n s t r a i n t  on o u t p u t .  F o r  example, a t  

t h e  tli-me o f  d e v a l u a t i o n  i n  1949,  c a p a c i t y  was e i g h t  hundred thous-  

and v e h i c l e s  p e r  y e a r ,  as a c r e s u l t  o f  r e c o n v e r f i o n  from t h e  war 
4 

and some expans ion ,  whereas  s t e e l  a l l o c a t i o n s  0-mited p r o d u c t i o n  i. - F ,  

t o  abou t  h a l f  a m i l l i o n  v e h i c l e s  i n  1949.  " 
< 

Whi l s t  r a w  . m a t e r i a l s  were i n  s h o r t  s u p p l y ,  t h e r e  was world;- 

wide e x c e s s  demand f o r  c a r s  irnrnediat l y  f o l l o w i n g  t h e  w a r .  A e 
k worldwide s h o r t a g e  of  d o l l a r s  made i i m p o s s i b l e  f o r  many buye r s  

t o  a c q u i r e  American c a r s  and t h e  s t a t  o f  t h e  European i n d u s t r y  i w a n t  t h a t  B r i t i s h  c a r s  had a v i r t u a l  nopoly  o v e r  buye r s  who 

h e l d  s t e r l i n g .  It was t h i s  s i t u a t i o n  which t h e  B r i t i s h  govern- 

z e n t  d e c i d e d  t o  e x p l o i t  w i t h  t h e  e x p o r t  q u o t a s .  

The e x t e n t  o P o v e r s e a s  demand was d i f f i c u l t  t o  e s t i m a t e  i n  
- % 

J 
1946,  p a r t l y  because  t h e  c o n d i t i o n  o f  t h e  wor ld  s t o c k  o f  c a r s  was 

f 
cnknown. However, i t  w a s  b e l i e v e d  t h a t  t h e r e  w a s  "an a lmosh  

\ 
i 

i l l i n i t a b l e  demand f o r  t h e s e  v e h i c l e s .  "10 Europe,  t h e  fa r  E a s t ,  

I n d i a ,  R u s s i a  and t h e  Cornonwealth were p o t e n t i a l  marke t s ;  one 
e 

e s t i n a t e  s u g g e s t e d  t h a t  t h e  Russ i ans  would r e q u i r e  twenty  m i l l i o n  
- - 

v e h i c l e s  o v e r  t h e  f o l l o w i n g  f i v e  y e a r s .  The rea l  q u e s t i o n  was 
1. 

12 about  how l o n g  demand for t h e  B r i t i s h  cays  could  h o l d  up, g iven  

t h a t  t h e s e  c a r s  were  p2e-xar models des igned  f o r  B r i t a i n ' s  un- , 

. .. 

2ezeneing road  s y s t  en. ... 



I n  t h e  f o l l o w i n g , y e a r s  B r i t i s h  c a r s  s o l d  w e l l  where ~ m e r i c a n  

c a r s  were u n a v a i l a b l e  and where,  t o  a l i m i t e d  e x t e n t ,  t h e  e x i s t -  
4 

i n g  d e ~ a n d  w a s  f o r  small c a r s .  I n  l i e u  o f  t h e s e  c o n d i t i o n s ,  
ki 

American- c a r s  would have been  p r e f e r r e d  t o  B r i t i s h  + c a r s  based  on 
, 

a p r i c e - q u a l i t y  comparison.  A s  i n d i c a t e d  i n  t a b l e  , a 30 H . P . ,  

s i x  cy l inde r ,  f i v e  s e a t e r  c a r  from t h e  Un i t ed  S t a t e s  s o l d  i n  

A u s t r a l i a  f o r  abou t  t h e  same p r i c e  as a s m a l l  B r i t i s h  10  H . P . ,  

f o u r  c y l i n d e r ,  Cour s e a t e r  c a r .  13  

The r e a l  p r e f e r g n c e  f o r  American c a r s  was demons t r a t ed  when 

s t e r l i n g  was made c o n v e r t i b l e .  Demand f o r  B r i t i s h  c a r s  dec reased  

immedia te ly .  One m i l l i o n  pounds worth  o f  e x p o r t  o r d e r s  f o r  Nuf- 

1 4  f i e l d  a l o n e  were c a n c e l l e d .  When e x p o r t  q u o t a s  were r a i s e d  

. f c i l o w i n g  t h e  s u s p e n s i o n  o f  c o n v e r t i b i l i t y ,  t h e  SMT4T commented: 

Idany c o u n t r i e s  w i l l  presumably n o t  b e  a b l e  t o  buy as many 

American c a r s  as p r e v i o u s l y .  I n  c o h t r a s t ,  s t e r l i n g  should  

b e  f r e e l y  a v a i l a b l e  f o l l o w i n g  t h e  r e c e n t  s u s p e n s i o n  of  f q e e  
\ 

c o n v e r t i b i l i t y  o f  c u r r e n t  s t e r l i n g .  Such c o n d i t i o n s  shou ld  
\ 

c o n f e r  a n  advan tage  n e x t  y e a r  (1948)  on B r i t i s h  o v e r  U.S.A.: 
.c 

c a r  e x p o r t e r s  and  p e r h a p s  i n  some c a s e s  n e u t r a l i z e  t h e  p r i c e  
< 

d i f f e r e n t i a l .  1 5  

By 194% B r i t a i n  had become t h e  wor ld ' s  major  e x p o r t e r  r e p l a c -  

s h s r t a g e .  B r i t a i n  s m a j  o r  marke ts  c o n t i n u e d  t o  be A u s t r a l i a ,  New 

Zezland and South  Africa,  b u t  i n  1948 t h e  Un i t ed -  States also be- 
6 

A C T  
'> , ~> ,e  2% major  marke t .  The s t e e l  s h o r t a g e  t h e r e  caused  c o n s i d e r a b l e  
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excess-demand i n  t h e  U n i t e d  S t a t e s .  For example, Ford ( U . S . )  

a l o n e  had o r d e r s  f o r  1 . 7  m i l l i o n  c a r s  b u t  cou ld  produce  o n l y  

1 . 0  m i l l o .  B r i t i s h  e x p o r t s  f i l l e d  p a r t  of t h e  U.  S. gap .  A t  

t h e  same t ime ,  i n  Europe e v i v a l  of t h e  French  and ~ e r m a n  

motor i n d u s t r i e s  i n  194 49, r e s p e c t i v e l y ,  h a d  c r e a t e d  
- -- 

some o v e r s e a s  c o m p e t i t i o  . C 

O v e r t h e p e r i o d f  t o  1950 excess-demand f o r  B r i t i s h  

c a r s  had. o c c u r r e d  beca  a l a c k  o f  pPoduc t ion  f o r  e x p o r t  by 

o t h e r  c o u n t r i e s .  A l a  s t i t u t e s  had g i v e n  B r i t a i n  an  ad- 

s i g n s  were i n a p p r o p r i a t e  f o r  many. o v e r s e a s  

S t r u c t u r e :  The government ' s  e x p o r t  p o l i c y  had a profound  

e f f e c t  on t h e  s t r u c t u r e  o f  t h e  i n g u s t r y .  F i r s t l y ,  f o l l o w i n g  

World War I1 e x i s t i n g  B r i t i s h  p r o d u c t i o n  p l a n t s  were t o o  small 
b 3  

t o  f u l l y  e x p l o i t  a v a i l a b l e  economies of  s c a l e .  l7 ~ e c o n ~ y ,  i n -  

. adequa te  s t e e l  s u p p l i e s  meant t h a t  'even t h e s e  l e s s  t h a n  o p t i m a l  

p l a n t s  o p e r a t e d  w i t h  e x c e s s  c a p a c i t y .  T h i r d l y ,  e x c e s s  demand 

and s t e e l  s h o r t a g e s  made i t  d i f f i c u l t  f o r  t h e  l a r g e s t  o r  most 

. e f f i c ' i e n t  f i r m s  t o  e x p l o i t  t h e i r  p o t e n t i a l  s u p e r i o r i t y  and i n -  

cFezse  market  s h a r e s .  Excess  demand a t  home and ab road  meant 
h 

t h a t  a l l  p r o d u c e r s  c o u l d  s e l I  t h e i r  o u t p u t  somewhere-. And, 

i f  t h e y  met e x p o r t  q u o t a s ,  i n  f a c t ,  some s p a I l e r  f i r m s  r e c e i v e d  - 
t h e i r  steel q u o t a s  even when t h e y  f a i l e d  t o  m e e t * t h e i r  e x p o r t  

1 8  q u o t a s .  The s t e e l  q u o t a s  system,  i n  s t r i v i n g  t o  b e  f a i r  



e f f e c t i v e l y  f r o z e  i n d u s t r y  s t r u c t u r e .  

of  t h e  p r o f i t  rno-tive A3 f r o m o p e r a t i n g  t o  

0 .  J 

It f r u s t r a t e d  t h e  f o r c e s  

a c h i e v e  a needed  r a t i o n -  

a l i s a t i o n  of  t h e  i n d u s t r y  i n  o r d e r  t h a t  ~ o t e n t i a l  economies o f  

I s c a l e  might  be  e x p l o i t e d .  I n  e f f e c t ,  .it s u p p o r t e d  t h e  weak and 
L 

o u t d a t e d  f i r m s  a t  t h e  expense  o f  t h e  more e f f i c i e n t .  
-- - 

I r o n i c a l l y ,  t h e  government seemed unaware o f  t h e  s t r a n g l e -  

h o l d  t h e i r  e x p o r t  p o l i c y  had p l a c e d  on i n d u s t r y  s t r u d t u r e .  Not . (1 
. : 

on ly  had they  f o r c e d  t h e  md to r  m a n u f a c t u r e r s  t o  expo+ t ,  b%t,  . 
'h 

s i n c e  ' l 9 4 A h e y  had a l s o  s t r e s s e d  t h e  e x p o r t  o f  t ' h&.cap i t a i  = 

gbods which r a t i o n a l i s a t i o n  would have r e q u l r e d  i n  o r d e r  t o  heelp i 
2 .  

t h e  b a l a n c e  of payments.  The government ' s  unawareness  o f  t h e  
r 

consequences  of i t s  p o l i c y  f o r  r s t i o n a l i s a t i o n  and s t a n d a r d i s a -  

t i o n  i n  t h e  i n d u s t r y  were demons t r a t ed  on s e v e r a l  o c c a s i o n s .  I n  

1946 t h e  P r e s i d e n t  o f  t h e  Board of Trade s t G e s s e d  e  need f o r  a 
$ 1  B 

cheap l a r g e  s t a n d a r d i s e d  ~ r i t i s h  c a r ,  b u t  d id ,  n o t  e u l a i n  how and 

why t h e  p r o d u c e r s  s h o u l d  make it .lge I n  1 9 4 7  t h e  Mini 'steq o f  

  up ply^^ ,expressed deep conce rn  about  t h e  c o n t i n u e d  d i v e r s i t y  i n  

t h e  number o f  models o f f e r e d  by t h e  motor i n d u s t r y  and even sug- 

g e s t e d  t h a t  i f  t h e . m o t o r  i n d u s t r y  cou ld  n o t , . t h e  government might  

have  t o  r a t i o n a l i s e  t h e  number 'of  model o f f e r i n g s .  No remedy 
- - - 

w a s  p ropdsed  n o r  any a c t i o n  t a k e n .  - To t h e  government it- seemed 
-- - - - - - -- - 

t h a t  

"Is i t  n o t  obvious  t h a t  t h e  m a n u f a c t u r e r s  are i n t e n d i n g  t o  

go back t o  1939 as q u i c k l y  as t h e y  can ,  i n s t e a d  o f  ahead  t o  = -  . 

1950, a s  t h e y  ought  t o  do? The m a n u f a c t u r e r s  are d e t e r -  



, . 
mined t o  mage hay ~ h i l ;  %he-sun' s ~ i n e s .  They . . kndw t h e r e  i s  

? 3 . - 
'en'ormous worldwi-de demacd a t  and > . 

t hey  t h i d k  t h a t  ; . 4 

by t a k i n g  t h e  s h o i t  view, b y  churning :o-ut k&ihkly models - s - - ' e  - 
f o r  which t h e y  have the. .pl.ant, > o o l ~ - ~ a n d  equipment,  they 

can make a b i g  p r o f i t  and t a k e  no' heed of t h e  f u t u r e .  ' I t22 
I 

- -  
!. 

Conduct : ' ~ x ~ o r t  .I quo ta s  were set: on ,a y e a r  by year b a s i s .  

The mo$or manufac turers  . b e l i e v e d  t h e  expor t  d r i v e  t o  be a  s h o r t -  - 
r u n  a f fa i r  and t h a t  t h e  home,market would soon become ' t h e i r  

major market ,  once aga in .  I n d u s t r y  cohduct r e f  l e i t e d  d t h l s  s h o r t -  

1 r u n  stop-gap a t t i t u d e  t o  world exporot markets .  
> 

wi th  r e s p e c t  t o  p r i c i n g ,  t h e  manufac turers  .set  home p r i c e s '  
* 

a t  l e v e l s  which would n o t  an tagon i se  t h e  government o r  f u t u r e  
0 .  

customers,  and which wo2rd no t  l e a d  t o  dumbing charges  by .over- 

s e a s  governments. 23' This  c r e a t e d  excess  d,ernand, long  w d t i n g ,  "- 
l i s t s  and blackmark.ets a t  home. '4- - I n  ov&Fseas markets  t h e r e  w a s  

D -. p r i c e  d i sc r i rn ina t ioh .  For  example, when t h e  Eur e 

EQ volume p r o d u c ~ i o n "  i n  t h e  l a t e  f o r t i e s ,  ,- p r i c e s  wene lowered . + 
. 

i n  Europe. I n  t h e  United . S t a t e s ,  c a r s  were s o l d  a t  p r i c e s  which 

b a r e l y  cavered margina l  c o s t s  s o  a s G t o  be p r i c e  compe t i t ive .  The  
I .  

manufac turers  c a r r i e d  o u t  Logica l  p r i c e  d i s c r i m i n a t i o n  ." . F a i l u r e '  

t o  unders tand t h k s  caused an outcry i n  the House of C,omons -o_uer - 

r e  

25 tke r e l a t i ~ l y  high pzLr~-es_oP  w i n  h e  market ' - 
' . ' - 

, The manufac turers  had l i m i t e d  choice  - .  about  what s o r t  of m o d ~ l s  

t h e y  s o l d  overseas .  Mostly, they sold what they  could  w h q e  t h e y  -.-- 

could.  Often,  ou tda ted  B r i t i s h  d e s i e e  p r o v e d i n c o n v e n $ e n t ,  i n -  , 

&. 



a p p r o p r i a t e  and u n r e l i a b l e ,  an0 g a i n e d  a 'poor ~ e i u t a t i o n .  I n  
< <- - 

- 1  

1949, t h e  Canadian co r r e sponden t  t b  t h e  Economist ,  summed up. 
J 

\ /' 
mu.ch o v e r s e a s  r e a c t i o n  t o  B r i t i s h  c a r s .  He s a i d ,  "The -- 

o f  t h e  B r i t i s h  motor  i n d u s t r y ,  w i t h  i t s  nasrow t r a c k s , .  s m a l l  
1 - 

luggage s p a c e ,  and r e p u t e d  i n a b i l i t y  t o  st* up t o  bad r o a d s  
'Y 

I1 26 has  been c r i t i c i s e d  t o  t h e  p o i n t  of monotony. ,The on ly  area 
-- -- 

where t h e y  were c o m p e t i t i v e  was as , ? s e c o n d  s.trf& models t  ,*? f o r  
t 

predominan t ly  u rban  d r i v i n g .  , 2 8  Thi s  poor  r e p u t a t i o n  .&as aggr;a 
-, 

1- 
v a f e d  by t h e  l a c k  of p a r t s  and s e r v i c e  ne tworks  which ba6ked up 

- 
B r i t i s h  ears. P a r t s  d i d  n o t  count  , i n  t h e  e x p o r t  q u o t a s  o f  t h e  ... 
m a n u f a c t u r e r s .  The l a c k  of s e r v i c e  ne tworks  y a s c i m p l i c i t l y  ex- 

9 

p l a i n e a  a t  t h e  1 9 4 7  A u s t i n  g e n e r a l  mee t ing .  m e  chairmMnanenoted,  
P 

" . . . v a l u a b l e  e x p o r t  marke t s  may remain open t o  t h e m . ( A u s t i n )  f o r  
i. 

a few x o n t h s .  1129 Obviously ,  s t o p  gap sales t+o fil? such  marke ts  
.. 

d i d  ri?t j u s t i f y  t h e  development o f  a full s e ~ t i c e  network.  A s  a 

resxlt o f  such  a cornpbny e x p o r t  p o l i c y ,  minor  breakdowns o v e r s e a s  

could  become major  problems f o r  o v e r s e a s  owners,  a n 4  a l i e n a t e  them - frcrn . f u r t h e r  B r i t i s Q  p u r c h a s e s .  Fur thermore ,  as a r e s u l t  of  p re -  

war t a x a t i o n  p o l i c i e s ,  a l l  B r i t i s h  manuf:acturers  o f f e r e d  a wide 
, - 

model range. '  S l n c e  t h e y  a l l  competed yn w-orld m a r k e t s ,  t h e  sales 
"9 

p e z e t r a t i o n  o f  any given model i n  any g i v e n  market  was l i k e l y  t o  
- - - - - - -  

b e  I 2 - x .  Thus, t h e r e  was s c a n t  j u s t i f i c a t i o n  f o r  d e a l e r s  a round  
- - - - 

>he world , t o  c a r r y  a d e q u a t e  p m t s  f o r  any model. F i n a l l y ,  i t  

w ~ u l d  a p p e a r  t h a t  many d e a l e r s  were s i g n e d  up v e r y  h u r r i e d l y  
- - 

an3 h - i t h o u t  much i n ~ e s t i ~ a t i o n , ~ '  i n  t h e  p o s t  w a r  y e a r s .  Con- 



s e q u e n t l y ,  poor q u a l i t y  d e a l e r g  became a  f a m i l i a r  c h a r a c t e r i s t i c  

of t h e  B r i t i s h  s a l e s  e f f o r t  ove r seas .  

I n  1948 t h e - f i r s t  new models from- B r i t a i n  i n  over  a  decade 
4 

appeared.  T h i s  was a long t ime l a g  s i n c e  t h e  l a s t  i n t r o d u c t i o n  - 

of new models. Furthermore,  i n  t h e  p o s t  w a r  y e a r s  t h e  motor 

indu-stry had d i f f i c u l t y  o b t a i n i n g  new c a p i t a l  machinery f o r  t h e  
1 

new models. Together ,  t h e s e  f a c t o r s  meant t h a t  t h e  new models 
P 

were l i k e l y  t o  have more t h a n  average  t e e t h i n g  problems., The 
. . 

expor t  d r i v e  made i t  necessary  t o  s e l l  t h e  new c a r s  overseas  

wi th  t h e  inadequate  d e a l e r  networks d e s c r i b e d  above. A t  home . . - 

?e5formation ab des3gn flaws would have been f e d  back t o  t h e  

manufac turers  remedia l  a f t i o n  f a i r l y  q u i c k l y .  From overseas  * 

rnarke6s1such feedback t r i c k l e d  i n  s lowly ,  'and i n  t h e  meantime t h e  
B . , , 

r e p u t a t i o n  'of B r i t i s h  p rbduc t s  d e c l i n e d  f u r t h e r .  A d d i t i o n a l l y ,  

s i n c e  t h e  manufac turers  expected a  l a r g e  home market i n  t h e  f u t u r e ,  

t h e  new models had t o  be a p p r o p r i a t e  f o r  B r i t i s h  c o n d i t i o n s .  This  

c o n s t r a i n e d  t h e  s u i t a b i l i t y  o f  these& models f o r  he 
Consequently, t h e  expor t  d r i v e  n e c e s s i t a t e d  t h e  s a l e  of t o o  

many ill s u i t e d  and inadequa te ly  r e sea rched  models, through i n -  

adequate  d e a l e r s ,  w i th  inadequa te  p a r t s  and s e r v i c e , f a c i l i t i e s  by 

t o o  many m a n u f a c t u ~ e r s .  I n e v i t a b l y  ' the- repacat ion  o f - & s t - i s h c a r s  - --T- 

Performance: The expor t  d r ive /  betj6een 1945 and 1950 mainly 
& 

a f f e c t e d  t e c h n i c a l  efficiency and the balance ef paymenks, IL 

had n e g a t i v e  e f f e c t s  on t e c h n i c a l  e f f i c i e n c y  and p o s i t i v e  e f f e c t s  



on t h e  b a l a n c e  of payments. 
- 

The e x p o r t  d r i v e ,  t h rough  t h e  system o f  s t e e l  a l l o c a t i o n ,  

j%ralysed i n d u s t r y  s t r u c t u r e  p r e v e n t i n g  e x p a n s i o n  o f  t h e  most 

e f f i c i e n t  f i r m s ,  and t h e  consequent  d e c l i n e  of t h e  weakes t .  I n -  

s t e a d ,  companies were e n a b l e d  t o  c o n t i n u e  i n  p r o d u c t i o n  w e l l  below 

capac i ty ,  and w i t h  p J a n t s  which f a i l e d  t o  e x p l o i t  -a l l  a v a i l a b l e  

economies of  s c a l e .  The comparison o f  B r i t i s h  and American ' - 

c a r  p r i c e s  i n  A u s t r a l i a  s u g g e s t s  t h a t  B r i t i s h  p r o d u c t i o n  t ech -  

n i q u e s  were  i n e f f i c i e n t  and was ted  r e s o u r c e s .  

Undoubtedly t h e  e x p o r t  d r i v e  made a c o n t r i b u t 3 o n  t o  t h e  b a l -  

-ance of  payments i n  t h e  s h o r t  r u n .  Except f o r  d i f f i c u l t i e s  b e f o r e  

d e v a l u a t i o n  t h e  motor  i n d u s t r y  n e a r l y  met i t s  a n n u a l  e x p o r t  q u o t a s .  

However, t h e  c o n t r i b u t i o n  o f  t h e  e x p o r t  d r i v e  depended upon t h e  

a d g i t l o n a l  e x p o r t s  i t  g e n e r a t e d .  These,  i t  w i l l  b e  a r g u e d ,  were 

n o t  f e r y  g r e a t .  32 S i n c e  the 'home market  cou ld  n o t  have  absorbed-  '\ 

t o t a l  i n d u s t r y  o u t p u t  i n  any c a s e ,  t h e  m a n u f a c t u r e r s  would have 

hzd t o  e x p o r t  i n  o r d e r  t o  f u l l y  u t i l i s e  c a p a c i t y  and  grow. 

I n  t e rms  of p r o g r e s s ,  s i n c e  t h e  e x p o r t  d r i v e  h e l d  up i n d u s t r y  

r a t i o n a l i s a t i o n  i t  r e t a r d e d  ppogres s .  I n  a d d i t i o n , .  s i n c e  %he ex- 

p o r t  d r i v e  s t r e s s e d  t h e  o u t p u t  o f  " e n g i n e e r i n g  goods",  t h e  motbr 

companies found i t  d i f f i c u l t ,  a t  t imes ,  t o  o b t a i n  new c a p i t a l  
- - - - 

33 e q u i p ~ e n t  and t h i s  a l s o  h i n d e r e d  p r o g r e s s .  
- -  - -- 

Rearmament P o l i c y ,  1950-53 6 

i n  1950 t h e  Korean s i t u a t i o n  made t h e  government r e a s s e s s  

over211  ? r id r i t i e s .  Rearmament was set  ahead o f  t h e  b a l a n c e  of 



payments and o t h e r  economic .goa l s .  Resources  were r e a l l o c a t e d  

towards  d e f e n c e  p u r p o s e s .  A s  a r e s u l t ,  t h e  motor  f i r m s  r e c e i v e d  

f ewer  raw materials s u p p l i e s .  I n  o r d e r  t o  h e l p  t h e  b a l a n c e  of  
L 

p a y m e n t ~ ~ p r e s s u r e s  c r e a t e d  by rearmament,  .home d e l i v e r i e s  o f  *cars  
~ 

were c u t  f u r t h e r ,  t o  e i g h t y  thousand  c a r s  and t h e n  s i x t y  thousand  

c a r s ,  34 i n  1951 .arid 1952,  r e s p e c t i v e l y .  However, by - la te  19507 

i n c r e a s e d  c o m p e t i t i v e n e s s  o v e r s e a s  f o r c e d  t h e  new Converva t ive  

government t o  r e a s s e s s  t h e  system. of q u a r t k r l y  q u o t a s  f o r  each  

company. I n s t e a d  o f  t h e  q u a r t e r l y  q u o t a s  t h e  government o b t a i n e d  

a g e n e r a l  u n d e r t a k i n g  which s a i d ,  " . . . t h e  i n d u s t r y  h a s  unde r t aken  

t o  e n d e a v o u r . ' t o  e x p o r t  n o t  l e s s  t h a n  e i g h t y  p e r  c e n t  of t h e i r  

o u t p u t  o f  p a s s e n g e r  czrs ( e s t i m a t e d  a t  450,000 p e r  y e a r ) . "  A s  an 

i n c e n t i v e  t o  expo?ts  t h e  government s t a t e d  t h a t ,  " . . . a l l o c a t i o n s  

of s t e e l  t o  t h e  i n d u s t r y  (would)  i n  t h e  f u t u r e  be  more c l o s e l y  

r e l a t e d  t o  e x p o r t  per formance .  1135 
r 

Eesic c o n d i t i o n s :  Rearmament reduced  r a w  m a t e r i a l s  s u p p l i e s  

and i n c r e a s e d  t h e i r  c o s t s  t o  t h e  motor i n d u s t r y .  s h o r t a g e s  n o t  

on ly  o f  s t ee l  b u t  o f  m a t e r ~ a t s  such  as z i n c  d i e s  o c c u r r e d .  T h i s  

s p u r r e d  some s u b s t i t u t i o n  i n  p r o d u c t i o n  t o  t a k e  p l a c e .  

On t h e  demand s i d e ,  a t  home, reduced  s a l e s  q u o t a s  ma in t a ined  

t h e  i o n g  w a l t i n g  l ist  fer  c a r s .  A t  t h e  sane t ime ,  demand f o r  
-- - - - - - - - - - - - - - - - 

m i l i t z ~ y  v e h i c l e s  i n c r e a s e  & o v e r s e a s ,  t h e  i n c r e a s e  i n  c o s t s  

caused  by  rearmament n e c e s s i t a t e d  p r i c g  i n c r e a s e s .  T h i s  was a t  - 
a tfme when t h e  European motor  i n d u s t r i e s  were  i n c r e a s i n g  ou tpu t  

/--%..- 

and i ~ p r o v i n g  e f f i c i e n c y ,  b e i n g  r e l a t i v e l y  u n a f f e c t e d  by rearma- 



ment.  A s  a r e s u l t , % o v e r s e a s  demand f o r  B r i t i s h  c a r s  d e c r e a s e d  
m 

a s  t h e y  became r e l a t i v e l y  more expens ive .  By 1952,  t h e  B r i t i s h  

motor i n d u s t r y  was h a v i n g  g r e a t  d i f f i c u l t y  i n  m e e t i n g  i t s  e x p o r t  

u n d e r t a k i n g .  

a S t r u c t u r e :  Rear ament p o l i c y  c o n t i n u e d  t h e  p a r a l y s i s  o f  
P;- 

i n d u s t r y  s t r u c t u r e  caused by t h e  p o s t  war e x p o r t  p o l i c y .  The 

government c o n t i n u e d  t o  a l l o c a t e " s t e e 1  t o  a l l  companies i n  accord-  

ance w i t h  p r e v i o u s  p r o d u c t i o n - a n d  e x p o r t  s u c c e s s .  I n  a d d i t i o n ,  

m i l i t a r y  v e h i c l e  demand w a s  s p r e a d  among t I( e  c a r  f a c t o r i e s .  36 

Th i s  met t h e  r e q u i r e m e n t s  o f  t h e  gogernment 's  e q u i t y  g o a l  b u t  n o t  

. of  a l l o c a t i v e  e f f i c i e n c y  and growth.  The p o l i c y  o f  s p r e a d i n g  

' m i l i t a r y  o r d e r s  f r u s t r a t e d  p r e s s u r e s  t o  change i n d u s t r y  s t r u c t u r e  
0 

e 
i n  o r d e r  t o  r a t i o n a l i s e  p r o d u c t i o n .  E f f e c t i v e l y ,  t h e  government 

de fence  o r d e r s  h e l p e d  c o n t i n u e  t o  s u p p o r t  t h e , w e a k  a t  t h e  ex- 
/ 

GEZSE o f  t h e  s t r o n g .  

I n  a d d i t  i o n  t o  r e t a r d i n g  s t r u c t u r a l  change,  t h e  r e q u i r e m e n t s  

o f  rearmament slowed down expans ion  and t e c h n o l o g i c a l  advance.  

Expansion was slowed by t h e  u n a v a i l a b i l i t y  o f  c a p i t q l  machinery 

f c r  t h e  motor i n d u s t r y .  Techno log ica l  advance was r e s t r a i n e d  by 

t h e  r e d i r e c t i o n  of  r e s e a r c h  and development e f f o r t s  t owards  m i l i -  

C 
- 

L z ~ y  v e h i c l e s .  

Fu r the rmore ,  t h e  way i n  whicli t h e  governmen€ TmpFemenEed - - 

- 

r e a , l m e n t  p o l i c y  meant t h a t  a n  o p p o r t u n i t y  f o r  i n t e r n a t i o n a l  

s t a n d a r d i s a t i o n ,  as w e l l  a s  B r i t i s h  s t a n d a r d l s a t i o n ,  was missed. . 

Gefence o r d e r s  n e c e s s i t a t e d  some s a c r i f i c e  o f  e x p o r t s  b y  t h e  



- B r i t i s h  motor i n d u s t r y  because  of  t h e  raw m a t e r i a l s  c o n s t r a i n C . ,  

A t  t h e  same t i m e ,  b b t h  Germany and I t a l y  had e x c e s s  c a p a c i t y  As i, 

a  r e s u l t  o f  t h e  M a r s h a l l  Aid r e b u i l d i n g  programme. It w a s  theTe- 

f o r e  s u g g e s t e d  t h a t  e i t h e r  Germany o r  I t a l y  s h o u l d  s u p p l y  e i t n e r  
I 

p a r t s  o r  v e h i c l e s  t o  s a t i s f y  B r i t i s h  de fence  r e q u i r e m e n t s .  .Noyth 

A t l a n t i c  T i e a t y  o r g a n i s a t i o n  [NATO] r e q u i r e m e n t s  had made t h e  d t f -  
/ 
1 f e r e n t  NATO p a r t  e r s  a g r e e  t o  t h e  s t a n d a r d i s a t i o n  of p l a n e s .  Simi- e 

l a r  c o o p e r a t i o n  g i g h t  have been deve loped  T n . t h e  p r o d u c t i o n  of 

motor v e h i c l e s .  M i n i s t r y  o f  Defence Agents went s o  f a r  as t o  ex- 
r-, 

amine F i a t  v e h i c l e s  f o r  t h e i r  r e q u i r e m e n t s .  However, t h e y  co01d 

n o t  pe r suade  t h e  I t a l i a n s  t o  change t h e i r  s p e c i f i c a t i o n s  t o  

B r i t i s h  ones ,  n o r  c o u l d  t h e y  o b t a i n  g u a r a n t e e s  t h a t  B r i t i s h  m m u -  

f a c t u r e r s  would s u p p l y  p a r t s  f o r  F i a t  v e h i c l e s .  Hence, rearmament 

p o l i c y  f a i l e d  t o  t a k e  advan tage  o f  o p p o r t u n i t i e s  f o r  t h e  r a t l o m l -  

i s a t i o n  o f  n a t i o n a l  and i n t e r n a t i o n a l  i n d u s t r y  s t r u c t u r e .  Instead,  

t h e  o l d  B r i t i s h  motor  i n d u s t r y  s t r u ' c t u r e  w i t h  t o o  many manufac- 

t u r e r s ,  t o o  many models and t o o  h i g h  c o s t s  was encouraged  t o  con- 

t i n u e ,  --' 

/ , Conduct: Defence o r d e r s  n e c e s s i t a t e d  c u t s  i n  home q u o t a s .  

Tne m a n u f a c t u r e r s  a l s o  r educed  e x p o r t s  i n  o r d e r  t o  supp ly  r e a r m -  

nent r e q u i r e m e n t s .  Manufac tu re r s  -continued t o  d i s c r i m i n a t e  i n  
-- 

p r i c e  between m a r k e t s .  The r e o r g a n i s a t i o n  o f  t h e  motor  firms $0 

groduce  de fence  v e h i c l e s  s lowed down t h e  development o f  new models 
/-  

7 

a; z t i m e  of  r a p i d  e x p a n s i o n  by t h e  European p r o d u c e r s .  

?erformance:  A f t e r  World ?jar I1 B r i t a i n  had made a more 



- r a p i d  r e c o n v e r s i o n  t h a n  t h e  European companies. T h i s  had g i v e n  

B r i t a i n  a h e a d s t a r t  i n  c a r  p r o d u c t i o n .  Rearmament was a major  
\ 

f a c t o r  i n  t h e  l o s s  o f  t h e  a d v a ~ t a ~ e s ~ ~  o f  t h a t  h e a d s t a r t .  Be- 

tween 1950 and 1952 t h e  B r i t i s h  motor i n d u s t r y  had t o  c u t  b a c k p n  

p r o d u c t i o n  and c o s t s  i n c r e a s e d .  A t  t h e  same t i m e ,  F r ance  and 

Germany made a r a p i d  advance.  By 1952, Volkswagens a n d ' s m a l l  

R e n a u l t s  were b e i n g  produced i n  g r e a t e r  volumes t h a n  a n y e B r i t i s h  

model. A t  t h e  b e g i n n i n g  o f  1950 B r i t a i n  had been p r o d u c i n g  o v e r  

t e n  thousand c a r s  p e r  week; by' t h e  middle  o f  1952 weekly produc- 

t i o n  was below n i n e  thousand .  I n  comparison,  a t  t h e  beg inn ing  o f  

1950 France  and Germany, combined, produced e i g h t  thousand  c a r s  

p e r  week; by t h e  midd le  of' 1952 t h e y  produced o v e r  t h i r t e e n  

thousand p e r  week. I n  1950 B r i t a i n  had e x p o r t e d  one h a l f  o f  
! 

e x p o r t s  t o  t h e  s t e r l i n g  a r e a ;  by 1952 n e a r l y  t h r e e - q u a r t e ? s  were 

s e n t  t h e r e .  I n  f r e 3  marke t s  such  as Hol land and Swi tzer la ,nd  

B r i t i s h  c a r s  had c l 4 a r l y  become t o o  expens ive .  One i m p o r t a n t  

d e x p l a n a t i o n  f o r  t r e d u c t i o n  i n  i n t e r n a t i o n a l  c o m p e t i t i v e n e s s  of 
4 

t h e  B r i t i s h  motor  i n d u s t r y  was t h e  lower  l e v e l s  of c o n c e n t r a t i o n  / 
when compared to fGermany,  F rance  and I t a l y .  

c' 
38 Rearmament p o l i c y  

f a i l e d  t o  t a k e  u n i t $  t o  remedy t h e  s i t u a t i o n .  
i w 

A t  t h e  end o f  1951  i t  was b e l i e v e d  t h a t  excess-demand a t  

haze  was enormouq. 39 BY t h e  end o f  rearmament t h e  m a n u f a c t u r e r s  

had ove r  one m i l l i o n  o r d e r s  f o r  home d e l i v e r y .  The  manufac tu re r s  

were keen t o  t a p  t h i s  a p p a r e n t l y  huge a n d ' p r o f i t a b l e  marke t .  It 

seem l i k e l y  t h a t  the long w a i t i n g  l i s t s  for c a r s  a t  home had a 

r 



n e g a t i v e  e f f e c t  on e x p o r t  e f f o r t s  t o  h e l p  t h e  b a l a n c e  of  payments.  

The excess-demand a t  home which r e s u l t e d  from rearmament p o l i c y  

encouraged t h e  m a n u f a c t u r e r s  t o  n e g l e c t  l o n g  t e rm development 

40 
. 

of  e x p o r t  marke t s .  

By t h e  end of  1952 t h e  s t e e l  s t o r t a g e  was o v e r .  'I' The Mini - 2 
t e r 2 0 f  Supply abandoned t h e  e x p o r t  q u o t a s  -which had been r educed  

e a r l i e r  i n  t h e  f a c e  of e x p o r t  d i f f i c u l t i e s .  42 The i n d u s t r y  was 
.. 

r eady  t o  e x p l o i t  t h e  enormous home market .  I t  t u r n e d  o u t  t o  be  

a  mi rage .  Desp i t e  t h i r t e e n  y e a r s  o f  s e v e r e l y  r e s t r i c t e d  home 

s a l e s ,  r e a l  excess-demand w a s  f a i r l y  small.  4 3  I n  1952 l e s s  t h a n  

one hundred thousand  c a r s  o v e r  t h e  o r i g i n a l  s i x t y  t housand  home 

quo ta  were s o l d .  By October  1952 second hand c a r  p r i c e s  were 

f a l l i n g  r a p i d l y .  Many o f f e r s  t o  d e l i v e r  car 's t o  p e o p l e  on wa i t -  - 

i n g  L i s t s  *re r e j e c t e d .  By November some c a r s  were a v a i l a b l e  .., < -  * 

f o r  i n m e d i a t e  d e l i v e r y .  44 ' B e f o r e  t h e  end of  t h e  y e a r  t h e  c h a i r -  
, $. 

iler sf ~ u s t i h  appea l ed  f o r  c u t s  i n  p u r c h a s e  t a x  on c a r s  i n  o r d e r  

tz sfave o f f  redundancy.  45 The myth about  enormous pent-up demand 

a t  hone f o r  c a r s  had been d i s p e l l e d .  The n e x t  s e c t i o n  examines 

how government p o l i c y  c r e a t e d  t h a t  myth. 

I n  c o n c l u s i o n ,  rearmament p o l i c y  had s e v e r a l  e f f e c t s  on t h e  

m o t ~ r  i n d u s t r y ' s  c o n t r i b u t i o n  t o  performance.  ( 1 )  I t  df  s cou raged  

needed change in R&QP i & s t r y  s t m t w .  -43) %&-qkt8t8~s 

h a l t e d  growth i n  t h e  i n d u s t r y  f o r  two y e a r s .  ( 3 )  Research  and 

design were r e d i r e c t e d  t ~ w a r d s  m i l i t a r y  v e h i c l e s .  (4 )  Long Pttn 

e x p o r t  e f f o r t s  were d i s c o u r a g e d  as t h e  w a i t i n g  l i s t s  f o r  home 



d e l i v e r i e s  became vePy l a r g e .  , Thi s  s u g g e s t e d  t h a t  i n  t h e  long.' 
% 

r u n  e x p o r t s  would be  o f  secondary  impor t ance  t o  t h e  i n d u s t r y .  

D i s t r i b u t i o n  P o l i c y  

The government ' s  e x p o r t  p o l i c y  meant t h a t  e x c e s s  demand f o r ,  

ca r ;  i n  B r i t a i n  w a s  c r e a t e d .  The m a n u f a c t u r e r s  had t o  set  home 

p r i c e s  a t  l e v e l s  a c c e p t a b l e  t o  t h e  B r i t i s h  government,  f o r e i g n  - 

governments and  f u t u r e  cus tomers .  46  The problem o f  d i s t r i b u t i n g  
I 

t h e  i n a d e q u a t e  s u p p l i e s  o f  c a r s  was l e f t ,  p r e t t y  w e l l ,  t o  t h e  . 
t 

i n d u s t r y .  The government on ly  s p e c i f i e d  t h a t  " e s s e n t i a l  demand" . 

a t  home had p r i o r i t y .  ' ' E s s e n t i a l  demand" a p p l i e d  mainly  t o  p e o p l e  

w i t h  o c c u p a t i o n s  which r e q u i r e d  a c a r  i n  t h e  s o c i a l  i n t e r e s t ,  f o r  

example,  d o c t o r s  and d i s t r i c t  n u r s e s .  

R e s p o n s i b i l i t y  f o r  a l l o c a t i n g  c a r s  a f t e r  1945 f e l l  t o  t h e  

Motor T r a d e r s  A s s o c i a t i o n  (MTA). Anybody who wanted a c a r  had t o  

p u t  t h e i r  name on a w a i t i n g  l i s t ,  u n l e s s  p a r t  o f  " e s s e n t i a l  de- 

mand". When t h e i r  name came t o  t h e  t o p  o f  t h e  Qs t  t h e y  r e c e i v e d  

a c a r  a t  t h e  c u r r e n t  r e t a i l  p r i c e .  The MTA made new c a r  buyers  

s i g n  a covenant  unde r  which t h e y  a g r e e d  n o t  t o  s e l l  t h e  c a r  f o r  

a t  l e a s t  one y e a r .  However, t h e  government d i d  n o t  give t h e  

covenant  l e g a l  s a n c t i o n .  A s  a r e s u l t ,  t h e  covenant  w a s  o f t e n  

i g n o r e d  and cars s o l d  a t  g r o s s l y  i n f l a t e d  p r i c e s .  - 47  F o r  example, - 

some p r i v i l e g e d  d o c t o r s  who were g i v e n  immediate  d e l i v e r y '  were 
- pppp -- - - pp - - 

z l l e g e d  t o  have made c o n s i d e r a b l e  o r o f i t s  from t h e  scheme. By 

1950 p u b l i c  c o n s t e r n a t i o n  o v e r  t h i s  w a s  s u f f i c i e n t  t o  make t h e  

MTA i n s t r u c t  t h e i r  members n o t  t o  s e l l  c a r s  t o  p e o p l e  who a l r e a d y  
*. 



1 

had c a r s  i n  good- c o n d i t i o n .  S t i l l ,  s i n c e  t h e r e  were no r e c o r d s  , 

- - .L 

* 
of who had had new c a r s ,  o r  who c u r r e n t l y  owned them a v a i l a b l e .  t o  

+ * 

r e t a i l e r s ,  t h e  1950 i n s t r u c t i o n  was e a s i l y  c i rcdmvented .  Only 

i n  1952 was a fa l se  d e c l a r a t i o n  about  owGership o f  p o s t  war 

v e h i c l e s  made grounds f o r  l e g a l  a c t i o n .  By then*excess-demand - 

w a s  j u s t  abou t  a t  

t h e  government i n t r o d u c e d  p e t r o l  r a t i o n i n g .  

Be fo re  t h a t  no p e t r o l  had been a v a i l a b l e  t o . o r d i n a r y  c i t i z e n s .  

I n i t i a l l y ,  .every c a r  was p r o v i d e d  w i t h  a monthly rat500 s u f f i -  
c3 

c i e n t  t o  t ~ a v e l  one hundred and f i f t y  m i l e s .  I n  March 1946 t h e  

r a t i o n  was r a i s e d  by t h i r t y  m i l e s .  I n  August 1946 i t  was i n -  - 

c r e a s e d  a f u r t h e r  n i n e t y  m i l e s .  Then, f o l l o w i n g  t h e  1947 energy  - 
5 

c r i s i s  and b a l a n c e  of payments d i f f i c u l t i e s  i t  h s withdrawn.  I n  
1 i . t '  

r e s p o n s e ,  two and a h a l f . m i l l i o n  p e o p l e  s i g n e d  a ' p e t i t i o n  o f  pro-  

t e s t  o r g a n i s e d  by t h e  S p e c i a l  J o i n t  Committee o f  t h e  Royal Auto- 

mob i l e  'Club and  t h e  Automobile , A s s o c i a t i o n .  I n  June  1948,  t h e  
f 

p e t r o l  r a t i o n  was renewed at  e i g h t y  m i l e s  p e r  month. I n  June  1949 

Tt was doubled .  I n  May 1950 It  w a s  abandoned. 
,lf 
I 

I n  1950 B r i t a i n  s t i l l  f a c e d  b a l a n c e  of  payments d i f f l c u l t i p s  

s o  p e t r o l  i m p o r t s  had t o  be  curbed .  However, - f o r  some t i m e  i t  

had been a rgued  t h a t  a o t o r i n g  w a s  a m i d d l e - ~ l a ' s s  , l uxu ry .  There- 

fore, higher prices maice more effkf f e r h n s e o f  s c a r c e  p e T r o T p  

than r a t i o n i n g .  48 The Labour gover ,ment  a p p e a r e d  t o  a c c e p t  t h e s e  

arguments when i t  a b o l i s h e d  r a t i o n i n g .  We p e t r o l  t a x  was doubled 

from n inepence  t o  one s h i l l i n g  and s i x p e n c e .  



Bas ic  c o n d i t i o n s :  Excess demahd i n  t h e  home market enabler 

manufac turers  t o  s e l l  any make o r  model t h e r e .  For  example, i n  

1951, N u f f i e l d  had t o  s h i p  back from t h e  United S t a t e s  a number 

of c a r s  which could no t  be s o l d  t h e r e .  The c a r s  were overhauled,  
-,+, 

r e c o n d i t i o n e d ,  conver ted  t o  r i g h t 2  hand d r i v e  and t h e n  s o i ~  f o r  a  
L 

p r i c e  which i n c l u d e d  a l l  t h e s e  a d d i t i o n a l  c o s t s ,  i n c l u d i n g  t h e  

sh ipp ing .  49 There i s  l i t t l e  doubt t h a t  t h e  manufac tu re r s  e x p i o i t e d  ' 

3 

6 .  
t h e  l i c e n c e  t o  s e l l  any th ing  t h a t  t h e  w a i t i n g  l i s t s  allowed them 

and t h a t  q u a l i t y  dec l i&d .  - 
1 

/ * 
5 There i s  no doubt t h a t  t h e  manufac turers  gAeat ly overes t imated  

excess-demand a t  home. 50 Given t h a t  t h e  second b a n d  p r i c e  of a 
/ -. 
/ 

n e a r l y  new c a r  w a s  sometimes double i t s .  lisz d c e ,  t h e  MTA's 

/-- system of d i s t r i b u t i o n  encouraged vaguely hoped t o  

be a b l e  t o  pay f o r  a new c a r  t o  pu t  on $he w a i t i n g  l i s t .  
\ 

No deposi t ,was r e q u i r e d  when a c a r  There fo re ,  i f  

i one ' s i t u r n  came up and- the-  c a r  was' not  wantkg, e i t h e r  i t  could be 

r e f u s e d ,  o r  i t  could bk b r i e f l y  h e l d  and t h e n  s o l d  f o r  a  cons ider -  

a b l e  p r o f i t .  I n  a d d i t i d n ,  people  could p u t  t h e i r  name on more 

t h a n  one maker 's  l i s t .  Looking back, it i s  a p p a r e n t  t h a t  t h e  w a i t -  

i n g  l i s t  w a s  a poqP i n d i c a t o r  of  t h e  e x t e n t ' o f  excess-demand. 

N e v e r t h e l e s s ,  manufac turers  used t h e  w a i t i n g  l i s t  as evidence 
- 

t h a t  a hbge pent-up demand f o r  carFpExis t@d i n T ~ i t a i $ 7 ~ m  

t i m e  t h i s  seemed reasonab le .  New c a r  s a l e s  i n  B r i t a i n ' h a d  been 

h e a v i l y  c u r t a i l e d  s i n c e  -1938 s o  t h a t  t h e  e x i s t i n g  stock of c a r s  

had a h igh  average age.  Consequently,  it  w a s  r e a s o n a b l e  t o  b e l i e v e  
1 



they needed replacement .  51 

I 
Usual ly  p e t r o l  r a t i o n i n g  w i l l  cause a I d e c r e a s e  I i n ,  c a r  demand. 

Between 1945 and 195; i t  i s  l i k e l y  t h a t  excess-dLmand f o r  c a r s  
i 

would have been g r e a t e r  i f  adequate  s u p p l i e s  o f  e t r o l /  had been 
", 

a&lab l& - 

Gqnduct: The p z t  war s e l l e r s  market i n  B r i t a i n  removed 

\ much o f  t h e  i n c e n t i v e  f o r  manufac turers  t o  b e  e f f i c ' i e n t  . There 

was l i t t l e  p r e s s u r e  t o  r a t i o n a l i s e  s a l e s  networks o r  provide  

s u p k r i o r  p a r t s  and s e r v i c e . 5 2  p r i c e s  were s e t  a t  l e v e l s  which 

were n o t  s o  h igh  as t o  = e n e r a t e  .government i n t e r f e r e n c e  on t h e  

grounds o f  p r o f i t e e r i n g .  -  hen; m a n g a c t u r e r s  . s o l d  c a r s  t o  a p u b l i c  

g r a t e f u l  f o r  a n y t h i n g  Lt could  g e t .  ' A s  a r e s u l t ,  t h e r e  was l i t t l e  
4' 

emphasis on q u a l i t y .  
'Z 

P e t r o l  r a t i o n i n g  pol icy.  a f f e c t e d  des igns .  A l l  c a r s  r ece ived  

p e t r o l  f o r  a g5ven mi leage .  'I6e purpose o f  t h i s  w a s  t o  encourage 
d 

t h e  acceptance  of l a r g e r  c a r s  i n  t h e  home market .  The gbvernment 
a 

f e l t  B r i t a i n  should  produce l a r g e r  American s i z e d  c a r s  i n  o rde r  
\ 

t o  be  compe t i t ive  i n  expor t  markets.  Cons,equently, the oppor tun i ty  53 

g iven  by p e t r o l  r a t i o n i n g  t o  encourage smal l - economica l  c a r s  was' 
-. 

foregone .  None o f  t h e  s m a l l  p o s t  w a r  B r i t i s h  de-signs were as 
- - - -- -. . 

- - --- - - - - - 

economical as t h e  s m a l l e s t  Fren2ch and German c a r s .  A t  the same 
- - -- - - - - - 

kr 

t ime,  t h e  f a i l u r e  of  o t h e r  government p ~ l i ~ i e p . r  i b -  'ef f e c t  r a t i o n a l -  " 

P . / 
/ 

i s a t i o n  and c o s t  e f f i c i e n b i e s  i n  t h e  motbr i n d ~ a i r f i ~ ~  .meant that 
-- - - f  * l i  - - -  

" * -  - --- 
/ 

t h e  l a r g e r  B r i t i s h  cars were cons iderably  more expens ive  t h a n  
i ,  

. .  

sPmilar America d e s i g n s .  , S 



I 

Performance: D i s t r i b u t i o n  p o l i c y  f r u s t r a t e d  b o t h  t e c h n i c a l  

and s t r u c t u r a l  e f f i c i e n c y .  It o f f e r e d '  l i $ t l e  i n c e n t i v e - t o  t h e  
d x  

r a t i o n a l i s a t i o n  of  p r o d u c t i o n  methods, - the  l o  e r i n g  o f  c o s t s  o r  a; 
I 

t h e  improvement of q u a l i t y .  It d i d  no t  seem t d  h o l d  up i n d u s t r y  
I i 

progkess .  Whi l s t  t h e  n a t u r x  d f  desig& was a f f e c t e d ,  m a n u f a c t u r e r s  - 
Z 

knew compe t i t i on  would 'soon r e t u r n .  Thus, t h e y  went ahead  w i t h  

new d e s i g n s .  55 ~xcess -demand  had b e n e f i c i a l  e f f e c t s  on employ- 

ment. It meant t h e r e  was s t e a d y  employment y e a r  round ,  s i n c e  t h e  

u s u a l  s e a s o n a l  f a c t o r  i n  home demand f o r  c a r s  was e l i m i n a t e d .  c 

TAXATIOM~POLICY - - 
La 

e 
I n  March 194-4 t h e  S o c i e t y  of  Motor Manqfac tu re r s  and T r a d e r s  

s u b m i t t e d  d r e p o r t  e n t i t l e d  " P o s t w a r - ~ e c o n s t r u c t i o n s ~ ~  t o  t h e  

Board. of  Trade. I n  t h i s  r e p o r t  t& s.M.M.T. a s k e d  f o r  f o u r  t h i n g s .  

F i r s t l y ,  adequa te  p r o t e c t i o n  from c o m p e t i t i v e  i m p o r t s .  Secondly,  . 
,-. 

,e l - iminat ion.  of upnecessa ry  t r a f f i c  r e g u l a t i o n s .  T h i r d l y ,  e s t a b -  
I - -- -. , 

l i s h m e n t  of a n a t i o n a l  t r a n s p 0 r t ' a n . d  na t%ona l  r o a d  c o n s t r u c t i o n  
# .  a. - 

3 

, .p'&kramme. ~ o u r t h l y  , subpobt  f o r  .the i n d u s t r y  s gxpor t  a c t i v i t i e s ,  . 
l i r  - - -  5 

, .  41fboths-by. u s i n g  t h e  c p u n t r y l s  purchising power t o  t h e  f u l l  a 
. * .  

:. bargaining fac ( to r  i n  d b t a i n i n g  t h e  n e c e s i a r y  f a c i l i t i e s  from I 
f' 

G i t n s h '  and f ; re ign  cpun t  & _  pies, and .bi' encouraging  t h e  maximum - 
- - -  - , - - -- -- - - A - - - t -  

d .  u s e  of  motor v e h i c l e s  i n  t h e  domestir! marke t .  ,157. 
- - ---- 

s i n c k  1920 t h e  B r i t i s h  karke t .  had been p r o t e c t e d  sy the  

58 The * , 33. 1/3% McKenna , d u t i e s  and t h e  R.A.  C.. horsepower t a x .  
- + - -, - - - - - - - --- -- 

a 

~ ' h o r s e ~ o w e c  t a x  had encouraged  t h e  d e s i g n  o f  long o k e  e n g i n e s  ' 

0 \ - - ' 

u n s u i t a b l e .  f o r  h i g h  speed  l o n g  d i s t a n c e  t r a v e l  commgn o v e r s e a s .  I 



It a l s o  had meant t h a t -  s h o r t e k  s t r o k e  

i n  B r i t a i n  i n  rebat i .on  to- t h e i r  power 
-7 

. . < .  

l a r  domesZi-c c a r s .  If B r i t i s h  "kxpbrt 
- 3. 

ce,Ssfbl a f t ' e r  t h e  war., r e f &  -of  t h e  c a r  t a k a t i &  system was 

* .+ . . 
h p o r t e d  c a r s  w e p e  pve r t axea  

e , 1 

o f i p u t  ,- .as compared t ~ o  _ s i m i -  
. . k -  - 

a c t i y i t i e s  were t o  b e  , sac-  . 

> 

* .  
' -  

.I,~ a 

e s s e n t i a l .  a .. 
P- . ?. . . , .- ;.- . - ~ - z ~  - - - -- , -.L-- . . - - 5 - 1 . -  ~ - - ---u-LL-.- - -- 

U 
.I ' 

A c o n f l i c t  deve loped  .Ia.bou.tu*tke *'nature of  t a x  reform between -. 
n . 3 2  , - h  -< 

t h e  Standing  ~ o i n t .  ., committee . d f  t h e  ' ~ o ~ a l -  ~ u t o m o b i l e  c l u b  ] ' ' .. 
1 ' 

and t h e  Autoioobiie~ ~ s s o c l a t i o n ~  tM3 ,.and the: mot o r  t r a n s p o r t  dndystry-.J . 

The RAC and:AA ~ e r > e - ~ k o n c e r n e d  about  &quity and 6 i s i n g  c a r  ownership - 
- .  , 

r , - , 0 *  

c o s t s  a f t e r P t h &  w a r .  They wanted t h e  ' h r d e n  of any new t a x  $p laced  
. . . - .. 

on c a r .  usage.  There fb re  , they  recommended t h a t  t h e  governme'nt a 

% 

i n c r e a s e  f u e l  taxes and a b o l l s h  l i c e n c e  f e e s .  The m o % o r b i n d u s t r y .  
s7 

5 -  - 
-5 

claimed such t a x  changes wouldJncrease t r a n s p b r t  c o s t s .  - I n T f r u S r  
- - 

- 

P t r a t i o n  over  t - h i s  d i f f e r e n c e  o f  opin ion  i n  t h e  motor i n d u s t r y ,  r ,  

- 
t h e  gove-rnment dec ided  t o  t a x  q n g i n e  chbic  c a p a c i t y .  j 9  Ahe- 

L ' ,  '3 . - 1 
government s yiewpoint  was by - S i r  ~ t a f  f o r d  W i p p s ,  P r e s i -  

1 * .  '.,< . . dent  of oT Trade. . - 
-= 

, , c ' - 
"It would h e l p  t h e  government more i f  you could a l l  speak  - . 

* 9 d. 

w i t h  one v o i c e .  The h o r s e  powei. t a x  r a t i n g  has been a l t e r e d  
" .  

> 

i n  t h e  d i r e c t i o n  which we b e l i e v e  t h e  m a j o r i t y  o f  t h e  motor 
i 

- -  - - - -- 

i n d u s t r y  &esired,  but w e  not  know whether  you t h i n k  , - 

l e f t  a d j u s t a b l e  d u r i n g  t h e  d i s c u i s i o n  or t h e  Tax B i l l  if - / ' 
'u 

, " ,----- 

- bat only i f  - a strong7 a m  -becibed;prefe~3nGi~ihown- by 
i 

. 
, t h e  ind i i s t ry  t o  assist i n  I t s  expbrt ,  po' l icy -- i f , .  t h a t  i s  - 



+- - 
> 

i pay a n  e n g i n e  c a p a c i t y  -$$&qf o n e  pound p e r  hundred c u b i c  c e n t i -  

6 1  
L - .- 2-- 

m e t r e s ,  w i t h  a m i n i m h  of  s e v e n  pounds and t e n  s h i l l i n g s ' .  T h i s  

t a x  would s t i l l  be p r o t e c t i v e ,  p a r t i c u l a r l y  a g a i n s t  a n t i c i p a t e d  . 

+ i 
l a r g e  cheap American i m p o r t s ,  b& gavg4nore freedom t o  eng ine  

- - - - - - - - - - - 

. d e s i g n .  

. By 1947' i t  was appare-nt  t h a t  t h e r k  w a s  worldwide exc+ess-demand 
r ,  + 

for cars. The t h r e a t  o f - k m e r i c a n  i m p o r t s  t o  B r i t a i n -  dis&pear'ecI. 6 2  
I c- 

Fur thermore ,  t h e  c o s t s  o f  c a r  oqiership r e l q i v e  t o  a v e W g e  i n -  
-g - * 4 

comes had i n c r e a s e d .  63 Consequently, ,  - t h e  motor  i n d u s t r y  s u p p o r t e d  

a move by t h e  RAC .and A A  t o  have  t a x a t i o n  p o l i c y  changed once more. 64 

I n  t une  1947 ,  n e g o t i a t i o n s  between t h e  motor  i n d u s t r y  a n d  t h e  
" 

government,  t h rough  t h e  N a t i o n a l  ~ d v i s o r y  Committee,  p roved  e f f e c -  
i 

- - - 

t i v e .  Less  t h a n  s i x  months a f t e r  t h e  i n t r o d u c t i o n  o f  t h e  c u b i c  
$#. - 

c a p a c i t y  t a x ,  t h e  C h a n c e l l o r  of th&zkchequer  announced a new 
f , -  ,"+ - 

s cherne . 65  A l l  c a r s  f e g i s t e r e d  g f t e r  Janua ry  1947. would pay a . - 

f l a t  r a t e  l i c e n c e  d u t y  o f  t e n  pounds p e r  annum. 
I 

P r i o r  t o  t h e  change a l l  b u t  t h e  smallestt c a r s  had  paid  o v e r  

t e n  pounds i n  l i c e n e e ? f e e s .  To o f @ e t  revenue  l o s s e s  the Chancp l lo r  
c1 - g- * 

c o n s i d e r e d  i n c r e a s i n &  b e t r o l  %axe&@@ :def!!ided a g a i n s t  i t .  He 
4-.A-2 1 - ". *ggf*--. / 

- 7 - - - - - -- - - - -- - -- 6 
r 

f e l t  such  an i n c r e a s e  would' 

u s e r s .  ~ d d X i o 6 6  

nerciaZ u s e r s  wou 
7 

- - 

- 
). 



s t e a d ,  he decided t h a t  t h e  o l d  horsepower t a x  system would con- 

..+ t i n u e  t o  apply t o  o l d e r  c a r s  f i r s t  r e g i s t e r e d  be fo re  1947. ; Also, 

t h e  purchase t a x  on t h e  m i n o r i t y  of  new c a r s  wi th  a base  p r i c e  

of over  one thousand pounds was -doubled t o  66 2/3%. 
. a 

Basic  c o n d i t i o n s :  Both t h e  p o s t  war l i c e n c e  f e e  systems 

were i\troduced by the government ip$esponse to the w i s ~ &  -. 
q % J  1 

i n d u s t r y .  Both systemgG5'ought t o  a f f e c t  t h e  n a t u r e  of 

demand f o  c a r s .  The cub ic  c a p a c i t y  t a x  was i n t e n d e d  t o  make i - B r i t i s h  c a r s  more a c c e p t a b l e  i n  overseas  markets  wi thout  opening 

up t h e  B r i t i s h  market t o  t h e  Americans. The f l a t  r a t e  l i c e n c e  

system sought t o  modify B r i t i s h  demand towards l a r g e r  c a r s .  A t  

t h e  t ime i t  w a s  b e l i e v e d  l a r g e r  c a r s  .would s e l l  more e a s i l y  over- 

s e a s .  Therefore,  government t a x a t i o n  p o l i c y  a f t e r  t h e  w a r  sought 

t o  persuade t h e  B r i t i s h  motor i n d u s t r y  t o  emulate t h e  expor t  
-. 

success  of l a r g e  American des igns .  

S t r u c t u r e :  One aim of t h e  t a x a t i o n  reform was t o  encourage 

motor i n d u s t r y  r a t i o n a l i s a t i o n .  Both t a x  systems i n t r o d u c e d  

a f t e r  t h e  war provided  an  i n c e n t i v e  t o  t h e  manufac turers  t o  reduce  

t h e i r  model range .  A s  a r e s u l t  economies of  s c a l e  might be ex- 

p l o i t e d  and c o s t s  lowered, p a r t i c u l a r l y  by t h e  l a r g e r  f i r m s .  How- 
* 

e v e r ,  between 1945 and 1953 t h e  ' e f fec t  o f  t a x a t i o n  p o l i c y  on s t r u c -  
- - - -  - - - - - - - - - - - -- 

t u r e  w a s  l i m i t e d .  Taxat ion  changes were a necessary  but  n o t  s u f -  
+ 

f i c i e n t  c o n d i t i o n  f o r  t h e  r a t i o n a l i s a t i o n  of  i n d u s t r y  s t r u c t u r e .  

"-3 The changes i n  t a x a t i o n  took p l a c e  i n  the'racuum c r e a t e d  by t h e  
.li 

- -- - -- ---- 
government's expor t  p o l i c i e s .  A s  a l l  f i rms  made adequate  p r o f i t s  ' 



. 
t h e r e  was l i t t l e  i n c e n t i v e  f o r  f i r m s  t o  g i v e  way t o  merger and 

takeover  movements. 6 6  Consequently,  t a x a t i o n  reform had l i t t l e  . . 

e f f e c t  on . s t r u c t u r e .  
x 

Conduct; The  cub ic  c a p a c i t y  t a x  system meant t h e  motor manu- 

f a c t u r e r s  c o n t i n ~ i e d  t o  be " t ax  eng inee r s" ,  S t i l l ,  i t  i n i t i a l l y  

the S . N . R .  T. Beeause it a f f o r d e d  d e s i r e d  protection for 
b 67 t h e  motor i n d u s t r y .  The Times was l e s s  sanguine .  It f e l t  me 

6 8  t a x  was u n l i k e l y  t o  h e l p  e x p o r t s .  The Economist f e l t  t h e  t a x  

gave way t o  ' s p e c i a l  i n t e r e s t s f .  B a s i c a l l y ,  t h e  c u b i c  c a p a c i t y  

t a x  would have cont inued t o  r e s t r i c t  des igns  and have handi- 

capped t h e  motor i n d u s t r y ' s  a b i l i t y  t o  c o n t r i b u t e  t o  t h e  ba lance  

of payments. 

The f l a t  r a t e  t a x  removed r e s t r i c t i o n s  on c a r  d e s i g n .  It 

encouraged t h e  development o f  more e f f i c i e n t - e n g i n e s .  Po ten t i a l ly /  

i t  f a c i l i t a t e d  s t a n d a r d i s a t i o n  and t h e  r e d u c t i o n  o f  c o s t s .  It 

also encouraged B r i t i s h  manufac turers  t o  des ign  l a r g e r  c a r s  and 

p l a c e  l e s s  emphasis on economy models. Before t h e  w a r ,  B r i t i s h  

manufac turers  had been a t  t h e  f o r e f r o n t  of small c a r  des ign .  69 
'r 

Performance: t h e  Economist noted  t h a t  motor taxa-  

t i o n  had n o t  been s u c c e s s f u l  i n  t h e  p a s t  as a  means t o  modify 

i n d u s t r y  s t r u c t u r e .  They commented, 
- - -- -- 

"If t h e  government would waste  a  l i t t l e  l e s s  energy on ~ h a n g -  
-- - -- - -- - - -- 

i n g  t h e  ownership of  i n d u s t r y  and be a b i t  more f o r t h r i g h t  
Jt 

i n  a s s e r t i n g  t h e  n a t l o n a l  i n t e r e s t  i n  t h e  p o l i t i c s  pursued 
-- 

by i n d u s t r y ,  t h e y  would b e t t e r  deserve  t h e  name S o c i a l i s t s *  I, 7 0  



- - 
Post war t a x a t i o n  p o l i c i e s  had l i m i t e d  e f f e c t s  Don performance. 

W h i l s t  t h e r e  was some i n f l u e n c e  on d e s i g n s ,  hoped f o r  improve- 
tc 

ments i n  e f f i c i e n c y  were n o t  a c h i e v e d .  Too many f i r m s  cont inued 

t o  produce t o o  many models and economies o f  s c a l e  were n o t  ex- ., 

p l o i t e d .  71 
I 

With r e f e r e n c e  t o  t h e  ba lance  of payments i t  i s  d o u b t f u l  

whether t h e  1947 changes t o  a f l a t  r a t e  t a x  had a s i g n i f i c a n t  

e f f e c t .  The new l a r g e r  des igns  of t h e  l a t e  f o r t i e s  were r e c e i v e d  

no more e n t h u s i a s t i c a l l y  overseas  than  t h e i r  p r e d e c e s s o r s .  B r i t i s h  

c a r s  cont inued t o  s e l l  w e l l  only  where t h e r e  w a s  ex<cess-demand. 

Indeed, i n  t h e  e a r l y  f i f t i e s  e x p o r t s  may have s u f f e r e d .  The f l a t  

r a t e  l i c e n c e ,  i n  c o n j u n c t i o n  wi th  t h e  f i x e d  mileage p e t r o l  r a t i o n ,  

had d iscouraged s m a l l  c a r  des ign .  B r i t a i n ' s  s m a l l e s t  c a r s  were .  

cons iderably  h e a v i e r ,  more expens ive ,  and l e s s  economical than  t h e  

s m a l l e s t  French and German c a r s .  7 2  I n  Europe t h e  s m a l l e s t  c a r s  
= 

had found a r a p i d l y  growing market .  The l a r g e r  B r i t i s h  c a r s  could 

not  compete. 

With r e f e r e n c e  t o  t h e  e q u i t y  g o a l  it would appear  t h a t  t h e  
. . 

a p p l i c a t i o n  of  t h e  f l a t  r a t e  t a x  system w a s  i n e q u i t o u s .  The owners - 

of o l d e r  c a r s  were t axed  under t h e  o l d  RAC method and p a i d  h i g h e r  

t a x e s .  The lower f l a t  ra te  s y s t e m  a p p l i e d  t o  newer- xws, - -- oRlrji 
e l l o r  o f  t h e  F x c k q w r  

f e l t  t h e  implementat ion of t h e  t a x  c  was r e g r e s s i v e .  73 u n t i l  

- \ t h e  f i f t i e s  any motor c a r  w a s  regarded as a luxury  of t h e m i d d l e  
R 

c l a s s .  A t  t h a t  t ime t h e r e f o r e ,  almost a l l  c a r  t a x e s  were p a i d  by 



upper income groups .  

ROADS POLICY 1945-53 

A s  w e l l  as l i c e n c e  f e e s ,  p e t r o l  r a t i o n s ,  purchase  t a x e s ,  

p e t r o l  t a x e s  and covenants  t h e  roads  themselves a f f e c t  a 

coun t ry t  s motor i n d u s t r y .  They a r e  thought  t o  a f f e c t  motor 
- - -  

i n d u s t r y  performance i n  two important  ways. The first r e l a c e s  

t o  t h e  q u e s t i o n  o f  a s a t u r a t i o n ' p o i n t  f o r  motor c a r  demand. TheG 

second r e l a t e s  t o  the n a t u r e  of =&or ear design. 

The idea of a s a t u r a t i o n  p o i n t  has  been popu la r  f o r  a long 

t ime.  By t h i s  argument, t h e ' t o t a l  demand f o r  c a r s  i s  e v e n t u a l l y  

a f u n c t i o n  of t h e  road  network. A t  some p o i n t  conges t ion  on t h e  

roads w i l l  become s o  bad t h a t  a c o n s t r a i n t  i s  p u t  on f u r t h e r  motor 

car ownership.  The c o s t s  of conges t ion  outweigh t h e  b e n e f i t s ,  

f o r  a s p i r i n g  m o t o r i s t s ,  o f  ca r -ownersh ip .  Although t h i s  argument 

was t o  be  r a i s e d  aga in  i n  t h e  late f i f t i e s ,  between 1945 and 1953, 

t h e  government ,by a r t i f i c i a l l y  keeping down the number of c a r s  on 

t h e  road  and t h e  number of m i l e s  they were d r i v e n ,  o b v i a t e d  t h e  

l i k e l i h o o d  of a s a t u r a t i o n  p o i n t  i n  demand e v e r  a p p e a r i n g  even a 

p o s s i b i l i t y .  t 
t 

3 
The second concept, the r e l a t i o n s h i p  between the n a t u r e  of 3 

3 

- -- 

the roads and c a r  des ign ,  was highly r e l e v a n t  between 1945 and 

1953+ D-iffew& m a d  r f k  

conq l i r a t e  a d i r e c t  comparison between B r i t i s h  roa'ds and those of 

other countries in t h e  post w a r  gears. However, Uni t ed  stat&- 

roads were e x c e l l e n t  because t h e  l a w  d i c t a t e d  t h a t  road  expendi- 
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t u f e s  i n c r e a s e d  p r o p o r t i o n a t e l y  wi th  motor t a x  revenues.  I n  Ger- 

many, H i t l e r  had b u i l t  t h e  famous autobahns.  I n  France ,  d a t i n g  

from Napoleonic t i m e s ,  t h e r e  was a  n a t i o n a l  main t r u n k  system, 
a - 
- 

w i t h  long s t r a i g h t  roads  r e l a t i v e l y  f r e e  of  o b s t a c l e s .  I n  B r i t a i n ,  * -  
'$ 

. i 
t h e  roads  tended t o  fo l low t h e  r i g h t s  o f  way determined by medieval -c 

i n s t i t u t i o n s .  
4 

There was no doubt t h a t  B r i t a i n ' s  roads  had been neg lec ted  
'1 

when' compared wi th  6er motor manufac tur ing  compe t i to r s :  
- 2 

"For f i f t y  y e a r s  motor ing  has been over taxed.  Motor c a r s  -- 

have been t r e a t e d  as i f  t h e y  were v i s i - b l e  symbols o f  t h e  

s e l f i s h n e s s  of  a r r o g a n t  wea l th .  This  a t t i t u d e  l a r g e l y  

e x p l a i n s  t h e  wasted y e a r s  between t h e  wars when t h e  develop- 

ment of t h e  motor i n q u s t r y  and of t h e  roads  w a s  s t ra r fg led  - 
by t a x a t i o n .  - -H ,  i n s t e a d ,  automobile develop e n t  had been P 
encouraged, some m i l l i o n s  of man y e a r s  wasted i n  unemploy- f . rr 

+ 
d meat might have been used t o  good account  and by 1939  t h i s  I .  
9 
f 

count ry  would have been equipped wi th  a g r e a t e r  eng inee r ihg  n ; 
C 

i n d u s t r y ,  a f i n e  road  system, a s t ~ o n g e r  ba lance  of payments 

and a  s i g n i f i c a n t l y  h i g h e r  s t a n d a r d  of l i v i n g .  1174 & 
Pre-war road expend i tu res  had been' n iggard ly  i n  comparison 

' i  * 
t o  revenues.  Pos t  w a r  - governments cont inued t h e  -- t r end .75  - I n  - 

- - 4- . . 

Nay 1 9 4 6  t h e  Labour govern#ent announced a new road  programme 
-- - -- 

aimed a t  promoting road  sa fe&~,  i n c r e a s i n g  a g r i c ~ l t u r a l  e f f i c i e n c y ,  

iinproving i n d u s t r i a l  and urban development and reduc*g road  con- 
3 - - - - - - - - - - - - -- - 

g e s t i o n .  76 However, b e f o r e  t h e  programme was even begun, ba lance  
d 



* I 

of  payments d i f f i c u l t i e s  caused  a r e d u b t i o n -  i n  gov expendi-  

1 

t u r e s .  The r o a d s  were an  obvious  c a n d i d a t e  f o r  postponement .  

From 1948 t o  1953 r o a d s  p o l i c y  was one of p a t c h  and  .mend1. Even 
4 
S 

coinpared t o  pre-war l e v e l s  r o a d s  expend i tu re s .  were . low.  Be tween  
F- 

1948 and 1953 on ly  y - s ix  p e r  c e n t  of t h e  amounts s p e n t  be- 
* 

twezn 1936 and 1938 made on minor  improvwe$s and maintenance, 

and on ly  twenty-one p e r  c e n t  o f  t h e  amount on major  improvements . 

and new c o n s t r u c t i o n .  

B a s i c  c o n d i t i o n s :  The n e g l e c t  o f  t h e  r o a d  s y s t e m - h a d  an  

i m p o r t a n t  impact  on B r i t i s h  c a r  demand. To u n d e r s t a n d  t h i s  i t  i s  

h e l p f u l  t o  imagine the  s t a t e  o f  t h e  main A - 1  r o a d  from London t o  

t h e  n o r t h  and S c o t l a n d  i n  t h e  p o s t  war y e a r s .  F i r s t l y ,  t h e  A - 1  

bypassed f e w  o f  t h e  major  c o n n u r b a t i o n s  14 i t s  p a t h .  Thus, t h e  
- a 

main s t r e e t  o f  Newcastle, t h e  s e v e n t h  i a r g e s t  c i t y  i n  B r i t a i n ,  

was a l s o  p a r t  of t h e  A - 2 .  Through t r a f f i x c  cou ld  n o t  avo id*  t h e  - 
busy c i t y  c e n t r e .  Secondly ,  q i x t y - s i x  p e r  c e n t  o f  t h i s  r o a d  con- 

/' 
f 

s i s t e d  o f  a s i n g l e  l a n e  w i t h l \ p o  s h o u l d e r  i n  each  d i r e c t i o n .  

F i n a l l y  ,*&I1 commercial 
'd 

v e h i c l e s  over) t h r e e ,  tqnS i n  weight  were 
- - 4  * 

l i m i t e d ' t o  a maximum speed  o f  twenty  m i l e s  p ' v o u r .  B r i t i s h  7 -%x 
r o a d s  were s low and conges t ed .  Cars s u i t a b l e  f o r  t h e s e  c o n d i t l o n s  

ones  which would t r u n d l e  a l o n g  - - e a s i l y  --- i n  t o p  gea.r~-at t w e n t y  

m i l e s  p e r  hour  w i t h  s u f f i c i e n t  e n g i n e  t o r q u e  t o  a c c e l e r a t e  t o  
- 

f o r t y  o r  f i f t y . m i l e s  a n  h o u r  when t h e  o p p o r t u n i t y  t o  p a s s  s low 

t r a f f i + c  aroaez Demand f o r  such  c a r s  was i n c o m p a t i b l e  w i t h  much 
4 *' - 

o v e r s e a s  demand. - 



The poor road  system had f u r t h e r  n e g a t i v e  e f f e c t s  on over- - 
. - 

s e a s  demand. The a n t i q u a t e d  r o a d s  of ~ r i t a i n '  were a poor t e s t i n g  

ground f o r  models which might have been compe t i t ive0abroad .  A s  

a  consequence, B r i t i s h  manufac turers  were handicappec) i n  ob ta in -  
J .  

i n g  f e e d  back on weaknesses i n  t h e i r  models whiih needed remedy, 
4 - - 

weaknesses which d i d  not  show up. i n  t h e  unusual  B r i t i s h  con'di- 

t i o n s .  It ,is a rguab le  t h a t  t h e  poor r e p u t a t i o n  ga ined  by B r i t i s h  

c a r s  abroad was p a r t l y  a r e s u l t  o f  t h e  f a i l u r e  f o r  d e f e c t s  t o  

appear  on models s o l d  a t  home. Therefore ,  a  l o n g e r  t ime l a g  took 

p l a c e  be fo re  in fo rmat ion  aboutp problems was r e l a y e d  t o  t h e  B r i t i s h  

manufa6turers  f o r  r emedia l  a c t i o n ,  as compared t o  h e r  c o n t i n e n t a l  

compe t i to r s .  I n  t h e  meantime, t h e ' r e p u t a t i o n  of B r i t i s h  c a r s  

d e c l i n e d  and overseas  demand decreased .  

S t r u c t u r e :  No c l e a r  e f f e c t .  

Conduct: Poor B r i t i s h  roads  a f f e c t e d  product  s t r a t e g y  and 

r e s e a r c h  and innovat  i o n .  Designs were c r e a t e d  which were s u i t -  

a b l e  mainly f o r  B r i t i s h  c o n d i t i o n s .  Research was d i r e c t e d  towards 

t h e  problems c r e a t e d  by B r i t i s h  roads .  77 

Performance: Inadequate  des igns  f o r  o v e r s e a s  meant e x p o r t s  

were lower than  would o t h e r w i s e  have bee he case .  Thus, i n ?  

adequate  roads  ha& negatf ve effects on t h e  b&anee-og payments. 

r e s t r i c t i o n s  on home demand, t h e  goor  road  system can be s e e n  asf 

~ e t a r d i n g  progress. P w  roads also s l e d  progress In t h e  -in-- 

d u s t r y  by r e t a r d i n g  t h e  development o f  t h e  technology a p p r o p r i a t e  



t o  models s u i t a b l e  f o r  a modern road  system.  

LABOUR RELATIONS POLICY, 1945,-53 
2 ,  

I n  t h e  p o s t  w a r  y e a r s  government l a b o u r  p o l i c y  w i t h  r e f e r -  

ence t o  t h e  motor i n d u s t r y  was mainly one o f  s e t t i n g  t h e  ground 

r u l e s .  Unless  t h e  i n d u s t r i a l  democra t i c  p r o c e s s  b roke  down t h e  . . - 
- - 

government d i d  n o t  g e t  i n v o l v e d  i n  day t o  day problems.  F o r  

example, i n  1947 most o f  t h e  motor i n d u s t r y  moved t o  a f i v e  day 

week from a f i v e  and a h a l f  day week. A t  t h e  *same t i m e  t h e  T r a d e s  

Union Congress ( T U C )  moved t h a t  a f o r t y  hour  week s h o u l d  be  i n t r o -  

duced i n  t h e  i n d u s t r y .  Asked f o r  a c t i o n  on t h i s ,  t h e  government 

r e p l i e d  t h a t  i t  was a m a t t e r  f o r  n e g o t i a t i o n s ,  n o t  l e g i s l a t i o n .  7 8  

N e v e r t h e l e s s ,  government l a b o u r  p o l i c y  d i d  i n f l u e n c e  t h e  i n -  

d u s t r y .  F i r s t l y ,  t h e  wartime l e g i s l a t i o n  which a l lowed  t r a d e  

C unions  i n  t h e  motor  p a n t s  changed t h e  ground r u l e s  c o n s i d e r a b l y .  

Secondly,  when l a b o u r  r e l a t i o n s  broke  down t h e  government s e t  up 

Cour t s  o f  I n q u i r y :  These examined problems,  made recommendations; 

and s e t  p r e c e d e n t s .  

Whi l s t  t h e r e  were a number o f  s t r i k e s  between 1945 and 1953, 79 

t h e r e  was on ly  one o c c a s i o n  on which a c o u r t  o f  I n q u i r y  was e s t a b -  
0 

l i s h e d .  The q u e s t i o n  i n v o l v e d  i n  t h e  lMcHughV s t r i k e  w a s  whether  

Aus t in  had v i c t i m i s e d  a shop s t eward  c a l l e d  McHugh. McHugli w a s  - 

one o f  a number o f  wo F k e X  de clar ed r e d i i n ~ ~ . - - 3 e e t ~ p ~ k ~  

M i n i s t e r  o f  Labour, t h e  Court  concluded t h a t  McHughls dismissal, 

"...was n e i t h e r  s e l e c t i v e  n o r  irregular i n  fom a& 

be a t t r i b u t e d  t o  v i c t i m i s a t i o n  on account  of ... trade union  



a c t i v i t i e s .  Furthermore,  ( t h e  S t r i k e )  was n o t  based w o n  

an; r e a l  m i e v a n c e  as t o  (McHuahls) d i s m i s s a l  o r  t h e  form 

which i t  had t a k e n .  bit was d*esiened by ( t h e  Area Organiser  
ii 

of t h e  Na t iona l  Union o f  Vehic le  B u i l d e r s )  t o  s e c u r e  t h e  

' p r i n c i p l e . o f  p r e f e r e n t i a l  t rea tment  f o r  shop s tewards . .  . 11 80 
'? 

The Court of I n q u i r y  r u l e d  t h e  shop s tewards  s h o u ~ b  noCpgEt p F F  
> 

f e r e n t i a l  t r e a t m e n t .  

Basic c o n d i t i o n s :  Before  t h e  was t h e  motor i n d u s t r y  had a . - 

- reputa t ion  f o r  ' h i r e  and' f i r e t  p r a c t i c e s .  During t h e  w a r ,  t r a d e  - 

i 

unions had been i n t r o d u c e d  i n t o  a l l  p r e v i 6 u s l y  non-union f a c t o r i e s ,  

ometimes uuder  d u r e s s .  This  a f f e c t e d  b a s i c  c o n d i t i o n s .  Tfie 
a 

wartime l e g i s l a t i o n  had encouraged t h e  motor f i r m s  t o  a l low many 

d i f f e r e n t  unions i n t o  t h e  f a c t o r i e s .  This  meant t h a t  t o  co- \ i  
i: o r d i n a t e ' t h e  a c t i v i t i e s  o f  workers from d i f f e r e n t  unions a t  t h e  

t 

s h o p f l o o r  l e v e l ,  t h e  ,shop s tewards  had t o  p l a y  an  impor tant  r o l e .  
b 

+ 

The f a c t  t h a t  i n  some c a s e s  .unions had been f o r c i b l y  in t roduced  

c r e a t e d  scope f o r  management-labour antagonism. Tne f a c t  t h a t  
-? 

- 
shop s tewards ,  r a t h e r  t h a n  l o c a l  u n i o n ' o f f i c & a l s ,  r e a l l y  r ep re -  

s e n t e d  t h e  s h o p f l o o r  created_gcope f o r  shop steward-union o f f i c i a l  

j e a l o u s i e s  and antagonism. I n  an i n d u s t r y  p a r t i c u l a r l y  vulner -  

a b l e  t o  s e a s o n a l  and  c y c l i c a l  demand, such  a labour-  r e l a t i o n s  - -- 

4 

system was l i k e l y  t o  be u n s a t i s f a c t o r y .  

S t r u c t u r e ;  A s .  e a r l y  as 1947, a t  t h e  Morris  Motors Annual 

General  Meeting, S i r  Mi les  Thomas, t h e  managing d i r e c t o r ,  r_e_port& 

t h a t  "ext ravagant  expans ionsn  had been c a n c e l l e d  because o f  l abour  



which would a l s o  have 

r, o t h e r  f a c t o r s  were i n  evide.nce i n *  1 9 4 7 -  * .. -' 
, - 

discouraged expansion. 81 1t i s  p o s s f b l e  . . - -  , 

t h a t  l abour  r e l a t i o n s  were simply a conlienient I j u s t ' i f i c a t i o n  f o r  
' 

t h e  c a n c e l l a t i o n s . .  . . 

More c l e a r l y ,  t h e  poor  l abour  r e l a t i o n s  system had a n e g a t i v e  -.'. - 
- - -- - 

, , e f f e c t  on t h e  c o s t  s k r u c t u r e  of  t h e  indus t ry ,  D i s t r u s t  and i n -  
, . 

s e c u r i t y  meant t h a t  . l abour  r e l a t i o n s  i n  t h e  motor i n d u s t r y  be: 

came 
/ 

e h a r a c t e r i s e d  by a r i g i d .  adherence t o  demarca t ion  and a re+- 
d .. 

l l ic tance t o  p e r m i t  t h e  i n t r o d u c t i o n  of new technology and  l abour -  

sav ing  machinery.  B r i t i s h  t r a d e  unions t e n d e d - t o  oppose moves , .  

f o r  modern i sa t ion  and improved e f f i c i e n c y  which mi-ght p o s s i b l y  

hav; involved  t h e  e l i m i n a t i o n  of jobs82 An example o f  t h i s  was 
* 

a case  a t  Aust in  i n  19-48 which ended i n  a s t r i k e  t h a t  c l o s e d  down . 

- t h e  f a c t o r y .  A u s t i n  wanted t o  introduc'e a  new s p i n d l e  c u t t e r  which 

had t h e  a b i l i t y  t o  i n c r e a s e  p r o d u c t i v i t y  by one hundred and f o r t y  

p e r  c e n t .  Shop s tewards  f e a r e d  t h e  new machine would r e s u l t  i n  a  

"peed up" 8 3 ' ~ t h  p o s s i b l e '  adverse  e f f e c t s  on jobs .  There fo re ,  

they  opposed' t h e  i n t r o d u c t i o n  of t h e  new machine. 
1 

The . s a r n e , ~ u ~ t i n  s t r i k e  r e f l e c t e d  ano the r  n e g a t i v e  a s p e c t  o  

a  poor l a b o u r  r e l a t i o n s  sys tem on c o s t s .  This  developed o u t  of  

t h e  piecework systems.  Under piecework t h e w o r k e r w a s  paid f o r  -- - - 

e,ach u n l t  he-produced. ' I 'ncf 'zs te~ he was a b l e  L O  pr 

* .  
more. he a o t   aid. T h z Q d i f f i c u l t v  wi th  such  a svstem w a s  t h a t  it , . 

I. 

made innova t ion  d i f f i c u l t  and exlrerrsive. P i p t 4 v : .  - 3 8  *&-- 
. could no l o n g e r  contGol h i s  r a t e  . o f  .. ou tpu t  w i t B  a 'new machine, as 



.. 
7. - - was $he case,  wi th2#us t$nfs  s p s n d l e  c u t t e r ,  it. was l i k e l y  t h k r e  

, would* be r e s f s t a n c e  t o  c h a n g e .  ~ e e o n d . 1 ~ ;  a-  new madhine a p p l i c a b l e  
' 8 . . < 

, t o  .piecework would only  be .accepted i f  i t  was l i k e l y  t o  g e n e r a t e  
' ;., 

/ - . r-%, 

h i g h e r  wages- than t h e  o l d  machine. A t  Aus t in ,  t h e ' h t r i k e  was 
f 

. p ' z j  aggravg6edp byr d i f f i c u l t i e s  i n  s e t t i n g  a new w a g e  r a t e  Tor  t h e  : - + 

- A  - -- 
s p i n d l e  - c u t + e r s .  'The problem 'was t h a t  once one group go t  a new 

r a t e  $ o r  t h e  job ,  p a r i t y 3  meant demands by o t h e r  groups  f$r wage 

inereas#. With o v e r  tweaty unions  t o  a p l a n t  t h e  scope f o r  
84 c o n f l i c t  and i n c r e a s e d  p r e s s w e s  on c o s t s  was c o n s i d e r a b l e .  . 

B 

Conduct: The e f f e c t  o f  t h e ' l a b o u r  r e l a t i o n s  system on, c-on- 

duct  w a s  f a i r l y  l i m i t e d . '  F i r s t l y ,  it meant cofnsiderable e f f o r t  
. - . - 

w a s  wasted bn l a b a u r  r e l a t i o n s .  probiems which might b e t t e r  have -, , 

been a p p l i e d  e lsewhere .  Secondly,  poor ' l abour  r e l a t i o n s  rni'ght 
* 

. - 
L 

- have d iscouraged r e s e a r c h  and inno  a t i o n .  Every t i m e  new methods r 7 

and t echn iques  were i n t r o d u c e d  intjo p roduc t ion  t h e y  c r e a t e 8  a 
+ i 

' hazard  f o r  l abour  r e l a t i o n s .  T h e r e f o r e ,  r e s e a r c h  and 
. . 

may- have been slowed. 
1. 

Performance : Between 1945 and 1953 & l a b o u r  r e l a t i o n s  a f f e c t e d  

techni.ca1 e f f i c i e n c y ,  p r o g r e s s ,  employqent s t a b i l i t y  and t h e  
B 

I ,  

balance  of payments. R e s i s t a n c e  t o  p r o d u c t i v i t y  i w r o v i n g  tech-  - 
no1 ogy, demarcat ion and' s t r i k e s  r e d u c e d  t e c h n k c a l  e f f i c i e n c y  . - - - -  - -  

msu€?&&ss c 

and d iscouraged c a p i t a l  expend i tu res  by t h e  motor firhs.,. The 

employment s t a b i l i t y .  The e x i s t e m e  of unions m e a n t   firm^ made 
L 

* 
* .  



- - 
+ I .  

t -  . 
._ * I I 1  

* .  
_I. 

- p-lent . *  ~ n s t e a d - ,  far. -top many unions were p r e s e n t  i n -  eac  
r ,  - - - 

P 
? .  fdy:+ff icie?t  l a b o u r  r e l a t ions . .  , .  7 

I ' . ) *  

, i -  8 - > - 

a- I ~ r a d i t i o n ~ l i y  -: ~ $ i t a i n  . = . .  has  h,aa gn . open eco'nomy and 'has had * . 
i + < ? 

l i m e  - - need-.fob rnanopoly l e g i b l a t i o n .  j?urthe&ore, i n  ~ r i k a i n  
, I ,  - '  . 

- th,e a t t i t u d g  . towafds monopoly p e r  qe ,  has  been l e s S  c $ % t i c a l  than  - 
I .  ' < 1 

r 3 

I -%h the uni teb .~t : tes :<  In'  B r i t a i n ,  i f  a .rnongpoly &roached the' * -. 
+ - z -  * - ,  - 
- .  \ 2 

P 
e f f i o i e n c y  then,-- &&rilly,- i t  w a s  accepted.  

, ,  . 
, f i ;  ---- -- ---- - 

mohopozy c o n t r o l  l & i ~ l & t i ~ n ,  . - passed?  The . t -.A 

. s .-- , - 
C t  O T  4946 

- .  
5 * 

was a pl i ld  
a - g i e c a  . , 

+ - *I 

, of. ~ e g i s l a t i o n * ~ w h i c h  r e f l e c t e d  the a b o e  a t t i t a a e s  . to .pnopoly.  - " ,  ' . . 
. . I 26 

- z - U&r f he, a&, - t-he Ebarfi of c w  =fer3mhvlTduar -indus- 7- 
) .  ** - I Ij 

. t r i a l  arrang&r&s . t o  a ~ o h d ~ o l i e s  Commission fop examination. 
d '- 

c- 

I ,  
- - 

* ' i *  K 



- '/ A&- 19et5F;.eke .- gevemmm+ -A-gtr+eter coftcen- 
' .  Q C  i 

$ra,t ion i n  t t o r  i rks t ry .  88 I n  add 
$ -4, 6 

? 
I encpuqage.d c  a q o n :  between independent  

*='-I A - y -  
would l e a d  t o  = m e r i e r j  and i n c r e a s e d  ' e f f i c i e m y  . 

1 
, ' P  - - Y '  

was w i t h  p l e a s u r e  t h a t  t h e  M i n i s t e r  o f  ..%ippiy e n w h c e d  t h a t  t h e  
* 
, * i %; % 

'Big S i x 1  had agreed  t o  p o ~ l  t h e  r e s u l t s  o f  produc&-%an experiments  
- - . +- ,* ,- 

.+ i 

t r a t e d  t h i s  goa l .  A>' a.?;es+ti r e l a t i v e l y  few merg6rs s c c u r r e d  
, i z  92;. ' r L - " **% between 1 9 4 5  and 1953. , % i .P- . + -Y  = +  4, .+ 

*. . , ' 

b ,  
S t r u c t u r e :  The most :4 t a n t  merger . o i  I t h e  p e r i o g  o c c u r r e d '  

\ 

b e t w e e n  Austin and Morris.  s i n c e  b e f o r e  World 'war 11 th'e; two a .  

- .A%* * 

AneriLcan Companies, Ford and Vauxhall ,  . . "bad taken an i n c r e a s i m g  -. - 
7 ,  

' 9 3  % " s _ ,  s h q e  o f '  the B r i t i s h  m e k e t ,  A t  t h e  end of. 1948, p a p s .  f o r  ' 

L ii * 
- 

? .  - . , 
technical c o l l a b o r a t i b  were made petween, Aust in  a n d  p orris.. The ,. - 

& I 

move was $spurred an'b&'ctirrent d i f  f i , c u l t i e s  i n  meet ing  expor t  
-& +* 

> . c 

, ,  4 1 
6 quotas. In 1949,; fol@wing. Q a l u a t i o i ,  t h e  p r o f i t s  of both  - - - .. 

% 4  

. - A d i n  %, a n d ' h o r r i s  -. mogd Wan r t&ebled.?4, -. ~ o n s ' e ~ u e n t ~ f ~ ~ ,  : n e i t h e r '  a $  

L *- . / \  
company f e l t  t h e  need to*. s a c r i f i c e  any autopomy. The merger was . *' 

r . . 
t a l $ e d  o f f .  I n  '1951, t h e - . & u s t e r i t g  c e e a t e d  by rearmament put: 9s - - - - - -- - - - - - - -- - - - - -- -- - 

?'q - I. r .  r 

-7 

p r e s s u r e  on ba th  companies again. I n  Noveplber 1951 the  d e s i r e  ; 
a .  ' ". . .te e f f e c t  t h e  maxim& s t a n d a ~ i s a t i o n ;  f.coupled with the mdst 

3 T 
, ef f f c i e n t  kmuf a c t u r e ,  and by t h e  pool ing--bf  f a c t o r y  r e s o u r c e s  - - - - 

Z 5%. 
+ t *  - * 

2 4 + ,  x C 

c' : p . 2. .' 
, , - r ?. 

- .  - . . 
I 

% 
- -- - - -- I :  - - J 1  -- - -  - - - - - -  -- - -  I 1  



and consequent r educ t ion .  i n  c o s t s  "95 l e d  t o  a complete merger.  

The government saw th% merger t o  be i n  t h e  p u b l i c  i n t e r e s t  

f o r  two reasons .  ~ i r s t l ~ ,  p o t e n t i a l  p roduc t ion  economies of  

s c a l e  c r e a t e d  t h e  oppor tun i ty  t o  lower c o s t s .  Secondly,  t h e  
- 1  

merger s t r eng thened  t h e  p u r e l y  B r i t i s h  s e c t o r  -of t h e  i n d u s t r y  in 
LL-L-L----L -- --- 

r e l a t i o n  t o  F o r d  aria-~auxha7-I. The m a n d i n g  d i r e c t o r  of t h e  new 
%A. 

B r i t i s h  Motop,~ompany (BMC),  Leonard Lord, saw t h e  merger as a - 
d e f e n s i y e  one a g a i n s t  t h e  American companies. - .  96 The government 

was p l e a s e d  t h a t  t h e  merger had occurred .  
2 %  i 

The two companies invo lved  were approximately'  t h e  same s i z e  
t . 

i n  te rms o f  o u t p u t .  Rowever, * ~ u f f i e l d ,  whose market s h a r e  had 

d e c l i n e d  s i n c e  1937," w a s  compr ised-of  a number of man f a c t u r i n g  a 
companies accumulated u v e r ' t h e  years ,  The l a r g e s t  of t h e s e  was 

- 

Morr is  Motors a t  kowley. I n  , a d d i t i o n ,  t h e r e  w a s  PIG a t  Abingdon, 

Wolseley a t  Birmingham, Ri l ey  a t  Coventry, and Morris  Commercials 

a t  -Birmingham. Component p a r t s  manufacturers  i n  t h e  Nuf f i e l d  

group were Nuf f i e ld  Metal Produc t s  (body b u i l d e r s )  and SU car -  

buret ' ters. '  I n  c o n t r a s t ,  Aus t in  w a s  a h t g h l y  i n t e g r a t e d  company 

based on a s i n g l e  l a r g e  p l a n t  at Longbridge. Aust in  claimed t h e i r  

plant was as advanced as any i n  Europe. 98 

A t  the time of the merger, BMC +rabed-It-hlrl;eerr-d%ff---- -- 

e n & ~ s  and twenty-three d l f f e r r n t  body styles. 99 Tn eff'ectqve 

i n  e x p l o i t i n g  p o t e n t i a l  +economies o f  s c a l e  t h e  new co d pany r e q u i r e d  

/ a cons ide rab le -  reprggni s a t i o n -  -p-pp-- 

In 1953, two of t h e  l a r g e  independent  body s u p p l i e r s  were 



taken  over  by t h e  motor manufac tu re r s .  Ford purchased Br iggs  Body. 

s u p p l i e r s  and BMC absorbed F i s h e r  and Ludlow. N e i t h e r  move w a s  

o ~ o o s e d  b ~ . ' t h e  government which b e l i e v e d  t h e  v e r t i c a l  i n t e g r a t < & - -  

of  t h e  f i r m s  w o h d  improve e f f i c i e n c y .  Indeed, t h e  f a c t  t h a t  t h e  

Treasyry al lowed Ford s c a r c e  American d o l l a r s  t o  purchase  s i x t y -  
- - - - - - - - - - - 

two p e r  cent  of  B r i g g s l  s h a r e s  from t h e  American p a r e n t  company 

and o t h e r  American i n t e r e s t s ,  r e f l e c t e d  a very s t r o n g  government 

i n c l i n a t i o n  t o  t h a t  merger. 

A number of  f a c t o r s  l e d  t o  t h e  Ford t akeover  of  Br iggs .  

F i r s t l y ,  t h e r e  had been c o n s i d e r a b l e  l abour  problems a t  Briggs.  

F o r d . b e l i e v e d  t h a t  t h e s e  would be eased  by a c l o s e r  i n t e g r a t i o n  

between Ford ' s  Dagenham works and t h e i r  a d j o i n i n g  body s u p p l i e r s .  1 0 0  

Secondly, i n  1953 excess-demand f o r  c a r s  came t o  an end. A s  com- 
& 

p e t i t i o n  became more i n t a s e  a l l  t h e  manufac turers  became more 

concerned about g u a r a n t e e i n g  t h e i r  suppl ies , .  T h i r d l y ,  a f t e r  t h e  

war t h e  manufac turers  i n t r o 6 u c e d  des igns  f e a t u r i n g  u n i t a r y  body 

c o n s t r u c t i o n .  lo2 This  meant t h e  body became a more impor tan t  part 

of t h e  c a r .  

The las t  two f a c t o r s  e x ~ l a i n i n g  t h e  Ford merger exp la ined  

t h e  3 M C  t akeover  of F i s h e r  and Ludlow. BMC produced u n i t a r y  body 
-- - - -  - - -- 

desiar is .  BMC wished t o  g u a r a n t e e  t h e i r  ~ ~ ~ p l i e s  of  t h i s  major i t e m .  
- -  - - -L- 

Conduct: The i n t e n t i o n  of mergers p o l i c y  i n  t h i s  p e r i o d  was 

tc encourage i n d u s t r y  = t i o n a l i s a t i o n  and a r e d u c t i o n - i n  t h e  num- 

~ e r  of  models pmduced.    ow ever, a l e n i e n t  a t t i t u d e  towards 

rcxo9ol i 'eg  was a  necessa ry  b u t  n o t  s u f f i c i e n t  c o n d i t i o n  f o r  t h e  '7 



r a t i o n a l i s a t i o n  o f  i n d u s t r y  s t r u c t u r e .  S i m i l a r l y ,  merge r s  were 
$'f 

a n e c e s s a r y  b u t  n o t  s u f f i c i e n t  c o n d i t i o n  t o  a c h i e v e  a s a t i s f a c t o r y  

model r ange .  Between 1945 and  1953 a s i n g l e  merger  o c c u r r e d  and 
?, \ 

t h i s  d i d  n o t  l e a d  t o  a s a t i s f a c t o r y  model r a n g e .  Conseq e n t l y ,  '\ 
t h e ' e f f e c t  o f  c o m p e t t t i o m p o l i c y  on conduct  i n  this was--  - - -  - - -  - 

l i m i t e d .  

A s  a n o t e  o f  i n t e r e s t ,  t h e  government p e r m i t t e d  t h e  B M C - F ~ ? ~ ~  
- 

and Ludlow merger  o n l y  upon a s s u r a n c e s  t h a t ,  " f u t u r e  t r a d i n g  w i l l  . 

& m a t e r i a l l y  unshanged "lo3 and  t h a t ,  " a l l  e n q u i r i e s  and o r d e r s  

(whether  from t h e  motor  i n d u s t r y  o r  n o t )  w i l l  r e c e i v e  t h e  same \ 

a t t e n t i o n -  as b e f o r e . "  Be fo re  t h e  merger  F i s h e r  and Ludlow had 

s u p p l i e d  bod ie s  t o  S t a n d a r d .  ~ e n c e ,  af ter  the merger  BMC s u p p l i e d  

b o d i e s  t o  a major  c o m p e t i t o r .  , 

"4 Performance:  Between 1 45 and 1953 c o m p e t i t i o n s  p o l i c y  had 
.lo4 - 1 

l i m i t e d  e f f e c t s  on per formance .  Other  government p o l i c i e s  . , 

t hwar t ed  t h e  encouragement ven by c o m p e t i t i o n s  p o l i c y  t o  i n d u s t r y '  % 
r a t i o n a l i s a t i o n .  Consequent ly ,  g o a l s  were r e l a t i v e l y  

u n a f f e c t e d .  



REGULATORY POLICY, 1954-60 . 

With t h e  end of . rearmament ,  t h e  Conservat ive  government r e -  

v e r t e d  t o  more t r a d i t i o n a l  l a i s s e z - f a i r e  p o l i c i e s .  E s s e n t i a l l y ,  

i t  w a s  thought  thegovernment  should  avoid  i n t e r f e r i n g  i n  i n d u s t r y .  

Consequently,  e x p o r t  quo tas  and s t e e l  quo tas  f o r  t h e  motor i n d u s t r y  
- 

were abandoned. The motor i n d u s t r y  was l e f t  t o  a c t  i n  i ts  own- 

b e s e  i n t e r e s t s  wi thou t  s p e c i f i c  government i n t e r f e r e n c e .  .,-As a 

r e s u l t ,  t h e  motor i n d u s t r y  abandoned t h e  emphasis on e x p o r t s .  

I n s t e a d ,  a t t e n t i o n  was p a i d  t o  r e p l a c i n g  t h e  ou tda ted  s t o c k  of  

c a r s  on B r i t i s h  roads  and making new s a l e s  a t  home. Be een 1951 9" 
and 1955, home s a l e s  grew a n n u a l l y  by t h i r t y - e i g h t  p e r  c e n t .  A t  

T t h e  same t ime e x p o r t s  s t a g n a t e d  and d i d  not  even ach ieve  t h e  

l e v e l s  of 1951. 
- 

Never the less ,  t h e  Conserva.tn.Vi: ,_gover~entls  "hands-off" p o l i c y  - - '--.. 
Y 

d i d  have a c o n s i d e r a b l e  impact on t h e  r n o t o r " r ~ ~ t r y  through 
, * 

r e g u l a t o r y  p o l i c y .  Government r e g u l a t o r y  p o l i c y ,  a f t e r  

became c a r i c a t u r e d  as l ls toprgol l  p o l i c y .  The need 3 ~ o r '  suph a p o l q y  

r e s u l t e d  from B r i t a i n ' s  high margina l  p r o p e n s i t y  t o  impoqt, an 
e 

over-valued pound a t  a f i x e d  exchange r a t e ,  and the  

v u l n e r a b l e  n a t u r e  of t h e  BfYtish ba lance  of payments. 
4 

t h e  B r i t i s h  emnomy e d  econur&c grctwth, i m p e r  s %etded-- 

t o  grow f a s t e r  t b  As Of 

1 
- 

rnents tended t o  yqve i n t o  d e f i c i t .  To remedy t h e  balance o f  pay- 

/!%&%, t h e  government i n t r o d u c e d  r e s t r i c t i v e  m e ~ u r e s  en u- 

ternal economy u n t i l  t h e  ba lance  o f  payments improved.. Thus, i 



t h e  economy t e n d e d  t o  f o l l o w  a "stop-go" p a t t e r n .  

The motor  i n d u s t r y  was p robab ly  a f f e c t e d  more by "stop-go" 

p o l i c i e s  t h a n  any o t h e r  i n d u s t r y  i n  B r i t a i n .  It was v u l n e r a b l e  
t 

I t o * s u c h  p o l i c i e s  f r o m  two s t a n d p o i n t s .  F i r s t l y ,  as t h e  c o u n t r y ' s  
I 

major  e x p o r t i n g  i n d u s t r y ,  any d e c l i n e  - i n  motor  e x p o r t s 1  had a 
- - - 

n o t i c e a b l y  harmful  e f f e c t  on t h e  b a l a n c e  of payments.  Secondly,  
. -,. whenever i t  was n e c e s s a r y  t o  improve t h e  b a l a n c e  o f  payments,  

t h e  government would r educe  i n t e r n a l  demand. Consumer d u r a b l e  

demand, p a r t i c u l a r l y  demand f o r  c a r s ,  was ve ry  s u s c e p t i b l e  t o  

g e n e r a l  r e s t r i c t i o n s .  Hence, t h e  motor  i n d u s t r y  t e n d e d  t o  f e e l  - 

t h e  b r u n t  of t h e  c o u n t r y ' s  b a l a n c e  o f  payments d i f f i c u l t i e s .  

"Stop-go" S e v e r e l y  a f f e c t e d  i n d u s t r y  p r o g r e s s  f rom 1953 t o  

1960. From t h e  end o f  rearmament u n t i l  1955 was a p e r i o d  of "go". , 

Output  n e a r l y  doubled  between 1952 and 1955. A l l  t h e  i n c r e a s e  
' A  

i n  p r o d u c t i o n  was d e l i v e r e d  a t  home. 

F a i l u r e  t o  e x p o r t  more c a r s  p a r t l y  e x p l a i n e d  t h e  b a l a n c e  

o f  payments problem which 
I 

' 'stop" p o l i c i e s .  E x p o r t s  

2 A u s t r a l i a  d e c l i n e d .  The 

deve loped  i n  1955 and n e c e s s i t a t e d  

of c a r s  t o  North America, Europe and 

government r e a c t e d  by t i g h t e d n g  c r e d i t .  

F i r e  p u r c h a s e  r e s t r i c t i o n s  
ii 

on c a r s  were i n c r e a s e d  and t h e  down pay- 
- - - -- - 

ment raised.' I n  a d d i t i o n ,  t h e  b u s i n e s s  a l l owance  on  ears k s  , 
auuflsfied. me Tnzen t ion  o f  t h e s e  moves w a s  t o  c u t  home demand 

- - - 
and t o  squeeze  more c a r s  t o  t h e  d e c l i n i n g  e x p o r t  marke t .  

t h e  B r i t i s h  motor  i n d u s t r y .    he-industry w a s  a l r e a d y  s u f f e r i n g  
1 



from t h e  government 's  "s top"  policies when t h e  Suez c r i s i s  occurred .  

Suez s e v e r e l y  a f f e c t e d  demand. F i r s t i y ,  a t  home, p e t r o l  t a x e s  

were r a i s e d  and p e t r o l  r a t i o n i n g  i n t r o d u t e d  t o  d e a l  wi th  t h e  o i l  

s h o r t a g e .  A s  a r e s u l t ,  home demand f o r  new .cars  plummeted. 

Secondly,  ove r seas  demand i n c r e a s e d  i n  t h o s e w e x p o r t  markets  a l s o  

s h o r t  o f  o i l .  I n  1956 ou tpu t  f e l l  by f o r t y  p e r  c e n t .  

The motor i n d u s t r y  was s o - b a d l y  h i t  by t h e  "s top"  p o l i c i e s  

and Suez t h a t  t h e  government took s p e c i a l  a c t i o n  to h e l p  " f o r  t h e  

t ime be ing .  6 
1'5 H i r e  purchase  d e p o s i t s  were lowered and t h e  Board 

of  Trade ' s  Export C r e d i t  department s t r e t c h e d  i t s  i n s u r a n c e  c r e d i t  

t o  B r i t i s h  manufac turers .  However, n e i t h e ~  move he lped  very much. 

The h i r e  purchase ba lance  on new c a r  s a l e s  a t  home s t i l l  had t o  

be r e p a i d  w i t h i n  two years: Thus, t h e  lower d e p o s i t  had minimal 

impact ,  p a r t i c u l a r l y  as most new c a r  s a l e s  invo lved  t h e  t r a d e - i n  

of an o l d e r  c a r .  7 

"f' 

Although t h e  government cont inued i t s  "s top"  p o l i c i e s ,  a  

f o r t u i t o u s  e x t e r n a l  e v e n t - b r o u g h t  back some p r o s p e r i t y  t o  t h e  

\ motor i n d u s t r y .  I n  1957, North America r e d i s c o v e r e d  t h e  small 
# 

c a r .  Demand f o r  a l l  European c a r s  i n c r e a s e d  r a p i d l y .  A s  second 

c a r s ,  as s t u d e n t s '  c a r s ,  and as fun c a r s ,  s a l e s  o f  t h e  European 

even l a r g e r  i n c r e a s e s .  DespiFe c o n t r o l s ,  home demand a l s o  i n -  

c ~ s s e d  in 1957. In- pkl ralloning k* a rise irean--- - - 

surner conf idence  fo l lowing  t h e  2nd o f  Suez appeared  t o  o f f s e t  t h e  



e f f e c t s  of  i n c r e a s e d  h i r e  purchase  d e p o s i t s  r e i m p ~ s e d ~ b y  t h e  

government. 9  

By 1958 t h e  ba lance  of payments was cons ide rab ly  improved 

fo l lowing  two y e a r s  of  "s top" p o l i c i e s .  I n c r e a s e d  c a r  e x p o r t s  

were a  c o n t r i b u t o r y  f a c t o r  i n  t h i s  improvement. The government 

dec ided  t h a t  t h e  .economy could be expanded. A l l  h i r e  purchase - - -  - 

r e s t r i c t i o n s  were removed. Home s a l e s  of c a r s  i n c r e a s e d  r a p i d l y .  1 0  

E x t r a  c a p a c i t g  which had been c r e a t e d  s i n c e  1954 i n  t h e  i n d u s t r y  

was f u l l y  u t i l i s e d  f o r  t h e  f irst  t ime.  I n  1957, o u t p u t  had been .. 

860,000 u n i t s ;  i n  1958, i t  j u s t  exceeded one m i l l i o n ;  i n  1959 i t  
\ 

appfoached 1 . 4  m i l l i o n ,  a f i g u r e  o r m n a l l y  f o r e c a s t  f o r  1965.  11 
--4 

S t i l l ,  i n  1959, t h e r e  were w a i t i n g  l i s t s  o f  up t o  n i n e  months 
.. 

f o r  some models , a t  home. Optimism swept t h e  i n d u s t r y  and a l l  

f i r m s  made bold expansion p l a n s .  1 2  
- 

By t h e  summer o f  1960, t h e  ba lance  of payments had , se r ious ly  

d e t e r i o r a t e d .  The government was f o r c e d  t o  implement t ls top" 

. p o l i c i e s  aga in .13  The e f f e c t s  on t h e  motor i n d u s t r y  were d i s -  

a s t r o u s .  I n d u s t r y  ou tpu t  i n  October 1960 w a s  l e s s  tlian f o r t y  4 

p e r  cen t  of  t h e  peak summer l e v e l s .  The s m a l l e r  firms were 

p a r t i c u l a r l y  h a r d  h i t .  15 
b 

The d e t e r i o r a t i o n  i n  t h e  ba lance  of payments i n  1960 occurred  
- -  - - -- - - - - - - - - 

f o r  two reasons .  F i r s t l y ,  an ant5cipaTed r ise i n  imported goods - - 

of a l l  s o r t s  accompanied t h e  p e r i o d  o f  economic growth from 

t h e  expor t  B r i t i s h  c a r s -  North w d a d  
- -- + - -- -- 

begun i n  1957 came t o  a n a t u r a l  end. The i n c r e a s e d  p e n e t r a t i o n  



-- - -  - 

of European impor ts  caused t h e  North American manufac turers  t o  

develop compact c a r s .  For  1960, t h e  Chevrole t  Corva i r ,  t h e  Ford 

Falcon and t h e  Chrys le r  V a l i a n t  were announced. Demand f e r  

B r i t i s h  c a r s  i n  t h e  United S t a t e s  was more a f f e c t e d  t h a n  demand 

f o r  t h e  o t h e r  Buropean makes. A major  r e a s o n  f o r  t h i s  was 

B r i t i s h  p o s t  war t a x a t i o n  p o l i c y  which had d iscouraged economy 
A - - -- - 

B r i t i s h  c a r s .  l6 Most B r i t i s h  e x p o r t s  were small f o u r  door  sa loons  

wi th  engines  o f  between t h i r t e e n  hundred and twenty-six hundred 

c l o s e r  s u b s t i t u t e s  t o  t h e  North American c o m ~ a c t s % t h a n  t h e  French 

Renaul t s  and German Volkswagens. l8 B r i t i s h  s a l o o n s  were v i r t u a l l y  

e l i m i n a t e d  from t h e  North American market.  Renaul t  s a l e s  f e l l  by . 
IC 

only t h i r t y  p e r  c e n t .  l9 S a l e s  o f  t h e  German - Volkswagen were l e a s t  

a f f e c t e d .  Never the less ,  Volkswagen had t o  launch a major  adver- 

t i s i n g  campaign f o r  t h e  f i r s t  t ime i n  o r d e r  t o  maint / in  s a l e s .  I 

~ o l c s w a g e n  used t h e  'slogan "Think small, "*O which emphasised t h a t  
C 

a Volkswagen o f f e r r e d  t h e  most b a s i c  t r a n s p o r t a t i o n  a v a i l a b l e .  
? 

A s  u s u a l  when a r e c e s s i o n  h i t  t h e  motor i n d c s t r y ,  t h e 3 i n -  
t 

' d u s t r y  appealed  t o  t h e  government f o r  r e l i + e f .  ' I n  1960, t h e  r e -  
v 

s?rjnse from t h e  Chancel lor  o f  t h e r  Exchequer was t h a t  h i r e  pur- 

chase  c o n t r o l s  and purchase  t a x  " w ~ u l d  be eased  only  when t h e  ' : 

By t h a t - ~ t i i i e ,  t n e  motor i n d u s t r y  "had come b i t t e r l y  t o  feel  t h a t  

no move i n  monetary p o l i c y  as r e c e n t l y ' u n d e r s t o o d  i n  t h e  United 

-- 

Kingdom, would be c ~ m p l e € ~  without-3pecZEI 6 T s c r i m i n a t i o n  a g a i n ~  t 

r 



l e s  and motor c a r s  i n  p a r t i c u l a r .  22 

Basic  coAdit ions:  On t h e  supply s i d e ,  "stop-go" p o l i c i e s  d i d  

n o t  seem t o  a f f e c t  b u s i n e s s  a t t i t u d e s  and confidence.  Suez was 

an e x c e p t i o n a l  event  w h i l s t  t h e  p e r i o d  of  "stop1' i n  1960 was 

s h o r t  enough t h a t  inves tment  p l a n s  by t h e  companies were not  

a f f e c t e d .  During t h e  l ls topfF o f  1960 a l l  t h e  c ~ r n p a n ~ e s  had boa-d 

expansion p l a n s  underway. There i s  no evidence t h a t  any o f  t h e s e  

were c a n c e l l e d  o r  c u r t a i l e  Never the less ,  t h e  "s top"  p e r i o d s  

d i d  appear  t o  a f f e c t  t r a d e  union a t t i t u d e s ,  l tStopll  p o l i c i e s  

n e c e s s i t a t e d  redundancies ,  r e i n f o r c i n g  i n s e c u r i t y  and d i s t r u s t  

amongst t h e  workforce.  
t 

- 
Regulatory p o l i c y  and " ~ t o p - g o ' ~ '  had a dramat ic  e f f e c t  on 

k 

demand, A t  home ."stop-goi1 p o l i c i e s  aggrava ted  c y c l i c a l  t r e n d s  

cons ide rab ly .  It a l s o  a f f e c t e d  e x p o r t s .  During p e r i o d s  of "go" 

t h e r e  w a s  L i t t l e  p r e s s u r e  on t h  i n d u s t r y  t o  e x p o r t .  However, & 
one o f  t h e - i n t e n t i o n s  of " s top"  p o l i c i y  to' squeeze home 

s a l e s  and s o  p u t  p r e s s u r e  on t h e  manufacturers- t o  i n c r e a s e  ex- 

t . p o r t s .  consequent ly ,  government r e g u l a t o r y  p o l i c y  encouraged 

stop-gap expor t  e f f o r t s  by t h e  motor companies. 

 ina all^, dvery t ime l7stop" p o l i c i e s  were a p p l i e d ,  growth of 

demand f o r  cars w a s  s l o w e d  - ---- - - - - - - - 

- -- S t r u c t u r e :  Regulatory p o l i c y  had l i m i t e d  e f f e c t s  on i n d u s t r y  

s t r u c t u r e  dur ing  t h i s  p e r i o d .  "Stop1' - , p o l i c i e s  t ended  t o  weaken 

the  s m a l i e r  companies. They were more a f f e c t e d  - - by - c y c l i c a l  - -- - - - de- 

rnand, 2 3  as y e l l  as having  smaller f inancAal  r e s o u r c e s .  This  p u t  
i 



- --- 

2 4  
- -- -- 

/-- _*_ 

'some pTessure on t h e  smaller companies t o  merge t o  e f f e c t  in -  
c - 4  

- - 

d u s t r y  r a t i o d l i s a t i o n .  However, i t  seemed a d r a s t i c  way t o  

achieve  r a t i o n a l i s a t i o n .  Furthermore,  t h e  "s top"  p e r i o d s  r a r e l y  

l a s t e d  long  enough t o  a c h i e v e  t h i s  end. 8 

Conduct: "Stop-go1' p o l i c i e s  d iscouraged t h e  l o n g  term 

development o f  o-seas market ing .  Only dur ing  "s top"  p e r i o d s  
-- - L L -  - - -- 

was t h e r e  a  s t r o n g  e f f o r t  t o  s e l l  ove r seas .  Then p r i c e s  were 

- 2 5  It i s  l i k e &  t h a t  "s top"  p e r i o d s  reduced i n  ovFrseas  markets .  

discouraged r e s e a r e h  and  i n n o v a t i o n ,  s i n c e  p r o f i t s  were squeezed, 2 6  

w 
- - Performance : Regula tory  p o l i c y  a f f e c t e d  p r o d u e t i v e  and 

a l l o c a t i v e  e f f i c i e n c y ,  p r o g r e s s ,  e m p l o y m t  and t h e  ba lance -  of 

payments. P roduc t ive  and a l l o c a t i v e  e f f i c i e n c y  w a s  harmed i n  two 

ways. F i r s t l y ,  d u r i n g  p e r i o d s  of "s top" p l a n t s  o p e r a t e d  w e l l  be- 

low .capaci ty  s o  r a i s i n g  u n i t  c o s t s .  Secondly,  redundancies  asso-  

c i a t e d  wi th  ' l s t o ~ - g o "  encouraged t#$ t r a d e  unions t o  be more con- 

s e r v a t i v e  and l e s s  c o o ~ e r a t i v e .  A s  a r e s u l t .  l abour  was used 

l e s s  e f f i c i e n t l y  and c o s t s  i n c r e a s e d .  Progress  was r e t a r d e d  by 

"s top"  p o l i c i e s .  F i r s t l y ,  "s top"  p o l i c i e s  d iscouraged i n v e s t -  

ment. 27 Secondly.  by squeez ing  ~ r o f i t s ,  "s too"  p o l i c i e s  d r i e d  

UD a rnajpr s o u r c e  o f  inves tment  funds i n  t h e  B r i t i s h  motor in-  

d u s t r y .  Regulatory p o l i c y  meant t h a t  em~loyment  i n  t h e  i n d u s t r y  n 

was u n s t a b l e ,  d e s p i t e  the  e f f o r t s  o f  trade unibns  a n i  m W g e m i .  

F i n a l l y ,  r e g u l a t o r y  p o l i c y  had impor tant  consequences For the 

Salznce  of payments. I n  t h e  s h o r t  run ,  "s top" p o l i c i e s  squeezed 

p roduc t ion  i n t o  e x p o r t - n a r k e t s .  H G K e v e r ~ ~ ~ ~ ~ o ~ g ~ -  
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q u e s t i b b g b l e  whether r e g u l a t o q  p o l i c y  he lped  t h e  ba lance  oi: . 

payments." "Stop-go" provided  l i t t l e  i n c e n t i v e  t o  produce models ' . 

r e a l l y  a p p r o p r i a  f o r  expor t  markets . .  "Go" p e r i o d s  focused t h e  P 
manufacturers  t h e  home market .  Furthermore,  p e r i o d s  o f  "s top"  

h a l t e d  progre  i n  t h e  i n d u s t r y .  Thus long r u n  i n t e r n a t i o n a l  

compet i t iveness  ruas-harmed, In Lhe long run, - t t s tap-gol l_harmed -- 

t h e  c o n t r i b u t i o n  o f  t h e  motor i n d u s t r y  t o  t h e  ba lance  o f  payments. 

EXPORT P O L I C Y ,  &953-60 
3 

Q 

With t h e  end of  rearmament expor t  quotas  were abandoned. A 

- c l e a r  s t a t ement  o f  t h e  goyernment 's  expor t  p o l i c y  f o r  t h e  motor . - 
i n d u s t r y  was made i n  1956. A deba te  about t h e  r e c e s s i o n  i n  t h e  

. I a '  

House o f  Commons took  p l a c e  i n  which 'a  government spokesman s a i d ,  

"It i s  n o t  f o r  t h e  government t o  expor t  c a r s ;  i t  i s ' f o r  t h e  
J T 

, motor i n d u s t r y  t o  do t h a t .  Whilst it may have s e e n  some , 

d e c l i n e  i n  t h e  s h a r e  o f  tJor ld .markets, i t  i s  s t i l l  t h e  
k 

premier  e x p o r t e r  i n  the  world.  11 29 

Though t h e  government d i sc la imed  r e s p o n s i b i l i t y  f o r  c a r  e x p o r t s ,  
i 

i t  was s t i J l  "deeply i n t e r e s t e d  i n  t h e  expor t  performance qf t h d  - 

induscrry . '' The goWikr.nemt clqimed it would, ' l cont ihue  t o  promo,!& * - 
expo* whenever p o s s i b l e . .  "30 I n  a d d i t i o n ,  " A l l  t h e  s e r v i c e s  c / f  / 

i n f o r m a t i o n ,  h e l p  and a d v i c e  pEovided by t h e  Board of  ~ raqfe  and 
- - - - - - - - - - - - - 

overseas  o f f i c e s  f o r  e x p o r t s  g e n e r a l l y  ( y e r e )  avaTlab le  t o  the1 
-- - -- 

1 
motor i n d u s t r y ;  s o  (were)  t h e  f a c i l i t i e s  f o r  e x p o r t  c r e d i t  in-\ 

I 

,31 i su rance  o f f e r e d  by t h e  Export  Guarantee Department. 
-- - - - - - - - - - --. - 

Government p o l i c y  was t d  l e a v e  e x p o r t i n g  t o  t i e  motor i n d u s t r y .  
I 
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Y 

on motor e x p o r t s  w a s  i n d i r e c t  j t h r  
' 0 

4 P 

, r egu la tony  p o l i c y  : Regulatpry poli,cy ene,ouraged t h e  ;&tob. i n -  
" ,  D , = \,. t - 

-dustry t o  c q n c e n t r a t e  on t h e  home rkeb ,  as from s 5 3 e  %a 1955, ' 

? - 9  
c 0 9 

and t o , t u r f i  t o  expor t  markets  on ly  'fn -3 

1 I ,  
1 . e .  . . 

Basic  c o n d i t i o n s  : A f t e r  t h e  , - )  * - 
* =  - 

P a c t u r e p  -allowedL expor t  markets  %< SF &+. AT t h e  SEE t i m e .  : * 
* 3 * .  

home demand krew, r a p i d l y .  ? -  Given th&e'\ t iends,  3 2  i t  w a s  + reasop: - b 

a b l e  f o r  t h e  m'anufa$turers t o  'bexieve  t h a t  ,gowthr of  6he 
4 

T 

* -;e - 
'8- ._ ,  

- P 3  - ~ a r k e t -  vt;uld+ % e  t h e  most r a p i d  d - i n  t h e  f u t u r e .  . 
- 9  

s ~ u c t u r e :  The government Qs p b l i e y  o f  benign  n e g l e c t  had an 

33 9 

, . apparentay '  minimal e f f e c t  on-  indust$y' s t r u C t u r e .  
I I 

-4 - conduct : . The4*government s l a c k  of  emphasis on motor e x p o r t s  
19 d L  

a f f e c t k '  t h o  a s p p i t s  o f  i n d u s t r y  conduct.  It modif ied  producfr i 4  

1 r 

' J - - -- 
r h  -I 

, *  
d e s i h s  and -overseas  s a l e s  s t r a t e g y .  + r  . - .  i3 

% *  b ' - , 
, A  r 1  n .  

"L . 
, . $in& t he  manuf a c t & r s  were encburaged ' to focus  *on %he= - &  _ home . . , ,  

- .  
ma , t h e y  produced. -designs - .  f o r r  that market.  , . , . -  ABT a; . .  r e s u l t ,  ~&.3&iin '. . 

' e  . - * *  >' v 
' f a i l e d  t o  produce t h e  economy -4 c'a 5 which were . ve,ry . po.&la< a-S i t l  .' % 

oZ - = - 
1 , - b - 

France and Germany i n  , the sikties . 'These ecofjomg-4 eat$ alse' - .  t 

t .  
1 s 1 '* '& 

; profed t o  have e i  g r e a t e r  -following i n  ~ o r t h '  ArneGica once c b i f a c t s  
* - .  . a 

. L - ? '  
I I 

% * 'I # 

wer'e, i n t r o d u c e d  t h e r e  i n  1 9 6 6 .  Thgre - w e r e  f o g  r e a s o n s c  why I B r i t a i n  - .  
+ - l f " l ,  . . 

< - I -  3 * .  
f a i l @ t o 2 p r o d u c e  srr* ed~kom$ -* + ca&- %TI t& , ,  Fki.ft%eS-WsKk~&he+-- ., 

I , P " 4 '-, * -  , *- - c- I 
r l 

-, w b f s k i  flat r%+kiocm?c +A was a d i s i n m t f , v e  to . t h e  _. 
9 

e .  -, s J  - a 

p m d u c t ' f ~ l  ' o f  dgono$g: ~ 9 %  .34' &con&,+-Br i ta in  - - had a' r" b 
2 4 q < 4 - ,  

* t  
r I - - s t o c k  oT s e ~ ~ d - h a n $ - c a r s , ~ : ~ o ~ ~ ~ . ~ b & y  and 7 - 

u C 

1 J 'b 
- .- 

I t z l y  . "Inx t h o s e  c b u n t r i e s ,  prewar' and .post war. production had . 
, * + >  5 -  5 '. -. . . . . t . - . * 4. I t -3 

- 9  
w :9 

*a . - i  _ ' 7  i . '- , 1) 
ir - -e a f - - - - - - -  - , - , . - 1  - 
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1 

been lower t h a n  i n  B r i t a i n ,  and wartime d e s t r u c t d o n  much g r e a t e r . ,  : 

Consequently,  i n  t h e  f i f t i e s ,  i n  Br iJa in ,  there 

' t u t e s  a v a i l a b l e  f o r  economy c a r s  i n  t h e  form o f  

Th i rd ly ,  t h e  t a x  on p e t r o l  i n  B r l t a i n  w a s  lower 

.r, 

were good s u b s t i -  
- .  ep .. 

second-hand cars:  3-5 L 4  

. I  
. . I  

t h a n  on t h e  con- & 

, t i h e n t .  F o u r t h l y , ,  t h e  B r i t i s h  manufac turers  c laimed , t h a t  when * - 

* 
" 36 . . 

squeezed out va lue  f a s t e r  than  they  squeezed ou t  c o s t s .  
- 

I I n  1955 t h e  Spect .a tor  c&mented on t h e  m a n u f a c t ~ r e r s ~  p o l i c y  
- 

of producing' models s u i t a b l e  f o r  B r i t i s h  c o n d i t i o n s .  It s a i d  t h a t  
, * , 

i n  Swi tze r l and  ~ r i k i s h  c a r s  were c a l l e &  men's c a r s , "  because ' . . 
' ,- 

of t h e i r  a n t i q u a t e d  des igns .  s- .+ . I_ - , .  - a e 

,. 

B r i t i s h  s a l e s  s t r a t e g y  overseas  w a s -  , inadequate .  A major-  * ' 
I - 

r e a s o n  f o r  t h i s  -was an excess  o f  compet i t ion  by t h e  Britisp'.. For-  

example, i n  1957, it was m p o r t e d - t h + '  i n  %e United  s t a t e s , -  3ritaih 
3 .  

o f f e r e d  twenty-six d i f f e r e n t  makes and 'hode& f o r  s a l e ,  h e w a n y  '- 
i 

- 
s i x ,  and ~ f a n c b  f i v e . 3  T h i s  meanb t h a t  ,*:on 'average,  'eah B r i t i s h  ' . - 

e " .  

model s o l d  j u s t  a few thousand u n i t s  p e r  y e a r  i n  t h e  ' un i t ed  S t a t e s .  

It would have been h o p e l e s s l y  uneconomic t o  mq'intain quf f i c i e n t  
4- 

@= 9 ' a  

6 

s p a r e  p a r t s  - t o  p rov ide  adequate  s e r v i c e  o n ' s o  fe,w sal'es.. TEere- . . 
. * 

e 5% + -. 
f o r e ,  t h e  assumption i s  t h a t  t h e  necessa& @CB& s.eF?i$e a n  s a l e s  ,. . 
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. * many ?odels  i n  expor t  markets  c r e a t e d  a  form o f  p r i s o n e r s 1  dilemma 2 
3 

q f o r  "the *manufac turers .  It would have been b e t t e r 3 '  f o r  ekch manu- 
-8 / 1 

L I V -  . _ f a c t u r e r  t o  have a g r e e d  t o  c o n c e n t r a t e  on p e r h a p s a a  $ ing le  e x p o r t  
d 

model. THen, t h e  Br i t4sh ;manufac tu re r s  would no t  have competed 
: 1 s  P 

.y 

head-on' wi th  each o t h e r  in*  overseas  m+arkets as d i d ,  i n  f a c t ,  occur .  

- - H o w w e r ,  -%h- E M % k s h m a r m f ~ r s - w # e  in  c o m p e t i t T m r ~ ~ e a c h  

o t h e r .  Even i f  t h e  manufac turers  had agreed  upon a n a t i o n a l  over-  

s e a s  s , a i e s  p o l i c m  t e m p t a t i o n  f o r  a manufac tu re r  t o  break  t h e  - 
- - - -  - - - -- 

- a g ~ e e m e n t  would have been ' c o n s i d e r a b l e .  ImaEine t h a t  company A ,  
*,, 

producer  of  a complete range  -butdagreeing t o  e x p o r t  only  i t s  smal l  
5 

c a r  saw e x p o r t s  o'f -company B v s  me'dium s i z e t l  c a r  i n c r e a s e ,  because - 
of a change i n  t a s t e s .  If company A= b e l i e v e d  i t s  medium s i z e d  

, - .  

c a r  compe t i t ive  w i t h  company B 1 s ,  it could  argue  t h a t  i t s  respon- . - 

s 
- - 

s i b i l - i t y  t o  i t s  s h a r e h o l d e r s  made i t  e s s e n t i a l  t o  e x p l o i t h t h e  ' 
,. 

market  a n d . e x p o r t  i+s medium s i z e d  iar. This% would have been s b  
& ,J" 

p a r t i c u l a r l y  i n  a  r e c e s s i o n  ;hen r e s p o n s i b i l i t y  t o  workers and 
-. 

t h e  d e s i r e  t s , a v o a  redundancies  would have p-rovoked such a mov;. 
2 t 

- Obviously,  $n a dynamic c o n t e x t  i p t r a - ~ r i t f s h  compe t i t ion  o v e r s e a s  
, + 

w a s  a negat$ve sum 'game, e v e r ,  g iven  t h e  i n d u s t r y ' s  s t r u ' c t u r e  40 . . 
and government p o l i c y ,  s d 2 f f L c u l t  t o  s e e  how t h e  w e  could 

have  b e e n  avoided.  'As a result, i n  - t h e  f i f t i e s ,  B r k i n - o f f e s e d ,  - - - - 

T i  2. 

t o o  many- models o v e r s e a s ,  w i t h  t o o  l i t t l e  exposure and t o o  litt 
-- 

Je 

s e r v i c e *  and s p a r e  p a r t s  back-up. 
, %  

- -- Performance :  he government 'snon-interferenceexportgolicy~--- 

f o r -  t h e  motor i n d u s t r y  a f f e c t e d  p r o g r e s s ,  employmhnt s t a b i l i t y  and - 





t h e  ba lance  of payments. 

.Progress was r e t a r a e d  i n  two ways. . F i r s t l y ,  an excess  of 
. , . . 

compet i t ion  by B r i t i s h  manufac turers  meant every , q o d e l  a c h ~ i v e q ' ~  ' 
. " 

low p e n e t r a t i o n  l e v e l s  i n  o v e r s e a s  
- 

t o o  many modsls was a n e g a t i v e  sum 

rlin, s i n c e  n o  s i n g l e  , ~ r i t i s h  model 

/ ' L - 
markets .  A s  n o t e d ,  , o f f e r i n g  

game. Secondly '  f o r s t h e  l o n g e r  
. '6' * 

r e a l l y  e s t a 5 l i s l i e d  i t se l f3Ti  

% .  T 

any market., and a s  B r i t i s h '  c a r s  ga ined  a poor  r e p u t a t i o n  =for  - 
0 4 .  

s e r v i c e ,  t h e  r a t e  of g r o w t h ' i n  demand *for B r i t i s h  ca$s i n  expor t  ' 
< - - -+*. 

e' - ++ @ 
markets  w a s  slowed. 

Employment- s t a b i l i t y  was " a f f e c t e d  n e g a t i v e l y  by " ,  t h e  govern-. 

m e n t l s  expor t  p o l i c y .  When t h e  government wished to encourage - 

e x p o r t s  i t  Severe ly  r e s t r i d t e d  home demand. This  s 

d a n c i e s .  4 
L- 

4 -- 
The ba lance  of  paykn t s  *Gaffhelped i n  the s h o r t  r u n  when ' t h e  

b 

government ?ppli.ed p r e s s u r e  t b  e x p o r t .    ow ever, f a i l u r e  t o  em- 
i 

p h a s i s e  e x p o r t s  on a permanent b a s i s ,  and t o  e s t a b l i s h  e x p o r t s  

on a  r a t  i o n a l  s , 42  harmed t h e  ba lance  o f  in  t h g  long  

r u n .  a 1 3 r i t a i n 1 s  motor e x p o r t s  showed a d ramat ic  d e c l i n e  i n  perform- 

ance r e l a t i v e  t o  t h e  o t  European producers .  This  .is shown i n d  

F i g u r e  4 .  - r e 

O b  

I n  conclus ion ,  t h e  governmentls expor-t pol iey-+f  noft--in%$r- - - - 

s a t i s f a c t o r y .  The c0nsequenc.e~ of - such a p o l i c y  were summedLup 

b y  M r .  Roy denkin;, a f u t u r e  Cbaa-ellor of' t he  Exchequer.: In , 

. 1356, i n  t h e  House o f  Commons, h e  s a i d ,  
P 



"What has  happened r e c e n t l y  i s  t h a t  government p o l i c y ,  ss 
L 

f A r  as i t  h a s  a f f e c t e d o  t h e  i n d u s t r y ,  has  ' d e l i b e r a t e l y  accen-  
t J  

tuateda swings which i n  any even t  might have t a k e n  t o  - 
a l i m i t e d  e x t e n t .  . . . . . . In-  every cobce ivab le  way t h e  

/ 

f u t u r e  of t h e  motor i n d u s t r y  i s  bound up n o t  on ly  w i t h  i t s  

. a b i l i t y  t o  s o l v e  i t s  own proble tnsnbut  k i t h  the framework 
1 ,  C , 

w i t h i n  which &he +government a r e  t o  a l low i t  t o  apply  t o  
2 3 * 

these prob lens- The attitude urhich goyernm.eat spob'esm-en 
I' 

adop t .  . : tha t  t h e  indus t ry  must  bk l e f t  t o  s o l v e  

- i t s  own problems t o  work o u t  i t s  own- s a l v a t i o n j  does n o t  Is_ 

a- 
-b .% 

make s e n s e ,  because t h e  i n d & t r y  i s  o p e r a t i n g  wi th ik . , a  con- ' 

s t a n t l y  changing framework, and w i l l  con t inue ,  t o  do s o  i n  . '  - 
d - 

t h e  ; fu tu re ,  and t h e  a u t h o r i t y  - t h a t  de termines  t h a t  fram'ework 

r r  43 i s  t h e  government. . . 

COMPETITIONS POLICY, 1953-60 

During t h i s , p e r i o d ,  t h e r e  were two d i s t i n c t  developments i n  
, . 

compet i t ions  p o l i c y .  They a r e  d i s c u s s e d  under two s e p a r a t e  head- 
6 c 

i n g s  , r e s t r i c t i v e  t r a d e '  p r a c t i s e s  p o l i c y  a n ~ e r ~ e r s  pbli&. -,- , 

RESTRICTIVE TRADES .PRACTISES POLICY, 1953-60 t _  

Q ,  I n  1956 , the  R e s t r i c t i v e  ~ ? a d e  Pract.i.ses Act w a s  passed . .  Be- 
, - D ,  

' f b r e  1956 t h g  ~c&d o f  ~ ~ ~ d e  had % r e f e r r e d  l i i d i v i d u a l  q a s e s t t ,  
- -  . - A 

ments which ' f e l l  w i t h i n  t h e  meaning o f  - t h e  "a'ct had t o  be r e g i s t e r e d .  

E s s e n t i a l l y ,  r e s t r i c t i o n s  between hug p a r t i e s  d the fcrf-fowing 
-. 

n a t u r e ,  had t~ be r e g i s t e r e d :  p i c e s  t o  be charged; te rms o r  con- 



I 

-\ + 

. * 

- 

- - - - - - - -  -89- - 

L L -- - - - - - - '- 
v 

- 

d i t i o n s  on o r  s u b j e c t  t o  which-'goods would 
- ?J 

' o r  p l a c e s  in' which goods were, t o  be s o l d .  
Lb' 

t o  be r e g i s t e r e d  t o o ,  b u t  t t iese  t h r e e  agpl-iied t o  t h e  manner- in  
- 

which t h e  motor compan5es d i s t r g b u t e d  t h e i r  p r o d u c t s .  The Court  
0 Q 

i 

d i d  n o t  a u ~ o m a t i c a l l y  exclude  such q e e $ t r i c t i o n s ,  b u t .  t h e  presump- 
I 

t i o n  w a s  ' t h a t  a .  they  & e r e  n o t  in t h e  p u b l i c  i n t e r e s t .  There fo re , .  
- A - - - - - A - - - -- - - - - - -- - - -- 

C- 
v .  

a l l  t h o s e  r e g i s t e r i n g  had t o  demonstrate  t$at t h e  r e s t r i c t i o n s  
a 

we& i n  t h e  p u b l i c  i n t e r e s t .  
- 

Conduct : The 1956 R e s t r i c t r v e  Trades ' ~ r a c t i s e s  A c t  had 
~ ' - 

t h r e e  impor tan t  e f f k c t s  on t h e  motbr i n d u s t r y .  It outl'awed muiti: 
* - 

l a t e r a l  agreements and s o  removed abuses w i t h i n  +he i n d u s t r y .  It . --. >A3 

reduced m a n u f a c t u r e k  ' r e s t r i c t i o n 3  .on d e a l e r s .  It oil$lawed. 

c o l l e c t i v e  r e s a l e  p r i c e  maintenance-  

F i r s t l y ,  t h e  1956- Act outlawed m u l t i l a t e r a l  agreements  i n  - - 

d . . 
t h e  motor  h d u s t r y .  . I n  t h e  summer, Aust in  brought  a + t e s t  &se 

d 
i b 

' before  t h e  ' c o u r t s ,  P r e v i o u s l y  t h e  manufac turers  had had mul t i -  
4 

l a t e r a l .  agreements between t h e  d i s t r i b u t o r s ,  d e a l e r s  and r e t a i l e r s .  
4 

I 

T h e  Court found t h e s e  t o  be i l l e g a l  but  t h a t  . b i l a t e r a l  agreements - 7 . ,. . 
a 

with  each d i s t c i b u t o r ,  d e a l e r  and r e t a i l e r  could  be regis - te red .  
0 

Under th& new agreements  (1) ~ x d l u s i v e  d e a l i n g  was drappGd, 
C -  

( 2 )  Any could be p u t  on a .list of d e a l e r s  i f  t h e y  s a t i g -  
co 

C -- - - - - - - - - . - - -  

f ied  c e r t a i n  c o n d i t i o n s ,  c3, )  Agreements would be l e g a l  and en- --< 
?.. - - - - - -- - --- - - - - - - 

f o r c e a b l e ;  The companies were concerned about  t h e  weak c o n d i t i o n s  
Q 

- t o  be s a t i s f i e d  if somebody - .  w a s  t o  q u a l i f y  f o r  t h e i r  l i s t .  Thep 

kbuld have l i k e d  t o  s e e  la r 'ger  showrooms4'-and p a r t s  s e r v i c e  r e -  



,- Whilsb t h e  

--+' 

I 

e f f e c t  

- % 

A ,, 
%. 

. . 
o f  abandoning t h e  o l d  m u l t i l a t e r a l  agree-  ', . 

ment had l i m i t e d  e f f e c t  on t h e  p u b l i c ,  i t  d i d  remove major  abuses , J 
which had t aken  p l a c e  w i t h i n  t h e  ind imt ry .  I n  1949 t h e  ~ i o ~ d  

B 

0 

Jacob committee had commented, t 

"We b e l i e v e ,  however, t h a t  as .a m a t t e r  of ~ r i n c i p l e  i t  
- -- L L p  ---A- -- 

extremely u n d e s i r a b l e  t o  encourage any s a n c t i o n  f o r  breach 
w 

F 
of agreement,  which i s  n o t  a p p l i e d  t h r o u ~ h  t h e  due p r o c e s s  t ' 

7 . *  
- - 

of c o m p l e x  system which i s  - b u i l t  up by many asso-  
h 

c i a t i o n s  t o  d e t e c t  breaches  o f  agreement may n o t  . i n  i t s e l f  
e . *  

- a", .be p o s i t i v e l y "  harmful  - alt-hough i n  o u r  o p i n i o n  i t  is/ waste- 
! 

f u l ,  unneM+aigy and undes i rabpe  - b u t  t h e  use  of ex tba - ldga l  
+- ti 

s a n c t i o n s  which qay deprLve a  tr* of h i s  l i v e l i h o o d  i s  

,t 47 - 4 

' n o t ,  i n  our  op in ion , .  J ~ 3 t i f i ' e d .  rn - -. - - - 

> A *  - * .  I \ 

. T h i s  d e s c r i b e d  e x a c t l y  what had happened i n  t h e  B r i t i s h  motorbin- - 

d u s t r y .  E x t r a - l e g a l  s a n c t i o n s  had been imposed by t h e  B r i t i s h  - 
Motor Tradeqs A s s o c i a t i o n  ( B M T A ) . ~ ~  members who breached agree-  

-* 
1 * \ \ ments and; s o l d  a t  obelow agreed  p r i c e $ .  - 

.a 

The m a t t e r  came up on t h e  B r i t i s h  ~ r 'oad6as t . ing  Corpora t ion l s .  

programme "?gy. Quest ions" .  P o  .members bf Par l i ament  c r i t i ' 6 i se t l  
D t 

:. t h e  BMTA and one of them, M r .  Anthony Greenwood, c e l l e d  t h e  asso-  . 
i 

- c i a t i o n  ' a  completely r e s t r i c t i v e  monopoly I .  Although t h e  BMTA 4 

1 
- -- -- 

persuaded t h e  BBC t o  d e l e t e  p a r t  of  t h e  programme i t  emerged t h a t :  
0 .  - (1) The BMTA w a s  used by t h e  motor v e h i c l e  and t h e  mdtor 

1 -- 
gccesgory manufac turers  t o  compel r e t a i l e r s  t o  s e l l  t o  r 

z= 



2 An o f f e n c e  a g a i n s t  any one manufac turer  w a s  t r e a t k d ,  
w . 

P, ' : 
. under t h e  m u l t i l a t e r a l  agreement s y s t e m  a s a n  offence' , , 

* 

a g a i n s t  a l l  manufac turers  and w a s  p e n a l i z e d  by f i n e s  
1 

: ,and b o y c o t t s .  
+- 1 

(.3) ' " $ n v e ~ t i g a t o r s ~ ~ ,  ,often r e t i r e d  po_licemen, wer~--useddh~ ---.L.-T -- A -- - - - - - 
C I 

t h e  BMTA' t o  f i n d  o f fenders .  Although t h e  BMTA i n s t h c t e d '  

t h e s e  i n v e s t i g a t o r s  n o t - t o  i n c i t e  o f f e n c e s ,  i t  was r e -  

p o r t e d  t h a t  tahee did.  sometimes do so .  p , 

( 4 )  PqLvate c o u r t s ,  c o n s t i t u t e d  by and answer'able to  .t'h s: . . 
BMTA, were s e t  -up t o  t r y  and punish .  a l l e g e d  o f f e n d e r s .  

Secondly,  t h e ?  1956 Act -removed r e s t r i c t i o n s .  on d e a l e r s .  It . - 

allbwed them t o  s t o c k ~ m o r e  t h a n  one make. I n  p r a c t i c e  not  many - 
I .  - 

d i d ,  b u t  b e f o r e  1956 t h e  mznufac tu re r s"had  been a b l e ' t o  f o r b i d  
+-- ,- 

shared  showrooms. - 
% 

~ h i r d i ~ , ' + n g l e r  t h e  $956 Act,  c o l l e c t i v e  r e s a l e  p r i c e  mainten- 
%s - 

,a+e was f o r b i d d e n .  Fol$owing t h e  i n t r o d u c t i o n  o f  t h e  R e s t r i c t i v e .  
- 

P r a c t i s e s  Act ' i n  1956 t h e  B r i t i s h  manufac tu re r s  &nd f o r e i g n  
t *  & 

co c e s s i o n a i r e s ,  i n  a l l  s i x t y - f i v e  s i g n a t o r i e s ,  s e t  up Che-Motor t 
Scheme. * Y  48  B a s i c a l l y  t h i s  scheme t o  ma in ta in  

a scheme t o  r e t a i n  r e s a l e  p r i c e  mainten- 
- - - - -  -- - 

an6e. The b i l a t e r a l  f r a n c h i s e s  which were s i g n e d  a E t ~ ~ , t h ~ 1 9 5 6  
. - - - - - - -- - 

- - - ,-\ % 

Act a l l c , c o n t a i n e d  a r e s a l e  p r i c e  maintenance c l a u s e ,  a l though  non- - 
f r a n c h i s e d  d e a l e r s  were n o t  bound. Under t h e  Motor Vehic le  D i s -  

8 

t r i b u t i o n  Scheme t h e  s i g n a t o r i e s  Bgreed t o  p r e s c r i b e  p r i c e s  and 



+trade d i s c o u n t s  f o r  t h e i r  p r o d u c t s ,  a n 4  to .  s e e  t h a t  t h e s e  were 
- ** 

L 0 
6 

adhered t o  by' d e a h r s .  The scheme a l s o  governed t h e  s a l e  o f  

-, v e h i c l e s  t o ,  \he t r a d e  :and t o  f l e e t  buyers .  I n  1960 t h e  R e s t r i c t  
i 

t i v e  Trade P r a c t i s e s  Court r e j e c t e d  t h e  c l a im t h a t  t h e  Scheme, *, 
r 

, .which a l s o  S e t  minimum s t a n d a r d s .  f o r  dea$eys,  gave " s p e c i f i c  and 
4 - 4 .: . 

,,4,9 . s; _ I .  s u b k t - a n t i a l  benekits _ta t h e  p u b l i c .  - - A- - - a L -- L - --A u - 

By t h e  1956 Act,  a l though  c o l l e c t i v e  p r i c e  maintenance was'' ' 
? "3: - i 

& 

obt  lawed, i n d i v i d u a l  p ~ i c e  maintenance was s t i l l  a c c e p t a 6 l e .  In 
e. ._ - 

- - 

t h e  f i r s t  two yea& of t h e  in ,@ividual  agreements  t h e  h a k u f a c t u r e r s  
... B - 

took s i x . E a s e s  t o  c o u r t  i n  which r e t a i l e r s  were p r i b e  c u t t i n g  - 
two 4n motor c a r s ,  two i n  t i r e s  and two i n  s p a r k  p l u g s .  I I n  a l l  

s i x  c a s e s  t h e  manufac turers  won. I n  a l l  c a s e s  the,& BMTA* provided  

the 0 i dence  and the reby  denied  t h e i r  own t h e s i  p u t  forward i n  P 
1956, t h a t  i n d i v i d u a l  p r i c e  maintenance would% t o o  slqw, cumber- 

. <- t 

some and expens ive  t o  be e f f e c t i v e .  -. 
s 

For  t h e  p u b l i c  i t  i s  d o u b t f u l  whether t h e s e  l e g a l  chan ies  
Q 

had a major  impact i n  t h e  market f o r  new c a r s .  q n c e  World War I1 
a 

d e a l e r s  had been compe t i t ive ,  i n  terms o f  p r i c e ,  th&ugh t h e  use  
"* 

of generous t r a d e - i n  al lowances over  and above t h e  r e s a l e  .value 

o f  t h e  used c a r .  h i s  form of  avoidance o f  r e s q e  p r i c e  mainten- T 
rice cont inued.  

- - - - -  -- - - - 
> 

The a b i l i t y  of  t h e  manufac turers  and t h e  BMTA t o  e n f o r c e - r e -  , 
E * 

- - pp - -- - - -- 
s a l e  p r i c e  maintenance w a s  n o t  s e y e r e l y  t e s t e d  d u r i n g  t h e  boom = * .- 

i".<:'., sf 

y e a r s  between 1957 and 1960. I n  19?$iw as expor t  markets  i n "  t h e  .- 
%=. t CZ 

- c  
L- 

e United s t a t e 6  c o l l a p s e d  and as t h e  gov&nment began t o  squeeze -%L . :* 4 



t h e  home market,  Vauqhala found s t o c k s  o f  c a r s  b u i l d i n g  up. For 

, - y e a r s  they  had tended t o  h a v e * t h e  s h o r t e s t  w a i t i n g  l i s t s  s o  t h a t  

they  wer"e"worst h i t  when t h e  1960 recess io 'n  a r r i v e d .  T h e i r  f i r s t  * -. 
* s t e p  was t o  a l low a d i s c g u n t  o f  about  seven p e r  c e n t  t o  d e a l e r s ;  . 

,/ , 
2 - * 

hoping t h a t  b y h o f f e r i n g h i g h e r  xm t r a d e - i n  p r i c e s  s a l e s  obld  b e .  ' \ 
mainta ined .  When t h i s  f a i l e d  t o  b e  s u f f i c i e n t l y  e f f e c  t! i v e  vaux-& 

- -. . - a - - LL - - - L  

7 * 

h a l l  dec ided  t o  abandon r e s a l e  p r i c e  maintenance. P r i c e s  f e l l  
, * 

* 
cons ide rab ly ,  by up t o  f i f t e e n  p e r  cent  i n  some c a s e s ,  and Vaux- 

54) h a l l ' s  sil= i n  J u l y  a m b l e d .  

Performance: The 1956 Act had l i k i t e d  e S f e c t s  on a l l o c a t i v e  

X e f f i c  ency- and equi ty. .  It removed t h e  a b i l i t y  of t h e  manufac turers  
. . 

t o  e x e r c i s e  r e s a l e  p r i c e  maintenance through m u l t i l a t e r a l  agree-  

ments, and s o  may have i n c r e a s e d  compet i t ion  marg ina l ly .  However, 

t h e  i n d u s t r y  cont inued t o  recommend t r a d e - i n  p r i c e s  t o  avoid  - 

a g g r e s s i v e  compet i t ion .  - 
51 By removing t h e  BMTA abuses ,  a s t e p a  

towards g r e a t e r  e q u i t y  was made. 

MERGERS POLICY, 1953-60 . 

I n  t h e  p e r i o d  1953 t o  1960 t h e  Conservat ive  government m i l d l y  

encouraged mergers.  No o b s t a c l e s  were p u t  i n  t h e  way of t h e  con- 

s i d e r a b l e  merger a c t i v i t y  which took p l a c e  dur ing  t h i s  p w i o d .  
B L '  

A f t e r  1952, a l l  t h e  r e s t r a i n e d p r e s s u r e s  f o r  i n d u s t r y  r a t i o n a l i s a -  
- - - -  - -  - - - --- - - - -  - -  

t i o n  were s e t  f r e e .  52 A s  c o q p e t i t i o n  worldwide became more i n t e n s e ,  
-- - - - -  

a21  t h e  s m a l l e r  B r i t i s h  companies sought  new p a r t n e r s .  

T r a d i t i o n a l  Conservat ive  p o l i c y  meant t h e  government w a s  un- 
- - 

l i k e l y  t o  opp-ose mergers between B r i t i s h  companies. The Conserva- - 



t i v e  government a l s o  proved u n t j l l l i n g  t o  oppose mekgers and take: 
4 \ 

o v e r s  by f o r e i g n  companies. a 

The gover&ent l s  p o s i t i o n  on f o r e i g n  i n  

i n  1959. I n  1959, Standard-Triumph ( S T I )  SO it- t r a c t o r  p-Lant . 

t o  Massey-Ferguson of  Canada. S i n c e  t h e  s a l e  had i m p l i c a t i o n s  - 
--- - - - - -AM--- 

T o r  Bri t i3Ti  inddiistry-oTgenerral i K t e r e s t ,  t h e  matter w a s ~ l s c u s s e d  & 

i n  t h e  House of ~ o r k o n s . ~ ?  The workeSs a t  Standard-Triumph had' 

* passed  a r e s o l b t i o n .  I n  t h i s  t h e y  s t a t e d  extreme concern that - 

54.  ' they  should not'be bought and s o l d  wi thout  c o n s u l t a t i o n .  

, S p e c i f i c a l l y  t h k y  ex'pressed a n x i e t y  about  inves tmen t ,  empleyment ' 
- % 

and ex o r t s  p o l i c y  d e c i s i d n s  be ing  made i n  ~ o r t ' h  America. i b l  t h e  ' d9 
House o f  ~ommork, * thkgovernmknt  was q u e s t i o n e d  about  t h e  e f f e c t  

/ 

-* 

of  @ & & € Z o v e $  on B r i t a i n f  s l a b o u r  r e i a t i o n s  and s t r a t e g i c  . 

s t r e n g t h .  The government was askeg  t o  s t o p  t h e  merger by u s i n g  

t h e  Exchange Cont ro l  Act.  The &vernment r e f u s e d .  The merger 

s a t i s f i e d  t h e  c r i t e r i a  s e t  down by t h e  government t o  e v a l u a t e  

f o r e i g n  investment  as i t  a f f e c t e d  t h e  n a t i o n a l  i n t e r e s t - .  I n  t h e  

House of Commons, t h e  Economic S e c r e t a r y  t o  t h e  Treasury ,  M r .  
! - 

Nigel  Birch,  ~ a * i d  ou t  - these  c r i t e r i d ~ ~ ~  When c o n s i d e r i n g  such 

c a s e s  t h e  government examined t h e  impact o f  f o r e i g n  i n v e s t ~ e n t  

on l i k e l y  impopt ,  trer;ds, export t renas  andthe-possi~le -2ncrease - 

ST1 s a l e  was l i k e l y  t o  meet a l l  t h e s e  c r i t e r i a .  It would add t o  

B r i t a i n ' s  currency r e s e r v e s  and encourage +rack likem&a6im - - - 

i n  g e n e r a l .  The government favoured  such &nward inves tmen t  which 



was t o  t h e  mutqal advantage 

I n  November 

' m i l l i o n s  f o r  t h e  

owned by Ford bf 

- 
o f  both  p a r t i e s .  

1g159, t h e  Ford 

f0r t .y- f ive  p e r  

America. Tliis 

MO- Company, of  America bid* $129 
1 I/- 

cen t  o f  Ford o f  B r i t a i n  n o t  a l r e a d y  = 

w a s  a cons ide rab ly  b i g g e r  f o r e i g n  

t akeover  than  t h e  S T 1  t r a c t o r  p l h n t  s a l e .  ~ & n '  t h e  government . 
f and  t h e  b2 d- --be - t m ~ & r m a l  I n t e ~ e s t y s l n c e ~ m ~ ~ E k e ~  - 

c r i t e r i a  f o r  f b r e i g n  i F e s t m e i t .  

Thus,, between 1953 and 1960 t h e  government 
- - - 

7,- - 

n a t i o n a l  n o r  i n t e r n a t i o n a l  mergers .  However,.i%either d i d  it ~ 

a c t i v e l y ,  encourage them. 

- Bas ic  c o n d i t i o n s :  The governmentf's merger p o l i c y  d u r i n g  t h i s  
/ 

0 L 

p e ~ , i o d  d i d  no t  have a major  e f f e c t  o n ' b a s i c  c o n d i t i o n s .  By per -  
<' 

8 
f .  

m i t t i n g  f o r e i g n  t a k e o v e r s  some 'know-how '. may have Qpen impor ted .  

Through i n c r e a s e d ' ~ n t e r c o u r s e  w i t h  American b u s i n e ~ s , ~ s o m e  change 
4 .  

i n  b u s i n e s s  a t t i t u d e s  may have occurred .  1t i s  p o s s i b l e  t h a t  i n -  * 

s e c u r i t y  i n  t h e  t r a d e  unioi movement was aggrava ted ,  as claimed 

by t h g  uhians .  

S t r u c t u r e -  .TQ government 's  p o l i c y  towards mergers had con- 
< - 
L 

s i d e r a b l e  impact on s t r u c t u r e - t d u r i n g  t h i s  p e r i o d .  S ince  t h e  w a r ,  

t h e  government .had encouraged coopera t ion  and communication between 

5 6  \ the firms through v a r f ~ ~ ~ ~ p ~ h l i c  and p r i v a t e  bodies.--- A s a  e- -- - - 

1953 and 1968 a .number o f  moves between t h e - f i r m s  towar& i n d u s t r y  

' 1 I 

The problem f a c i n g  a l l  t h e  motor 'companies, excep t  t h e  two 



l a r g e s t ,  w s s  summed up by Graham .Turner i n  t h e  ~ e y ! t a n d  Papers .  
' J 

. . 
I n  a d i s c u s s i o n  of Standard-Triumph h e U ' s a i d ,  + : s t 

. . 
"For s t a n d a r d - ~ r i h p h ,  t h e  1950s had been a p e r i o d  6f almost  

2 

c o n s t a n t .  t u r m o i l .  I t s  b a s i c  problem w a s  l a c k  o f  s i z e ;  i t  
YJ. 

IC was t o o  s m a l l  t o  compete 'against  g i a n t s  l i k e  .&ID and. Ford. 
* 

- 
o - - ~ t ~ - h a d = -  to ~;t;rugg3%-~-*~verop ii.w mode 18, m i  w~-i&i-~1~a ---- 

I - 3  _ 
develop them, t h e i r  s a l e s  w k e  seldom s u f f i c i e n t  t o  b r i n g .  an 

,,.!is - 4 a d e s n i t e  r e t u r n .  , .  , .  .a 
f , b- I 

- - 
- - - - - - - L 

1 - - 
Amongst t h e  'Big F i v e 1  Rootes ,  l i k e  oSTI,_was t o o  s m a l l .  

a 

?& * 

u 
depended upon s u p p o r t  from h e r  pa ren t '  company t o  s u r v i v e .  The 

' r '  , 
p r e s s u r e  on t h e  smal l e r .  companies, Rover,-aguar, J o w e t t  and 

- ~ J p g e r , ' .  was even more a c u t e .  

I n  1954 Jowet t  became bankrupt .  58 I n  19 5 S i n g e r ,  faced  w i t h  S - - 

f i n a n c i a l  d i f f i c u l t i e s ,  was t a k e n  o v e r ' b y  Roopes. Rover and 

i/ ~ a ~ u a r * s u r v i v e d  b y ~ l l i n g  up-market, bu t  i h  a precar , ious pos i -  , 

t i o n .  By 1954 Rover had found the development c o s t s  o f  new models 

,very expens ive  and t h e r e f o r e  r i s k y .  59 For  t h e s e  r e a s o n s  Rover . . 

and ~ t a n d a r ' d  h e l d  f u l l  s c a l e  n e g o t i a t i o n s  f o r  a merger i n  19.9.: 
& 

merger between Rqotes  and S tandard  c o l l a p s e d  m a u s e  o f  an i n -  
8 .. 

a b i l i t y  t o  agree on-*he composi t ion of t h e  bard-of the new cmA' - ' 

pany. The r e s t r a i n t s  o f  1 9 5 6 ' l r c t e d -  ifurtherinnt.-1ve to 

mergers and t h e  t a l k s  con t inued  betweeh t h e  f i r m s .  A l l  $e whi l e  
v - t h e ~ e  were rumours t h a t  C h r y s l e r  w a s  a t t e m ~ ~ G _ i n g ~ ~ _ ~ - a & t ~ a . ,  

B r i t i s h  company.', There fo re ,  d e s p i t e  a g r e a t  d e a l  of merger 
4 

* % - ;  9 



-'If 
- s= 

a c t i v i t y ,  and n  obvious d e s i r e  -to ach ieve  i n d u s t r y  xal$onalisa- 
3 

. B  " 

t i o n  w i t h i n  t h e  y n d u s t r y ,  f e w  changes occurred .  I n  many, c a s e s ,  

I( t h e  companies found t h a t  t h e  sacri:>qe of!autonomy and the. r i s k s  . 
-' * I 

i nvo lved  e r  meant th; f*a& ,&cts ion  t o  merge w a s  neFer  
- 

- 4 .  " S ' . ^ -  

c a s e  o f  S inger+ which $aced bank'rgptcy, d id '  ' ' 

t h e  merger occur .  \. P I 

q *  ' 

- The theme o f  d d e s i r e . t o  remain imdependen t , c iq  a l s o  be seen  

A d  $n t h e  SW s-aze of tke7tr0 t r a c t o r  pzmt . . -P& m-, -+~rae%ms HA-. 
7 < 

been S T I f s  m a i n ' p r o f z t  source .  The t r a c t o r s  were made under con- 
\ 

t a c t  'from Massey-Harris. It was u n l i k e l y  t h a t  Massey-Harris 
prii f * w, t would renew t h e  t r a c t o r  c o n t r a c t ? -  d u e . i n  1965. Consequent ly,  ST1 

s o l d  t h e  t r a c t o r  p l a n e  c o n t r a c t  ended. T h i s  provided  
& 

ST1 w i t h  s u f f i c i e n t  e i t h e r  t o  e n a b l e  - it to '  ex- - - 

pand a s  an Xndependent manufac turer ,  o r  t o  a c t  as an i n c e n t i v e  t o  . '% 

f 

g a i n  a t t r a c t i v e  merger- c o n d i t i o n s  f o r  STI. 
'. 

I n  conc lus ion ,  d e s p i t e  much merger a c t i v i t y - b e t w - e e n  1953 and - 
1 6 0 ,  t h e  g r e a t e s t  changk i n  s t r u c t u 2 e  was t h e  purcbase  of t h e  

:. - 
remainder  of  Ford ( U K )  by Ford ( U S A ) .  If t h e  gov-ad 

t a k e n  a more a c t i v e  r o l e  as matchm&keq i n  f o s t e r f n g - i n d u s t r y  
i( . . 

r a t i o n a l i s a t i o n ,  i t  i s  probab-le t h a t  more o f  t h e  merger v e n t u r e s  '-* - d .. . - - -- - - - . - - - - -- - - - - - - - - 

would have been brought  t o  f ~ u i t i o n .  I n s t e a d ,  s t r u c t u r a l  change 
* - 

was l i m i t e d  and t h e  f a i l u r e  t o  6 x p l o a t  .productAbn economies o f  A . 
= < . 0 .  . 

B 
c & t i n i e d .  , v 

conduct :  Mergers p o l i c y  between 1953 a d 1 9 6 0 h a a a  l i m i t e p p - -  . 
e 

e f f e c t  on conduct.  B r i t i s h  m a n u f y t u r e r s  con t inued  t o  o f f e r  a . 



4 

-..- @de r ange  o f  -models. ~ a p ' i d  grow'Ch between 1957 and 196q encour- 
4 

--T a g e d  a l l  t h e  manufac turers  t o  produce new des igns .  I n  1959, i n  
- 

p a r t 1  c u l a r ,  many t e c h n i c a l l y  e x c i t i n g  new models >were in t roduced .  61 

Thus, compe t i t ion  i n  t h e  i n d u s t r y  eGphasised p roduc t  d i f f e r e n t i b -  

t i o n .  I t  r e f l e c t e d  t h a t ' r e s e a r c h  and i n n o v a t i o n  had n o t  been 
- I r ,  

harmed between 1953 and*1960 by t h e  fa i lure  t o  G a t i o n a l i i e  i n -  
- - - -  - --- - -- - - - - - - -- A- a - - - - -- 

. * 
dustry s t r u c t u r e .  i 

I I '. 

. The e f f e c t s  df t h e  Ford ( U S )  t akeover  o f  Ford ( U K )  on t h e .  con- 
d 

d u c t  of  the' f i r m  a r e  u n c l e a r .  - I n  a l e t t e r  from ~ o r d * o f - . A m e r i c a  
.. 

t i  Ford of B r i t a i n  i t  w a s  sugges ted  t h a t  t h e  cornmerefa1 f u t u r e  of  ' 
. . '- 

t h e  f i r m  would be u n a l t e r e d .  The l e t t e r  r e a d ,  
D 

"Our o b j e c t i v e  i s  t o  o b t a i n  g r e a t e r  - o p e r a t i o n a l  f l e x i b i l i t y  

sod  e n a b l e  u s  b e t t e r  t o  c o o r d i n a t e  .our European and American - .  

manufac tur ing  f a c i l i t i e s ,  and i n t e g r a t e  f u r t h e r  o u r  product  
' L . L 

, l i n e s  and oo&tiqns on a worldwide b a s i s .  

We would l i k e  t o  add t h a t ,  s o  f a r  as we a r e  concerned, 

w e  i n t e n d  t h a t  your   company!^ o p e r a t i p n s  s h a l l  con t inue  under 
i '. 

% C 

your,  d i r e c t i o n  wi thout  -change i n  i t s  employment p o l i c y  o r  i n  - 

,, 62 .- I its development programme. ., 1 
3 

i 

- % 

However, a s  t h e  ~ c o n o m i s t  p o i n t e d  o u t ,  "one does n o t  b i d  one 
A - 

hundred and twenty-nine m i l l i o n  pounds f o r  a d m i n i s t r a t i v e  t i d i n e s s .  63 
- -- - -- - -  - - -  . - - 

f , t 

.FroEa 'Dly t h e  r eason  f o r  the b i d  w a s  t o  be fouhd in  two p o s s i b l e  - 
3 .  

I 
- - -- 

A 3eve iopments . ' P,ir 

w e l l  i n s N o r t h  America even a f t e r  t h e  compacts y e r e  i n t r o d u c e d .  
- - + 

.If s o ,  the B r f t i s h  



- - 
Secondly,  i n  1959, B r i t a i n  appeared-  Like ly  t o  j o i n  t h e  ~ u r o ~ e a n '  . 

- - <  . . 
- Economic Community i n  t h e  :near futuzie. 1f: s p ,  B r i t a i n  might . .. :becbme .. . 

,> 

a good sp r ingboard  i n t o  ~ u r o i e .  ' I n  -a  i e t t e i .  t o  h i s .  s h a r e h o l d e r s ,  . 
.*J . 

3 

* 4 

t h e .  chairman o f  ~ r i l i i s h  Ford, Sir Patri-ck .Henhesey, remarked, 
,. 

L 

" . . . o t h e r  t h i n g s  b e i n g  eqriai .  g reaf  er suppor t  i s  l i k e i y  tos be g iben  
-A 

t o  t h e  -expansion anB devefapmen-t o f .  companitrs i n .  t h e - ~ o $ d - g r ~ - - -  .J s 

whichs-are  whol ly  owned' r a t h e r  t h a n  t o c t h a t  -of companies3 i n  which 
a minoc i ty  - i n t e r e s t s  are h e l d  o u t s i d e  t h e  group.* 1t65 i e i t h e r - , e v e n t  - E - 

- 

o c 5 c u r r e d . 4 h e r e  w a s  no need t o  produce s p e c i a l  models f o r  t h e  " 

United S t a t e s  o r  Europe. probably c o n d y t  by t h e  f i r m  w a s  -bn- 
v 

changed. - 
. > '  

"E., 

'Performance:  Mergers p o l i c y  between 1953 and.,1960 a f f e c t e d  

' p r o d u c t i v e  e f f i c i e n c y ,  and p o s s i b l y  p r o g r e s s ,  t h e  s t S a b * i l i t y  ,of- . * 

employihent and t h e  ba lance  of  payments. ~ a i l u n e ,  t o  r a t i o n a l i s e  
i 

t h e  i n d u e r y  meant firms cont inued t o  produce at  below minimum 
\ .  

e f f i C i e n t  l e v e l s .  This  meant t h a t  t o o  many models i n  t o o  yew- 
. .  + 

numbers were produced' a t  t o o -  h igh  a p r i c e .  To t h e  e x t e n t  t h a t  
- ,  

-- 
a fragmented i n d u s t r y  s t r u c t u r e  genera ted  inadequa te  p r o f i t s ,  

3 
- 

p r o g r e s s  was, slowed. ~ h e r k  was no evidence  o f  t h i s  b e f o r e  1960. 
' '4, - - 

  he i n c r e a s e d  s h a r e  of t h e  i n d u s t r y  a c q u i r i d  by t h e  Nortb. ~ m e r i c a n s  . 
t .  - 

o f f e r e d  scope f o r  a d d i t i o n a l  investment,  and t e c h n o l o g y .  - T h i s - m &  

have made. some , c o n t ~ ~ ~ t o  progre&. The i n c r e a s e d  share ,  of 
7 - 

- t h e  i n d u s t r y  c o n t r o l l e d  by m u l t i n a t i o n a l  companies * a f f e c t e d  employ- 
-. 

rpknt i n  t h e  motor-  i n d u s t r y .  ~ m ~ l o i m e n t  d e c i s i o n s  'trere made is* a - -- 

worlhwide, r a t h e r  t h a n  B r i t i s h ,  c o n t e x t .  .Labour dqmand becam6 



/ 19.60 nq $ i & f i c a n t  cdnsequences.  f o r  l a b o y r  can b e  observed.  . r-- - , 

. * F i n a l l y ,  i n  t h e  s h o r t  r u n ,  t h e  i ~ 6 r ~ a e e a ; . ~ o r t h  I _ American w int;req&s -;s 

Q 

had a  f avoarab ld  e f f e E t  on t h e  c a p i t a l  abcount i n  t h e  ba lance  bf 
2 6 .  

> 

payments. For . t h e  'long t e r m ,  i t  w a s  = p o s s i b l e  t h a t  i n c r e a s e d  tech-  3 

nology :and lt~ves'tment w m l d - . l a a d  t o  inc rease$  e x p o r t s .  ddditienai--- 
' 9  ' ,  ! - 1 

*exports  might  t h e n  o f f k e t  t h e  out f low of  d iv idends  &a i n t e r e s t  

, . t o  ' ~ o r t h  American s h a r e h o l d e r s .  
r 

TAXATION POLICY, -1953-60 
* 

. - - ~ e ' t w e e n  '1953 and 1960 t a x a t i o n - p o l i c y  a c t e d  r a t h e r  Like a  . 

c p o s t s c r i p t  t o  c o m p e t i t i o n s  p o l i c y ,  S-  n l y  one change of  importance 
-. 

. t o  t h e  motor i n d u s t r y  was made. -. * The impact o f  t h i s .  change was 

f e l t  on indus t ry  s t r u c t u r e .  - 

In  3959 t h e  governmen< i n t r a u c k d  me6sures which al lowed 

only t h e  f i r s t  two thousand pbunds of e x p e n d i t u r e s  on c a r s  by 
1 

companies t o  b e  deduqted f o r  t a x a t i o n  and d e p r e c i a t i o n  purposes .  
T J  

As-a r e s u l t ,  t h e r e  was a d e c l i n e  i n  demand f o r  t h e  more expens ive  

luxury '  c a r s  of t h e  s p e c i a l i s t  producers .  For  t h i s  r e a s o n ,  A r m -  . 
. ~ " - 

' s t r o n g  - s i d d e l e y  cezsed p r o d u c t i o n  i n  1960.. I n  t h e  same y e a r ,  t h e  - 
. . 

, B r i t i s h  Small  A r m s -  Company s o l d  i t s  expens ive  luxury  c-ar s u b s i -  

d i a r y ,  ~ a i m l e r ,  t o  Jaguar. - - - 

$ - '  C 

S i n c e  J ~ U &  and Rover produced qars\for under  two tfiousand , 

pounds, t h e i r  demand responded f avourably  or t h e  t a x a t i o n  cl-iange . 3 
For J a g u a r  t h e  t a x a t i o n  change was a doubly - b e n e f i c i a l .  Not only 

d i d  demand i n c r e a s e  b u t ,  by p u r c h a s i n g  Daimler, t h e y  were a b l e  t o  



i n c r e a s e  c a p a c i t y  wi thou t  becoming invo lved  I n  t h e  government 's  

r e g i o n a l  p o l i c y .  
. . 

R E G I O N A L  POLICY, 1953-60 

By t h e  l a t e  f i f t i e s  t h e  Conservat ive government had becom'e 
d 

- 2  

d i s a p p o i n t e d  by B r f  t a i n t s  r e l a t i v e l y  slow r a t e  o f  growth. TKey 

had a l s o  .been ir&re$sed by t h e  success  of p l a n n i n g  i n  ~ r a n c e .  66 
- -- - - -  -- - 

The goveFment t h e r e f o r e  adbpted a  more i n t e r v e n t i o n i s t  approach 

- I - The f i r s t  aspec-t  of - inc reased  government i n t e r v e n t i o n  t o  

a f f e c t  t h e  motor i n d u s t r y  was government r e g i o n a l  p o l i c y .  A s  

p a r t  OF t h e i r  l o c a l  employment p o l x y ,  t h e  government provided  

i n c e n t i v e s  t o  t h e  motor i n d u s t r y  t o  3oca te  new inves tment  i n  a r e a s  

of h igh  unemployqent'. This  meant a movement by t h e  motbr f - i r m s  
n... 

away f h m ~ t h e  t r a d i t i o n a l .  a r e a s  of  t h e  Midlands.  a*d South Eas t  

a & l  t h e  motor f i r m s  ha4 made g l a n s  f o r .  expan- 

t of  t h e  r a ~ i d  i n c r e a s e  i n  demand s i n c e .  1957.  It 

was t h e  l o c a t i o n  o f  t h i s  inves tment  t h e  government i n t e n d e d  t o  

i n f l u e n c e .  The i n c e n t i v e  t o  t h e  manufac turers  t o  r e l o c a t e  w a s +  
'J 

government f i n a n c i a l  a s s i s t a n c g  and s u b s i d i e s .  The . d i s i n c e n t i v e  

t o  prevent '  expansion i n  t h e  t r a d i t i a n a l  a r e a s  was development 

c e r t i f i c a t e s .  The government c o n t r o l l e d  t h e  - i s s u e  o f  develop- 
- - -  - - -  -- - 

ment c e r t i f i c a t e s .  The government s topped i s s u i n g  them f o r  t h e  
h 

c o n s t r u c t i o n  of  new p l a n t s  by t h e  motor firms i n  t h e  t r a d i t i o n a l  

a r e a s .  

The government s l o c a l  employment p o l i c y  w a s  i m r o d u c e d  j u s t  



T ~ C  p rev ious  inves tment  booms had been i n  1954 and 11957. T h i r t y  
I 

m i l l i o n  pounds and f d r t y -  m i l l i o n  pounds hZid been s p e n t ,  respec- .  

t i v e l y .  For  19'61 and 1962 t h e  ind 'ustry p lanned t o  spend e i g h t y  

m i l l i o n  pounds i n  each  y e a r .  The government persuaded t h e  motor 
- - - - - - - - - - - -- - 

f i r m s  t o  spend o v e r  h a l f  of t h i s  i n  t h e  a r e a s  of h i g h  unemploy- 
0 

merit. A s  a  r e s u l t ,  t h e r e  w a s  a cons id ,erable  impact on t h e  loca -  
&- 

8 

t i o n  of  t h e  i n d u s t r y  &ch became g e o g r a p h i c a l l y  d i s p e r s e d .  

Bas ic  c o n d i t i o n s  : The government i n s p i r e d  r g l o c a t i o ' n  o f  t h e  

motor i n d u s t r y ' s  expansion p l a n s  a f f e c t e d  b a s i c  c o n d i t i o n s  i n  

two ways. It a f f e c t e d  t r a d e  union a t t i t u d e s  and s u p p l i e s  of i n -  

p u t s .  

~ x p a n k i o n  meant t h e  c r e a t i o n  of  t e n s  of thousands  of  jobs  i n  

Wales, S c o t l a n d  and on Merseyside.  A s  an i n c e n t i v e  t o  t h e  i n d u s t r y -  - 
t o  move t h e r e ,  t h e  t r a d e  u n i o n s  agreed  t o  accep* lower wage r a t e s  

i n  t h e  new a r e a s  t h a n  i n  t h e  t r a d i t i o n a l  a r e a s .  I n  t h e  new a r e a s  

t h e  motor i n d k t r y  ag reed  t o  p& t h e  same " r a t e s  and e a r n i n g s "  as 
-- I 

%hose r u l i n g  i n ' t h e  d i s t r i c t .  I n i t i a l l s .  t h i s  meant labouy c o s t s *  

would be lower i n  t h e  new areas, if ' -new workers  cou ld  a d j u s t  t o  
e- 

t h e  r i g o u r  and monotony o f  motor f a k o r y  o ~ e r a t i o n s ,  
- - - -  

The t i o n  of t h e  motor i n d u s t r y ,  a l s o -  ha& consequences 

f o r  the su s o f  raw m a t e r F a l s a n d  p a r t s  t o  t h e  motor i n d u s t r y .  
.3 

The motor i n d u s t r y  had an  impor tan t  r o l e  i n  t h e  economy i n  final 

f a c t o r  demand. 67 The Zmvestment by t h e  motor m a n u f a c t u r e r s  in- 

duced f u r t h e r  i n d u s t r i a l  inves tment  by companies which were sup- 

0 l . 9  

1 , < ,  - * '- 
, .  . " 



4 

p l i e r s  t o  t h e  motor -ustry..+ The most impor tan t  and t h e  major L- 

F&&v F- 

p a r t  of t h i s  induced  inves tment  was t h e  d e c i s i a n  t o  b u i l d  a new , 
4 

s t e e l  m i l l  a t  t h e  spender  .work5 i n  Newport Wales ; and. t o '  ma$e 
.c r 1  

e x t e n s i o n s  t o  t h e  S c o t t i s h  s t e e l  .p lant  a t  ~ a v e n s c r a i ~  and t h e  
/ 

Welsh p l a n t  a t  P o r t  Tal-bot. ~has ' induced inves tmen t  w a s  e s t i k a t e d  . 
* - - - - 6 8  - -- -- 

t o  c o s t  on8 hundred and f i f t y  m i l l i o n  pound%' by 1965, n e a r l y  as - - - 
much a s  t h e  motor i n d u s t r y  in tqpged  t o  spend on exp&sion.  I n  

a d d i t i o n ,  P r e s s e d  S t e e l  p lanned t o  i r inrease  its ' c a p k c i t y  t o  pro- ' 

duce bod ies  by, f i f t y  p e r  cenv i n  o r d e r  t o  keep up w i t h  f o r e c a s t  

motor v e h i c l e  p r o d u c t i o n .  1n.accordance w i t h  government p o l i c y  

i t  planned a  major new p l a n t  f o r  c o n s t r u c t i o n  a t  Linwood i n  Scot-  
, 

land  as w e l l  a s  f acGor ies  at  Jar row and Swindon. 69 B b d i e s  f o r  
- .  

Rootes,  BMC and Standard-Triumph would be .produced and by 1962" ' 

*. expected  t o t a l  c a p a c i t y  was t o  be t h r e e  m i l l i o n .  

Struc. tufec The government 's  r e g i o n a l  p o l i c y  had a considep- 

a b l e  impact on t h e  l o c a t i o n  of  t h e  i n d u s t r y .  However, i t  f a i l e d  
, . 

t o  encourage i n d u s t r y  r a t i o n a l i s a t i o n .  .As a r e s u l t  of t h e  govern- 

ment ' s  f i n a n c i a l  i n c e n t i v e s ,  a l l . t h e  manufac turers  were encouraged 

t o  expand t o  t h e  new a r e a s .  

O v e r a l l ,  BMC planned t o  spend figarly f i f t y  m i l l i o n  pounds t o  
-- - 

i n c r e a s e  c a p a c i t y  t o  o v e r  'one m i l l i o n  u n i t s  i n  1962. The- Board 

- of Trade persuaded BH$ 3- S ~ f i S - o V i r T w e n t y  m i l l i o n  pounds B t  

p l a c e s  on t h e i r  l is t  o f  l ' l o c a t i o n s  w i t h  high unemployment." Com- 
A 

p f e t e l y  new f a c t o r i e s  were built i n  Sco t l and ,  WaZes. and on Mersey- - - 

4, e c r ,  
- .  

s i d e .  A 3 1  planned i n c ~ e a s e s  i n  BMCts l a b o u r  f o r c e  was f o r  t h e  new 
0 



-* ad-& ' -lo&- - - - 

- - - -  

J 5 

a r e a s .  The g b v d r G e n t  b e i d  f o r  t h e  new f a c t o r i e s 7 '  w h i l s t  BMC 
. L 

p a i d  f o r  t h e  equipment, 
+ 

t 

, ~ * 'j * fi -. 
Ford had made p l a n s  to- i n v e s t  seventy  m i l l i o n  pbunds whenv& 

, e  - met w i t h  t h e  B ~ a r t L ~ o f  Trade. 72  A s  a r e s ~ l t  of t h o s e  negotia, t i&s 
, . 

Ford .agreed t o  spend t h i r t y s i n i l l i o n  t o  b u i l d  "an i n t e -  
i 

g r a t e d  c a r  body p l a n f ,  i n c l u d i n g  s tamping,  body assembly, p a i n t ,  
* " 

- t r i m  and f i n a l  ak%&mbly o p e r a t i o n s  to employ about  e i g h t  thousand 

i n  t h e  p roduc t ion  of t w o  hundred t h m a n d  c a r s  a year" a t  Hale- 
-- 

wood, Liverpool .  'Whils t ,  f o r  Ford,  t h i s  p l a n t  w a s  not . ,Z ft'rst 
d 

choice  l o c a t i o n ,  i t  had c e r t a i n  b e g e f i t s .  F i r s t l y ,  i t  was &rge  
51 

enough t o  e x p l o i t  most A t e o h n i c a l ~ e c o n o m i e s  o f  s c a l e .  Secondly,  

Halewood i s  no t  f a r  from a s o u r c e  af s h e e t  s t e e l ;  i n  ne ighbour in& 

Cheshire ,  J .  Summers opqra ted  t h e  Shot ton  S t e e l  M i l l .  T h i r d l y ,  as 
f - - 

i n  t h e  case  w i t h  BMC, Ford was t o  g e t  government f i n a n c i a l  assis- 

t ance  and t h e  t r a d e  unions  agreed  t o  t h e  payment, i n i t i a l l y  anyway, 

o f .  l o c a l  wage r a t e s .  F i n a l l y ,  -Halewood is l o c a t e d  reasonab ly  c l o s e  

t o  t h e  major p a r t  of  t h e  home markzt,  t h e  s o u t h  e a i t  ' and Midlands. 

~ a u x h a l l  and ST1 were a l s o  induced . t o  expand t o  Merseyside., 
% 

Vauxhal l  b u i l t  an i n t e g r a t e d  commercial v e h i c l e  p l a n t  a t  El lesmerk 

Por t .  7 4   hey t h e n  c o n c e n t r a t e d  a l l  passenger  v e h i c l e  'p roduct ion  
- 

- - -  - -- - - 

a t  t h e i r  o r i g i n a l  Luton p l a n t .  STI b u i l t  , a  new 'body p l a n t  at.  
- ---- - - -- 

-Speke, n e a r  Liverpool .  1 

Rootes was t h e  las t  company among t h e  'Big F i v e 1  t o  announce 

I t s  expansion p l a n s .  By t h e  t ime  t h e y  made t h e i r  d e c i s i o n  t h e .  
' r 

i 

C - government had ,decided s u f f i c i e n t  development had'been announced 



-- - - --- -- -A t- 

* + :Y- & -1. 
' f o r  Merseyside and t h a t  f u r t h e r  p u b l i c  f i n a n c i a l  a s s i s t a n c e  would - 
n o t  p rov ide  much more b e n e f i t  t h e r e .  Accordingly,  Root.es dec ided  - 

, 4 9  .- 5. .6 . . 
'td b u i l d  a new i n t e g r a t e d  p l a n t  .at Linwood, n e a r  BMC's new S c o t t i s h  

p l a n t .  Amon-g t h e  two s p e c i a l i s t  companies, J a g u a r  avoided  t h e  

governmentls  r e l o c a t i o  oJ icy  b y  a shrewd t a k e o v e r  o f  Daimler, _ f 3 p  - 

75 
- - _ - - - - -- - - 

w h i l s t  Rover decided t o  b u i l d  a p l a n t  t o  produce t h e  aluminum. 

bodied Land Rover a t  Card i f f  i n  South wales;  i r o n i c a l l y , .  f o r  t h i s  

w a s  n e a r ' t h e  s t e e l  m i l l s .  . . 

The r e l o c a t i o n  o f  t h e  motor i n d u s t r y 1  s expansion p l a n s  ha'd 

n e g a t i v e  e f f e c t s  on t h e i r  c o s t s .  ~ h i b  was r e f l e c t e d - i n  t h a t  t h e  

government l s f i n a n c i a l  i n c e n t i v e s  were inadequa te  -to induce  r e -  
4 

loca t ion:  The government had t o  r e f u s e  t o  g r a n t  development cer -  
@ 

t i f i c a t e s  i n  t h e  t r a d i t i o n a l  a r e a s .  I n  a d d i t i o n ,  most of t h e  - 

f i r m s  had t h e i r  o r i g i n a l  reg iona;  l o c a t i o n  p l a n s  r e j e c t k d .  76 This  

i m p l i e s  t h e  i n d u s t r y  b e l i e v e d  t h e  p lan t s -would  have had lower c o s t s  
" .  

s i t u a t e d  e lsewhere .  , . 

Conduct : It i s  u n l i k e l y  t h a t  t h e  p o l i c y  

had a major  impact on firm conduct.  

Performance : The government s\ l o c a l  employment p o l i c y  fn- 
? 

valved a c l e a r  t r a d e - o f f  between o v e r a l l  economic g o a l s .  The 
- - - - -- - - 

g o v e r v e n t  was p r e p a r e d  t o  t r a d e - o f f  " e f f i c i e n c y  i n  t h e  i n t e r n a t i o n -  
Z I - -  - - d 

a l l y  ' h i g h l y  compe t i t ive  motor i n d u s t r y  f o r  a l q w e r  unernploym&nt . 
8 

- 
i 
i 

r a t e .  5 
% 

Reloca t ion  i n c r e a s e d  c o i t  s. ~ h e ' m a r h f a c t u r e r s  r e l u c t a n c e  
I 

t o  r e l o c a t e  r e f l e c t e d  t h i s ;  No d a t a  a r e  ava ' i l ab le  t b  measure t h e  
> * 

j 
- *  

6 



: 
e f f e c t s  of  r e l o c a t i o n  on ' c o s t s .  H'owever, some comments -can be e' 

made. Merseyside, w a s  n a t  very f a r  from s u p p l i e s  of  s h e e t  s t e e l ,  ' ' . .  
I* 'i 

'3 

from t h e  component s u p p l i e r s  i n  t h e  Midlands,  o r  from t h e  major 
v 

d o *  

p a r t  of  t h e  home market .  7 8  Therefor-e,  whkn Vauxhal l  and Ford 
C 

b u i l t  aompletely i n t e g r a t e d  p l a n t s  on Merseyside - a n e t  - co.st - penal -  - 

* t i e s  were probably n o t  very great. The ST1 move t o  Speke must 

have added t o  t h e i r  c b s t s .  STI1s  t o t a l  ou tpu t  even from a ;ingle 
2~ 

p l a n t  w a s  c l e a r l y  t o o  small t o  e x p l o i t  b o t k n t i a l - e c o n o m i e s  o f '  

s c a l e  . 7 9 -   dotes was p rpbab ly  t h e  worst  ; a f f e c t e d .  Although t h e  
. . 

4 new- Linwood p l a n t  in Sco t l and  w a s  f u l l y  i n t e g r a t e d ,  Rootes ,  l i k e  

S T I ,  was t o o  small t o  f u l l y  e x p l o i t , ; . ~ v a i l a b l e  ecqnomies of s c a l e .  

Furthermore,  t h e  Linwood p l a n t  w a s  a c o n s i d e r a b l e  dis lmnce from 

t h e  major  components s u p p l i e r s ,  and t h e  bu lk  o f  t h e  home market.  

However, f u r t h e r  m i s a l l o c a t i o n  o f  r e s o u r c e s  w a s  g e n e r a t e d  by 

t h e  f a c t  t h a t  t h e  government only  r e d i r e g t e d  inves tmen t .  It f a i l e d .  

t o  c o o r d i n a t e  i t .  A l l  t h e  new inves tment  wbich t e  government '  d 
channe l l ed  t o  t h e  a r e a s  o f  h igh  unemployment had a s i g n i f i c a n t  

-\ 

e f f e c t  dn c a p a c i t y .  I n  1960  c a p a c i t y  w a s  a h t t l e  over  two m i l l i o n .  
1 

I n  1962 i t  was almost  t h r e e  m i l l i o n  'with n e a r l y  .one q u a r t e r  pro- 
. , - '80 duced on Merseyside .and i n  Sco t l and .  Much o f  t h i s  inves tment  

- - - 

was made by 'the manufac turers  on t h e  assumption t h a t  i t  would h e l p  
- n - -- - 

them i n c r e a s e  t h e i r  market s h a r e s . 8 1  Obviously t h e y  could  n o t  a l l  - 3 %  

i n c r e a s e  a r k e t  s h a r e s .  Government p o l i c y  encouraged overexpan- 
I j s  

s i o n .  
e 

// - For  exarpple, - t h e  ~doAornis t  no ted  t h a t  s i n c e  1955 home demand 
a *-  



- 

= had grown at  an average  r a t e  of seven p e r  c e n t  p e r  annum. 82 If 
-. 

t h i s  r a t e  were t o  c o n t i n u e - a n d  e x p o r t s  were t o . r i s e v b - y t w e n t y  p e r .  
- ,  "r 

c e n t ,  s a l e s  i n  1963 would have been one and a h a l f  m i l l i b n ,  - o r  

about  s i x t y  p e r  cen t  of  c g p a c i t y .  A t  t h a t  t ime B r i t a i n  w a s  nego- 

t i a t i n g  t o  j o i n  t h e  European Economic Community and t h e  govern- 

ment i m p l i c t t l y  sugges ted  t h a t  i t  was h e r e  t h a t  a d d i t i o n a l  salxs 
t 

would be'made, f o r  i t s  own comments on t h e  home market d i d - n o t  
b 

sugges t  much growth w a s  hoped f o r  t h e r e .  M r .  Maudling s a i d ,  
--- 

"No one i s  expec t ing  t o  s e e  i n  t h e  60s t h e  e l e v e n ,  twelve 

o r  t h i r t e e n  p e r  c e n t  annual  i n c r e a s e  i n  p r o d u c t i o n  which we 

rr 83 saw i n  t h e  l a t e  1950s. . 

S i m i l a r l y ,  t h e  P r e s i d e n t  bf t h e  Board o f  T ~ a d e  t o l d  t h e  motor 

'% 
i n d u s t r y  t o  expect  a r a t e  of i n c r e a s e  i n  o u t p u t  approximate ly  t h e  

Q 
same as the .  r e s t  of  i n d u s t r y .  

t ,  

84 And w h i l s t  M r . *  E r r o l 1  a l s o  s a i d  
.3 

t h a t  he saw, i n  r e g a r d  t o  t b e  motor i n d u s t r y ,  

. *  "no reason  why we should  n o t  g e t  an  i n c r e a s i n g  s h a r e  of t h e  

expanding .markets o f  Europe", 85 

th&s viewpoint  must have been madeon t h e  premise  t h a t  B r i t a i n  . . -. - 
k 

would j o i n  t h b  ~ u r o ~ e a n  Economic C.onmunity. For  on t h e  1st January ,  

1961 t h e  f i r s t ' e x t e r n a l  t a r i f f  by t h e  community was t o  .come i n t o  

e f f e c t .  A s  a r e s u l t  B r i t a i n  w w l d  pay 1.4-8 p e r  ce-n-k v e r s u s  11.9 ' 8  

a, 
p e r  c e n t  f o r  members of ~ h c x x m m u n i ~  lmAmpoz t s toGermany;  34.0 

p e r  c e n t  v e r s u s  16.8 p e r  .cent i n t o  t h e  Benelux c o u n t r i e s ;  29.0 p e r  

' c e n t  v e r s u s  21.0 p e r  c e n t  i n t o  France  and 38..5 der cent v e r s u s  - 

31:5 p e r  'cent i n t o  I t a l y .  - 



B 
Indeed t h e  assumption i n  1960 t h a t  e x p p r t s  would r i s e  

, Y 

\ 

c i a b l y  i n  t h e  f u t u r e  w a s  h i g h l y  q u e s t i o n a b l e .  I n  Canada new i m -  
f 

p o r t  r $ s t r i c t i o n s  had been imposed, w h i l s t  i n  t h e  b n i t e d  S t a t e s  

t h e  s u c c e s s  o f+European  impor ts  had caused t h e  Uni ted  ' s t a t e s  manu- 

f a c t u r e r s  t o  i n t r / d u c e  compact models. Both t h e  government and f - 
t h e  i n d u s t r y  r evea l& n o t a b l e  optimism, o r  r e c k l e s s n e s s ,  wim -- . 

p u b l i c  money, i n  t h e  e f f o r t s  made t o  i n c r e a s e  c a p a c i t y  i n  t h e  
f 

i n d u s t r y .  
r- \ A major  e f f e c t  o f  t h e  r e l o c a t i o n  on performance was' t h e  nega- 

t i v e  e f f e c t  on t h e  a l l o c a t i o n  o f  r e s o u r c e s .  It a l s o  a f f e c t e d  em- 

ployment,, e q u i t y ,  p r o g r e s s  and t h e  ba lance  o f  payments. T h e ' i m ~ a c t  , 

on employment and e q u i t y  was p o s i t i v e .  Over f i f t y  thousand new 

0 j obs  were c r e a t e d  i n  t h e  motbr i n d u s t r y  as w e l l  &s a s t i m u l u s  giye?"' 

t o  t h e  l o c a l  economies. This. s t i m u l u s  he lped  t o  r educe  t h e  gif- 
t 

f e r e n t i a l  i n  l i v i n g  s tand%rds  between t h e  a r e a s  of h i g h  unemploy- , 

* ment and t h e  more a r f l u e n t  r e g i o n s  o f  B r i t a i n .  The . e f f e c t  on t h e  

ba lance  of payments was n e g a t i v e .  I n c r e a s e d  c o s t s  meant B r i t i s h  i 
/ 

c a r s  were l e s s  compe t i t ive  i n  e x p o r t  markets .  

-r ROADS POLICY, 1953-60 - 

I n  t h e  p r e v i o u s  c h a p t e r  i t  w a s  argued t h a t  t h e  r o a d s  system 
- 

was an impor tan t  ef-fect  on t h e  motor i n d u s t r y .  It can prov ide  an 

e v e n t u a l  s a t u r a t i o n  p o i n t  86 can in ' f luence  designs. 

Between 1953 and 1960 t h e  roads  .system cont inued t o  r e c e i v e  low - 

- ,p r iors ty  f o r  government expend i tu res ;  I n  1960, t h e  M i n i s t e r  of 
,- + = 

T r a n s p o r t ,  M r .  E r n e s t  Marples,  was asked t p  compare road expendi- 
* - -  , 



% 0 

t u r e s  over  t h e  p r e v i o u s  twenty y e a r s .  87 I n  1938-39 f i f t y - o n e  
- B 

m i l l i o n  pounds had been spent.: i n  1951-52 f i f t g - s e v e n .  mi . l l ion 
5 

pounds;>*in 1958-59, seven ty - f ive  m i l l i o n  pounds. I n  r e a l  terms 
a 

4 88 e x p e n d i t u r e s  had more t h a n  ha lved .  

N e v e r t h e l e s s ,  some .changes we& made i n  r o a d  t r a n s p o r t  policy, .  
* - - - - - -  

By t h e  m i d - a f t i e s  s o c i e t y  found i t  l e s s  easy  t o  absorb  t h e  p a r .  

The ~ c o n o m i s t  89 comment'id, 'I. . . t h e  road  v e h i c l e  p o p u l a t i o n  may be 

expected  t o  grow a t  t h e  rate  of h a l f  a m i l l i o n  v e h i c l e s  a year, 
e 
adding inexorab ly  t o  t r a f f i c  conges t ion ."  The r o a d  system d i d  n o t a s  

appear  - t o  a c t  a s  a  c o n s t r a i n t  on c a r  demand. Perhaps t h e r e  was 

no s a t u r a t i o n  p o i n t .  I n  1 9 5 6 t h e  T r a f f i c  Act al lowed t h e  speed - 

l i m i t  on some urban roads  t o  be r a i s e d  t o  f o r t y  m i l e s  p e r  hour  

and p e r m i t t e d  p a r k i n g  meters  t o  be used t o  c o n t r b l  p a r k i n g .  I n  

.recognition of t h e  i n c r e a s e d  importance of t h e  r o a d s  t h e  Min i s t ry  
V 

o f  T r a n s p o r t  was ' r eo rgan i sed  i n  1959. C i u l l  a v i a t i o n  was g iven  
4 I+'- 

i t s  own M i n i s t r y ,  s o  a l lowing  t h e  M i n i s t r y  o f  'Pr;ansport t o  em- 

p h a s i s e  r o a d s  p o l i c y .  In.1960 t h e  Road T r a f f i c  and Roads Improve- 

ment Act was passed .  This  g a v k h e  ~ i n i s t e r  a d d i t i o n a l  powers t o  

i n t r o d u c e  new t r a f f i c  schemes. k? 
However, d u r i n g  t h e  f i f t i e s ,  roads  p o l i c y  ach ieved  l i t t l e .  

t 

By 1960 about  two hundred m i l e s  of  motorwaf-had been b u i l t *  Main- 

tenance  and minor IrQ7FoveemefiCs had absorbed t h e  r e s t  of t h  

r o a d s  budget .  

Bas ic  c o n d i t i o n s :  The poor  roads  of Byteain 

demand. Poor roads  crea t ,ed  a d i s i n c e n t i v e  t o  t h e  i n d u s t r y  



produce d e s i g n s  s u i t a b l e  f o r  over seas .  Con'Sequently , overseas  

demand was l e s s  t h a n  i t > w o u l d  h a  -9 e  been i f  ~ r i $ i s h  c a r s  had been --. 5 
appi;bpriate f o r  over seas ,  condi  ~ u r t h e r m o r e ;  t o a t h e  e x t e n t  * 

? 

t h a t  B r i t i s h  r o a d s  were overcrowded, a d i s i n c e n t i v e  t o  home demand 

was c r e a t e d .  Thus t h e  r a t e  of  growth of demand w a s  reduced.  
- - A - - - - - 

S t r u c t u r e :  Poor roads  had no c l e a r  e f f e c t  on i n d u s t r y  s t r u c -  

t u r e .  
* .  

Conduct: B r i t a i n ' s  poor roads n e c e s s i t a t e d  s p e c i a l  designs. 
. I 

For example, t h e  new small carsg1 of  1959 had e x c e l l e n t  manoeuvkr- 

a b i l i t y  and t o p  g e a r  f l e x i b i l i t y .  They d i d  n o t  have t h e  same 

a b i l i t y  f o r  s u s t a i n e d  h igh  speed c r u i s i n g  as a Volkswagen. Rgsearch 
r 

and i n n o v a t i o n  i n  t h e  i 'ndustry had been d i r e c t e d  towards B r i t a i n ' s  
t 

s p e c i a l  needs.  % 

Performance: B r i t a i n ' s  inadequa te  r o a d s  h a n d i c a p p e d d h e  
<- 

a b i l i t y  of t h e  motor i n d u s t r y  t o  c o n t r i b u t e  t o  t h e  b a l a n c e  o  
- 

ments.  

LABOUR RELATIONS POLICY, 1953-60 

Between 1953 and 1960 t h e  i t s  . p o l i c y  of 

g e n e r a l  n e n - i n t e r f e r e n c e  i n  p r o c e s s J  

S t i l l ,  government p o l i c y  had] a s t r o n g  i n f l u e n c e  on motor i n d u s t r y  

l a b o u r  r e l a t i o n s .  F i r s t l y  , government regulatoryrpolicypiiffe.cted - 

- 

--/ - 

Iabouy r e f a t T o w ,  onceexcess -demand  came t o  an  end i n  lY5.3. 

Secondly,  t h e  gove-&sylt cont inued i t s  p o l i c y  o f  s e t t i n g  up a  - .  - 
t of  I n q u i r y  when t h e  i n t i u s t r i a l  democxatic p r o c e s s  BroSte aown. 

F i g u r e  5 shows t h e  i n v e r s e  r e l a t i o h s h i p  b e t w e e n - s t r i k e  a c t i -  

6 6 

+ .  
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Aty &d prqduc t ion .  q2 By u s i n g  t h e  motor i n d u s t r y  as a g e n e r a l  
- ,  

ecdriornic r e $ u l a t o r  t h e  goGerr-&ent calised c o n s i d e r a 3 l e  f l u c t u a t i o n s  

i n  -pro@-ictlon which aggrava ted  l a b o u r  r e l a t i o n s .  The government 

d id  n o t  appear  aware- Bhat r e g u l a t o r y  p o l i c y  impl ied  a l a b o u r  r e -  

l a t i o n s  .po l i cy .  For  example, i n - i g 5 6  BMC had t o  l a y  o f f  one 
I - -  - - - - - -- - - - -  

. worke r  i n  every  e i g h t  w i t h  no redundancy p a y .  The Times c a l l e d  
# 

B ~ C  a c t i o n  " u r $ u s t i f i e d  and i n  a l e t t e r  t o  t h a t  

n-r, a Consewatfve H . P . ,  &r%fn W n d s a y j  wroteg4 t o  say  BmCts 
B 

= a c t i o n ;  *"&ffrodted everyone who h a s  a  fundamental  b e l i e f  i n  t h e  . 
* 

decenc ies  and d i g n i t y  o f  mant'. The Economist r e p o r t e d g 5  t h a t  

Sir Anthony  den, t h e  Prime M i n i s t e r ,  "nodded v i g o r o u s l y "  when 

'.Labour members . c r i t i c i zed  BMC a c t i o n .  The Conse rva t ive  govern- 

ment-seemed unaware o f  t h e i r  r o l e  i n  caus ing  BMC's d e c i s i o n ,  

however a r k q g a n t l y  BMC handled t h e  m a t t e r .  The New Statesman d i d  

not ~ i s s  t h e  r e l a t i o n s h i p  between t h e  c r i s i s  and government p o l i c y ,  

96 w?,i.ich, it s a i d ,  had f a i l e d  t o  impose any plannirlg on t h e  i n -  

dustry, abandoned any p r e s s u r e  t o  induce  t h e  i n d u s t r y  ' t o  expor t  - 
m.d had tarnely p e r m i t t e d  t h e  manufac turers  t o  r a i d  . the  ' s o f t  home 

narke- . . , 

lnly one Court>iry was s e t  up between 1953 anh 1960. 
- - ---- -- - 

-- -- 

- - 

The sfrike involved stemmed from t h e  govermmentfs r e g u l a t o r y  - 

policy which n e c e s s i t a t e d  redundanc ies  a t  Ford ' s  Briggs body t f 
I 

p l a n t  l a t e  i n  1956. The e s s e n c e  o f  t h e . s t r i k e  concerned t h e  r o l e  3 
- -- - - - 

. 1+ r 
o f  shop s tewards  i n  t h e  p l a n t s ;  A t  t h e  c e n t r e  of iG " b e l l r i n g e r t l '  4 

S i s p i l t e  was a M r .  McLaughlin, chairman of  an " , ~ ~ , f f i c i a l "  shop 



committee. , When Ford announcedredundanc ies ,  h i s  shop passed  a 

r e s o l u t i o n  - c a l l i n g  f o r  an' immediate meet ing if anyone i n  h i s  
i 

shop was d i smissed  o r  made redundant .  I n  January  1957, two shop 

s tewards  i & ~ c L a u g h l i n  ' s  shop were d i s c i p l i n e d  f o r  unau thor i sed  

absehce from work. I n  d i r e c t  c o n t r a d i c t i o n  o f  t h e  shop foreman, 
- - - 

McLaughlin immediately c a l l e d  f o r  a s toppage  of work. For  t h i s  
4 

a c t i o n ,  McLaughlin w a s  f i r e d  and a s t r i k e  was c a l l e d .  

The Court of  I n q u i r y  found that ~ c ~ a u ~ h l i n  had been J u s t i f i -  

ab ly  d ismissed .  Ford had p u b l i c i s e d  t h e i r  i n t e n t i o n  t o  d i s c i p l i n e  

b reaches  o f  procedure .  McLaughlin w a s  n o t  a  scapegoat ,  as t h e  

union claimed.  
. . 

The Court of I n q u i r y  . a l so  examined t h e  h i s t o r y  of l abour  - .  
r e l a t i o n s  a t  Ford.  It found t h a t  beneath  t h e  ~ c ~ a u ~ h l l n  i n c i d e n t  

l a y  m a t t e r s  of a more g e n e r a l  nature: . F i r s t l y ,  F o r d ' s  procedure  

t~ curb  unofficial s t o p p a g e s  d i d  n o t  work. Secondly,  t h e r e  was 
J 

d 

much i l l - w i l l  between management and l a b o u r .  The Xour t  found 

m e e t  i o n  of' t h e  shop s t ewards  o r g a n l s a t i o n  &as l a r g e l y  

r e s p o n s i b l e  f o r  Lhe ill f e e l i n g .  ~ b i r d l y ,  t h e  e x i s t e n c e  of ah .A! . . , - 1 .  u n c o n t r o l l e d  shop s t e w a r d s q  . o r g a n i s a t i o n  was u n d e s i r a b l e  from 
t c  . 

, .  t h e  un ions1  and management's viewpoint .  , 
, , 

An a n a l y s i s  of l a b o u r  r e l a t i o n s  between 1953, and 1.960 f i n d s  ' - 

an i n d u s t r i a l  r e l a t i o n s  system t h a t  was u n s u i t a b l e  f o r  the motor 
* '  , 

i n d u s t r y  .' The government w a s  p a r t l y  ye-sponsib'le -for t h i s g 7  I n  
/ 

a d d i t i o n ,  .government r e g u l a t o r y  d u r i n g  this p e r i o d - c r e a t e d  

. .  a d d i t i o n a l  p.&ssures and i n s e c u r i t j ,  i h i c h  t h e  i n d u s t r i a l  r e l a t i o n s  . . i'L _ 
* < 

- - .  



z. ir . + 

- - 

f 

- 

-114- -- -- - - -- - -- 

I 
system could  ~ o t  handle .  Consequently,  a f t e r  t h e  end o f  excesg- 

F 

demand i n  1953, develppments occur red  which- gave t h e  'motor , 2n- 

d u s t r y  a r e p u t a t i o n  f o r  l a b o u r  problems. 
. 

Bas ic  c o n d i t i o n s  :,. The major  e f f e c t  o f  government ' labou? ' re-  

l a t i o n s  p o l i c y  was on t h e  b a s i c  c o n d i t r o n s  of supply  i n  t h e  motor - 

i n d u s t r y .  F i r s t l y  , t h e  a t t i t u d e .  of c o n f r o n t a t i o n  between manage- - - 

ment and l abour  c r e a t e d  a n  i n f l e x i b l e ,  and t h e r e f o r e  i n e f f i c i e n t  

workforce.  Secondly,  poor  l a b o u r  r e l a t i o n s  r e t a r d e d  t echna log i -  _ + - 

c a l  advance i n  t h e  motor i n d u s t r y .  . , 

c l a c k  has  w r i t t e n  ". y.automation has  on ly  been a d i r e c t  cause  

. of c o n f l i c t  where i t  h a s  l e d  t o  redundancy: and redundancy has  

caused c o n f l i c t  whether o r  n o t  i t  h a s  been a s s o c i a t e d  wi th  auto-  

mat ion .  But a l though  automation has  i n  f a c t  seldom caused unem- 

ployment, f e a r  o f  i t s  labour-saving  p o t e n t i a l  may w e l l  have added, 

dur ing  t h e  middle 1950s a t  any r a t e ,  t o  f e e l i n g s  of i n s e c u r i t y  

o r i g i n a l l y  d e r i v e d  from the-p.re-war p a t t e r n  of large s e a s o n a l  

v a r i a t i o n s  i n  employment. .... It i s  t h e r e f o r e  n o t  s u r p r i s i n g  

t h a t  many were s t i l l  i n c l i n e d  t o  s u b s c r i b e  t o  t h e  view tha-t  au to-  

mation l e a d s  t o  redundancy. ,,98 % 

< The only  s t r i k e  d i r e c t l y  c a u s e d ' b y  automation i n  t h e  B r i t i s h  

-- 

p l a n t s  w a s  t h a t  a t  S tandard  i n  1956. I n  -1956 S t a n d a r d , w h o - h a d  - 
I 

a good r e c o r d  as 3ii e m p l o i e r , p l a n n e d  to r e L t o o l  t h e  t r a c t o F  p l a n t .  

To avo id  l ay -o f f s  t h e  p lanned t o  do t h i s  i n  t h e  summer when-motor {- 
c a r  demand- i s  u s u a l l y  at a peak-. They wouId then.-be able t o  ab- 

s o r b  t h e  unneeded t r a c t o r w o r k e r s i n t o  t h e  c a r  p l a n t .  Unfortun- 



* a t e l y ,  t h a t  summer, t h e *  expected  peak i n  demand never  m a t e r i a l i s e d  

because  t h e  government i n t r o d u c e d  a c r e d i t  squeeze  a t  t h e  same 
t 

t i m e  t h a t  ove r seas  s a l e s  d e c l i n e d .  s t a n d a r d  had no a l t e r n a t i v e  , 

but  t o  l a y  o f f  3',500 men as redundant .  
8- 

1 -. 
C ' 

Standard  had a l r e a d y  moved t o  . a  t h r e e  day week and it-was - -  
* - 

t 
: f e l t g 9  had only kep t  t h e  p l a n t  running  f o r  t h e  b e n e f i t  o f  t h e  

workers.  The two l a r g e s t  unions  a t  Standard ,  t h e  T r a n s g p r t a n d  
- - 

- General  Workers Union and t h e  hmalgamated Engineers  Union, had 

accep ted  t h a t  f o r  r easons  l a r g e l y  beyond S t a n d a r d ' s  c o n t r o l ,  
1 

namely t h e  government 's  c r e d i t  squeeze,  n o t  a l l  could  work. The 

Communist dominated E l e c t r i c i a n s  Trade Union had a Shop Steward ' s  

L i a i s o n  Committee a t  S tandard  and they  passed  a r e s o l u t i o n  t h a t  
. , 

no l a b o u r  s a v i n g  m a c h h e s  shou ld  be a l lowed  t o  r e p l & e  l a b o u r .  

and c a l l e d  f o r  a  s t r i k e .  The reso . lu t ion  w a s  a l o n g  t h e  ~ o m m u n i s ~  

P a r t y  l i n e .  The appea l  f o r  a s t r i k e  p u t  t h e  o t h e r  unions of a  

more n o d e r a t e  approach i n  a quandry. They knew t h a t  t h e ' r e s o l u -  .- 
\ = 

t i o n ,  i n  a h i g h l y  compe t i t ive  i h d u s t r y ,  ' was " s h e e r  madnesstf but  , " 
r 

d e c i d e d e t o  recogn i se  t h e  s t r i k e  o u t  of  t h e  f e a r .  t h a  

i n  t h e  f a c e  of redundancies ,  would d r i v e  more . e 

1 0 0  munis t s .  - 

S t r u c t u r e :  Poor l a b o u r  r e l a t i o r k  r a i s e d  

i n d u s t r y .  

workers t o  t h e  Corn- 

c o s t s  t o m  t h e  m o t ~ ;  

Conduct : poor  l a b o u r  r e l a t i o n s  worked- a g a i n s t  r e s e a r c h  and 

i n n o v a t i o n ,  and t h e  development of' new models. 



Performance: Poor l a b o u r  r e l a t i o n s  dec reased  .product ive  
* ). 

e f f i c i e n c y  and slowed p r o g r e s s .  Regulatory p o l i c y  added t? t h e  

i n s t a b i l i t y  o f  employment w i t h i n  t h e  i n d u s t r y .  S t r i k e s  meant , t h a t  

c a r s  f ~ r ~ e x p o r t  were l o s t .  I11 f e e l i n g  arnbngst t h e  work o r c e  > 
d e t r a c t e d  from produc t  q u a l i t y .  " A s  a r e s u l t ,  o v e r s e a s  demand was 

reduced and tfie ba lance  o f  payments ( s u f f e r r e d .  
0 



CHAPTER 5 ,  1961-69 

REGULATORY POLICY, 1961-69 

d By 1961 the  Conservative government had become more 
L 

i n t e r y e n i o n i s t  i n  the  economy. To carry out  i t s  purpose t h e  - - -- - 

> .  National  Economic Development Council ( N E D C )  was s e t  up. Mdde 

up of members of t he  government, i n d u s t r y  and t h e  unions ,  t he  
t - - 

Chancellor o f  t h e  Exchequer hoped i t  would achieve,  "a b e t t e r  
1 
I 

coord ina t ion  of  idea-s and plansn.  I n  1963 the  NEDC published 
3 

Growth of  t h e  U.K.  Economy t o  1966. This  document at tempted 

t o  a s c e r t a i n  t he  e f f e c t s  of  a four  per cen t  economic growth 

r a t e  i n  t he  fo l lowing years .  

7 4 , w  
Late i n  1964 a new Labour government came . to power. - The 

economy had not  followed t h e  NEDC plan. The new government 

began work on a more ambit ious National Plan. This  involved 

considerably  more government* involvement. i n  the  economy. New' 

government bodies  were s e t  up. These included a Min i s t ry  of 
. > 

Technology, a Department of Economic Affairs, a Nat ional  Board 
@ 

f o r  P r i c e s  and Incomes, an  I n d u s t r i a l  Reorganisa t ion Corpora- 

- t i o n  (IRC ) ,  Regional Economic Councils and Economic Development 
~~~~~~ 

Councils .  The National  Plan hoped t o  overcome the problems of 

tlstop-go" p o l i c i e s .  It s e t  a goa l  of a twenty-five rjer cen t  

i nc rease  i n  g r o s s  n a t i o n a l  product by 1970.~ 



7 

- -- - - 
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The problem with both t h e s e  plans  wa,s t h a t  n e i t h e r  

r e a l l y  p o v i d e d  a solutl 'on t o  the  balance o f  paymehts p r a l e m s  ' 

4 
which had plagued the  country  s ince  1945. I n  J u l y  1966,~ the '  ., 

government s a c r i f i c e d  the  growth goal of  t he  Nat ional  Plan whed 
9 ' *  

- it int roduced d e f l a t i o n a r y  measures t o  d e a l  wi th  .,the %lance- qt2 - - - - - -  
/ I 

payments. One a u t h o r i t y  has suggestetl t h a t  B r i t a i n  had been i n  
Z .  
/ 

a ~f~ndamentaldisequilibrium,~ because of  a n  overvalued 

pound, s i n c e  the  l a t e  f i f t i e s .  Up u n t i l  1967, B r i t i s h  govern- 

ments sought t o  mainta in  t he  p a r i t y  of t h e  pound t o  t h e  d e t r i -  
4 

ment of o the r  p o l i c y  g o a l s .  l k e n  deva lua t ion  d i d  occur i n  1967, 

it was of  t he  o r d e r  of- f i f t e e n  per cent . '  Th5s r equ i r ed  a con- 
6 

s i d e r a b l e  t r a n s f e r  of resources  t o  the balance of  payments. 

There were i n c r e a s e s .  i n  ' t a x a t i o n ,  c u t s  i n  pub l i c  expendi tu res ,  

monetary r e s t r a i n t  and wage and p r i c e  con t ro l s .  S t i l l ,  t he  
I rr. 

measures taken i n  ~ritain%f% inadequate,  r e q u i r i n g  f u r t h e r  
B 

tough budgets  i n  1968 and 1969. 

For the/ad2or i n d u s t r y  <he governmentt s i n t e r v e n t i o n i s t  

s p i r i t  of t he  ' s i x t i e s  made. t h ings  more ' d i f f i c u l t .  Government 
5 

determinat ion t o  make t h e  p lans  wor e couraged longer  per iods  t " - -  - - 

of wgoyt economic p o l i c i e s  i n  t he  e a  l y  sixties- -medwstopv 

p o l i c i e s  became -; i n  the  l a t e r  s ix t ies ,  t h e s e  l a s t e d  

loege r  too .  Since the  plans  introduced no new p o l i c y  t o o l s ,  

the  governatent eoritiriuext to nse rmmetary. and f i s c a l  poIicy t o  

c o n t r o l  aggregate  demand. I n  the  , s i x t i e s ,  the  motor i ndus t ry  

continued t o  be very  s e n s i t i v e  t o  t hese  weapons. 



Ta6les 7 and 8 and Pigwe 6 show the  genkral  t rend i n  , 

6 

h i r e  purchase r a t e s ,  t axes  and production. Bas ica l ly ,  between 
\ 

1962 and 1964, the  motor indus t ry  experienced - rap id  grow*, 
* 

then from 1965 t o  1 9 6 9 " i t  ghowed a gradual dec l ine  h d e r  the  , 
% 

.. c 

government s "s&opir po l i c i e s .  Over the decade, the& has a . 
> .  3 ;* 

s l i g h t  increase i n  production, home registr%t ' ions and exports .  
L 2  - 

1961 was the  worst year f o r  the motor indus t ry  s i n ~ e  the  
I 

8 
Suez c r i s i s .  I n  the new year the  indus t ry  operated a t  f o r t y  

- 9 
per cent capacity.  . The government relaxed h i r e  purchase re-  

quirements t o  g ive  the  indus t ry  some r e l i e f .  However, i n  the  

summer, poor balance of payment f i g u r e s  forced t h e  government 
10  

t o  introduce a temporary surcharge , t o  t i g h t e n  c r e d i t  res-  

t r i c t i o n s  and t o  introduce a wage freeze.  It was very ap- 
4 

parent t h a t ,  I t . .  . demand f o r  motor ca r s  i n  B r i t a i n  ( w e )  
11 . . 

cyc l i ca l  with the  rhythm conducted by the  government' ... Is . 
By the end ._ of 1961, production w a s  a t  an annual r a t e  of ha l f  a 

J i mill ion u n i t s  a year ,  as a r e s u l t  -of government r e s t r i c t i o n s .  
% 

' d 
A t  the  same time, t o t a l  capaci ty  i n  the indus t ry  was being 

increased t o  th ree  m i l l i o n , u n i t s  a year, a s  a r e s u l t  of the  

i n c e n t i ~ ~ s  of the  l o c a l  employment policy.  

-- -- 

1 n 1962, a t h r e e  y e a r  b o w i n  t2ie %6tor-Linbustry began. 
12 

- A revtvakuf exportb+kets axdrart-ncrease i n  consumer con- 
13 

f idence enabled t h e  m&or industry t o  increase  production. 



H i r e  P u r c h a s e  R e s t r i c t i o ~ s  1945-75 
-., 

x .  

L 

I n t r o B u c e d -  - . . , I H n .  D e p o s i t  " ~ a a :  ~ k i a j r m e n t  
i / ;+ , a ( % >  9 

, . .. p e r i d  , 

: ' F e b r u a r y  1952 33 
J u l y -  1954 
F e b r u a r y  . l 9 5 5  

J u l y  1355 
F e b r u a r y  1956  Y 

A p r i l  1960 

J a n u a r y  1 9 6 1  
J u n e  1965 

J u l y  1965  ' 

F e b r u a r y  1966 

J u l y  1966 

, J u n e  1967'' 
August  1967  
J u l y  -1968 

May 1 9 7 1  
Augus t  1 9 7 3  

t l  

HP I n f o  L t d . ,  1 9 7 5 .  S o u r c e :  



# PurchAGe 
/ ,* - i n  t h e  

- 4  

4 

s ,  " 
% " . " 

, ", ~ a k e  

" October  1940 

Rate  ~ 

changed t o  
June  1947 
A p r i l  1950 
Apri l  1951 

A p r i l  1953 
October  1 9 5 5  
A p r i l  1959 
J u l y  1961 
A 1962 
povember .1962 
&.ly 1966 
~ $ % h  1968 
November 196 8 
~ u l y '  1971 
Narch 1972 

A p r i l  1973 

o v e r  + 1 ,000 .  

- - 1 ' 
*on.ly on' c a r s  c o s t i n g  

tV.A.T. i n t r o d u c e d  

- - - 

Source:  SMMT, 
s e l e c t e d  

The Motor I n d u s t r y  o f  Great B r i t a i n ,  - 

y e a r s .  
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As expar t s  increased,  the  balanceq of p a - ~ e n t s  improved. The 
2 2 

r- . I .  

'5 

governmentA f e l t  ab le  t o  remove the purchase t a x  surcharge aod' 

lower purchase t ax .  Then, i n  November 196% the  Chancellor 
2, 

of the Exchequer, M r .  Maudling, decided t o  make a dash f o r  

growth. . He argue.d t h a t  i f  a l l  r e s t r a i n t s  b n  thk? economy were , . 
$ 

l i f t e d ,  an i n i t i a l  worsening of theg  balance of payments would 
- - -- 

occur. La ter ,  expor ts  would begin t o  r i s e  and the  balance of '  
14  / - 

payments would moye i n t o  equil ibrium . A s  ~a'rt of  t h i s  plan, A . 

- p-yrchase ta,x on c a r s  was cut  from f o r t y - f i v e  per  cent ,  to twenty- - - 

1 5  
f i v e  per cent, a r a t e  comparable t o  o the r  Eliropean countr iesr  . - 

, - 

The r e l a x a t i o n  on home s a l e s  coincided with a motor boom i n  - 
& 

Europe and a r e v i v a l  of s a l e s  t o  the  United S t a t e s .  .By the  

end of 1963 the  indus t ry  was working a t  capaci ty .  
"r 

By the l a t e  summer of 1964, the  balance of 'payments was .. 
e 

i n  a se r ious  d e f i c i t ,  as M r .  Maudling had expected i t  t o  be. . 
L 

A genera l  .e lect ion was ca l led  f o r  October. The opposition- - 

Labour Par ty  explo i ted  the  monthly d e f i c i t s  t o  the  ' f d l .  

Maudling believed +5- - t h a t  the  d e f i c i t s  were a temporary phenomenon 
5 - 

which w u l d  be overcome. The Labour v i c t o r y  meant M r .  Maudling 

never had a chance t o  t e s t  h i s  t h e s i s .  .. By t h e  t i m a  Labour 

came t o  power t h e r e  was great pressure mBri ta in!-s  foreign - 

e 

reserves ;  a pressure  increased by Labour's own successfu l  

campaigning. Some c u t s  t o  the Conservative's growth policy 

had t o  be made. S t i l l ,  the  Labour gwernmerrt - belie-v~d - s t r s l y  - - - -  

- 
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I 

t h a t  sustained growth could be achieved, a b e l i e f  Y r e f l ec ted  

i n  the National -Plan. Hence, se l ec t iye  con t ro l s  on the  A t o r  
< *  

. indus t ry  were avoided f o r  t h e  time being. 
< 

.. 

k 

From 1964 t o  1967 the Labour governpent t r i e d  t o  r e s i s t  

devaluation- I n i t i a l l y ,  the-new Labour g ~ v e r n m ~ n t  on_ly - - A  

16 
income t a x e ~ a n d  implemented a c r e d i t  sdueeze -to con t ro l  the  

-balance of payments. Nevertheless, it was enough t o  weaken the  

motor boom and u s h e r 2 n  f i v e  years  of dec l ine . '  A& t he  balance 

of payments continued t o  d e t e r i o r a t e  i n d u s t r y w a s  + 

used i s  ;a r egu la to r  once more. of  1965-, c a r  

l i c e n s e s  were increased and t ightened.  ' 

The Labour government' was determined not  t o  be a devaluat ion 
17  r 

party .  ~ h e r e f o i e ,  i n  1966, f u r t h e r  d e f l a t i o n a i y  measures - 

were taken. These included abandonment o f .  t h e  National Plan,' - * 
. , 

a pr ice  f r eeze ,  a change i n  investment incent ives  and more 
v 

r e s t r i c t i a n s  on t h e  motor industry.  One reason f o r  the  poor 

balance of_payments p ic tu re  was an apparent ly  s tagnant  export  
18 

market f o r  ca r s .   he' 1966 Motor show a t  the  end of the  year 

opened t o ,  'a cacaphony of complaints about governmental unfair-  
19 2 

4 

protec t ion  of the  pound was the  government* s t o p  . p r i o r i t y ,  

l i t t l e  r e l i e f  could be exapected'for t h e  motor indus t ry~.  Ear ly  
- 

i n  1967, the P r i c e s  and Incomes Board allowed B.M.H. and Ford 
- -- - -zap- - - 

t o  r a i s e  p r i ces  by between t en  and f i f t e e n  pounds; Tbe move 



evoked the  comment t h a t ,  

n . .  . a l l  t h e  motor makers have driven coach and , - 

horses  through the  pr ice  f reeze .  The whole 
range of inc reases  looks very muchdlike p a r t  of 
a  d e a l  between the  government and the  motor * .- 
indus t ry ,  who ( s i c )  had been s ingled  out f o r  
punishment l a s t  Ju ly ,  but a r e  ~ t i l $ ~ f a r  t h e  
b igges t  - e x p r t e r s  a - - - - i n  - - the  - - country." 

-p -- 

By the summer of 1967, t h e  governmentts prolonged squeeze- 
22 . . 

eventual ly  had some e f f e c t  on the value of s t e r l i n g .  I n  
23 c 

appreciat ion of the  heavy burden born by the-motor  industry,  - - -  

the  government re laxed c r e d i t  r e s t r i c t i o n s  on cars .  Further 

re laxa t ion  followed l a t e r  i n  the  summer. Home s a l e s  

increased.  However, i t  w a s  an indian summer f o r  the  industry.  

I n  the  autumn, the  balqnce of payments d e t e r i o r a t e d  once more. . . 

I n  ~o'vember 1967, the  government f i n a l l y  had- t o  devalue, = a f t e r  
- 

th ree  years  of r e s i s t a n c e .  
\ 

Post devaluation measures served t o  reduce est imated 
24 * 

home s a l e s  from 1.3 mi l l ion  t o  L1 mil l ion .  p e t r o l  t- 

c a r  l i c e n s e s  and c r e d i t  r e s t r i c t j o n s  were increased.  - The 

1968 budget c u t  aggregate demand by a  f u r t h e r  nine hundred and 
25 

sbventy- f i v e  mi l l ion  pounds. Purchase t a x  was increased and 

p e t r o l  tax and car l i c e n s e s  ragsed aga in*  Failure b_affec- - - - 

s i t a t e d  more r e s t r a i n t .  Further r e s t r i c t i o n s  on the  motor 
- ,  = 

industry w e r e  inposed later in the- y- -chase t a x  was - -  

r a i sed  once more and c r e d i t  r e s t r i c t i o n s  t igh tened  again. 



Jus t i fy ing  the  new measures i n  the House' of -hamons ,  the  , .  , 
Chcincellor used language which would have been a ,  c r e d i t  t o  , 

i 8. . - 
Lewis Carro l l .  He s a i d ,  ".'. . pficers a r e  b e t t e r ;  a t  l e a s t  . 

lower than expected, and consumption, p a r t i y  as  a r e s u l t  - 
26 

i s  higher ,  which i n  a sense means worse ." 
-- F i G l l y ,  i n  

1969, - the  government's - - -  - p o l i c i e s  - had t h e i r - r e q u i r e d  e f f e c t  -- - -- 

. I 

on & r e g a t e  demand. Home s a l e s  f e l l .  ' i 

Following deval tk t ion  car  'exports increased.  I n  O 

addi t ion ,  export p r i c e s  were s e t  a t  more p r o f i t a b l e  l e v e l s .  ,d - , 

~ o r ' e x a m ~ l e ,  E.M.H. reduced p r i ces  i n  Europe by j u s t  twelve 
3- 

per cent. This r e f l e c t e d  the  neg l ig ib le  p r o f i t s  on exports  . 
1 28 

f 
- 

i n  previous y a r s .  Exports t o  Canada, Aus t ra l ia  and West 
\ 

Germany doubled, t o  t h e  United S t a t e s  they in.creased fourfold.  
f 

1 

The government's r e s t r a i n t s  i n  1969 put more pre.ssure on the 

- motcr f i r m s  and expor ts  increased f u r t h e r .  S t i l l ,  home s a l e s  

were so  low t h a t  the  motor fndustpy pleaded with bhe govern- 

ment f o r  some r e l i e f .  For example, Rootes-Chrysler reported & 

n e g l i g i b l e  p r o f i t s ,  d e s p i t e  exporting f i f t y - s i x  per  cent of 

production, wh i l s t  BLL. and Ford claimed p r o f i t s  were insuf-  
29 

f i c i e n t  t o  cover planned investment expenditures. In 

t t e e  on the motor indus t ry .  

Despite t h r e a t s  .by the  indus t ry  t h a t  investment would be cut, -- 
no change in W c y  kms made. The-motor indCwt.-r~ had earned- A -  -- 



over one b i l l i o n  d o l l a r s  i n  expor t s  t h a t  yea r ,  s i x t e e n  per 

cen t  of a l l  manufactured expor t s  f o r  t h e  year .  In the  -. 
, . - 1 

-B 

' House of Commons the  Chancellor  C of t he  ~ x c h e ~ u e r  s a i d  t h a t  
3 0  

high p r o f i t s  had t o  be earned overseas.  - e 
. . 

% A t  the  end of 1,9691, gover&nt r e s t r i c t i o n s  meant 
-- 

t h a t  t he  motor i n d u s t r y  w a s  opera t ing  a t  about f i f t y  per 

' cen t  of capaci ty .  

Basic .Conditio&k On the  s u p p l d e ,  t he  long 
... 

per iods  of . l l s topn and ngofl between 1961 and 1969 mainly 
\ 

The s h o r t  perid-f r e s t r a i n t  i n  1961 

e f f e c t s  on the  motor i n d u s t r y ' s  expansion 

plans .  As i n  1953 and 1957., recovery came quickly  enough 

t o  avoid harming bus ines s  confidence. - I n  comparison, t he '  

slump from 1965 was s u f f i c i e n t l y  long t o  c r e a t e  bus iness  
, , 

p e s s i m i s m .  I n  1967, t h e  Economist Commented, 

"a t h i r d  year  of s l i p p i n g  production i s  about  
a s  much as an i n d u s t r y  s o  g e a r  %for expansion / 
can take  without  l o s s  of nerve 

32 
I n - t h e  second ha l f  of t h e  s i x t i e s  real  investment f e l l .  

The long y;ars of  nstopll  a l s o  a f f e c t e d  labour  r e l K d n s ;  
, 6 

These became more t roubled  and - h o s t i l e  towards t h e  end of 
- - - - - - - < - - - - - - - - 

i 

the decade. Constant redundancy and short- t ime were a 
* 

2 

f a c t o r  i n  making t h e  workforce - more responsive  t o  t h e  
39 

demands of m i l i t a n t s .  
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- 
Conduct. Government r e g u l a t o r y  po l i cy '  a f f e c t e d .  ' 

- p r i c i n g  behaviouf .  U n t i l  1967, an  overvalued  pound meant 
/ 

t h a t  o v e r s e a s  qh-ices had t o  be .kept a t  l ' e v e l s  which made' 
37 

l i t t l e  c o n t r i b u t i o n  to ,p ro f  i t s .  A f t e r  1966, home p r i c e s  

were a l s o  h e l d  down-by t h e  government 's  p r i c e s  and income 

p o l i c i e s .  As a r e s u l t L p r o f i t s  w e r e r  sgueezed. - 

r -  r- " - 

f One conseq nce of low pro f - i t s  was 'a  e d u c t i o n  i n ,  
38 

r e s e a r c h  and innova t ion .  I n  t h e  l a t e  s i x  i e s  v e r y  few 
1 C - 

new mbdels were produced by t h e  E r i t i s h - m o t o r  i n d u s t r y .  
- 

Performance. Oovernwent r e g u l a t o r y  p o l i c y  had con- 

s,e,quences f o r  product ive  and a l l o c a t i v e  e f f i c i e n c y ,  p r o g r e s s ,  

employnient and t h e  ba lance  of payments. 
f 

Y ? u d l i n g  ' s' boom o f  ' t h e  e a r l y  s i x t i e s  c r e a t e d  gn over- 

expansion of  t h e  motor i n d u s t r y  wi thou t  a r a t i o n a l i s a t i o n  
- 

8 

of i n d u s t y y , s t r u c t u r e .  T h i s  w a s  p a r t i c u l a r l y  harmful  f o r  

t h e  B r i t i s h  motor. i n d u s t r y  i n  th . a t ,  by 1965, t h e  European 
' 

motor i n d u s t r y  exper ienced over -capac i ty ,  s o  i n t e n s i f y i n g  
39 

i n t e r n a t i o n a l  compet i t ion .  A s  a r e s u l t ,  between 1965 and 

1969 - t h e  E r i t i s h  mot f n d u s t r y  c o n s i s t e d  of manufac tu re r s  9F \ 
who were t o o  small a(d f a i l e d  to  e x p f o f t  p o t e n t i a l  economies 

LO ' 

of s eale , ' a& & e-pr+txd d L  ~&LQw +tY..&i t --- 

41 
c o s t s  r o s e  a s  p r i c e s f w e r e  f rozen .  P r o f i t s  f e l l  t o  inade-  

quate levels .  The -tor i d u s t r y  paid heavily f o r  the 
- 
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TAXATION POLICY; 1961-69 

. , Taxation p o l i c y  during t h i s  per iod i s  r e a l l y  an  

a d d i t i o n  t o  r e g u l a t o r y  pol icy .  F i r s t l y ,  t he  government 

r a i s e d  l i c e n s e  f e e s  and changed purchalse t a x  on s e v e r a l  
I 

. occasions.  - However, t h e  s i g n i f i c a n t  e f f e c t  of t a x a t i o h  
4 I 

, po l i cy  w a s  a  new r e g i s t r a t i o n  system int roduced i n  1967. 
0 L 

r 

A- 

I n  1967, the system of r e g i s t r a t i o n  plates was 
2 

. , changed. The new model year  f o r  carg ,  on t h e  p l a t e s ,  was 

A . changed from January t o  August of thd previous  year .  This 

encouraged a d d i t i o n a l  home s a l e s  of  'cars i n  the  autumn and - - 
I 

ear l ;  win te r  and discouraged them- i{ the  l a t e  sumel-.  Con- 

-. sequent ly ,  c a r .  demand  was r e d i s t r i b u t e d  from t r a d i t i o n a l l y  
7w I - 

peak demand per iods  t o  a  t r a d i t i o n a l  per iod of  low demand. 
I 

This helped smooth the  'seasonal cycle  of demand i n  t h e  
t 

motor i n d u s t r y .  -, 'A; a r e s u l t ,  ernplbyment s t a b i l i t y  was i m -  

' proved.., >' 



EXPORT POLICY, 1961-69 

During t h e  sixties,  t he  government opera ted sever 'al  

p o l i c i e s  which inf luenced the  motor indus t ry '  s expor t  per- 

formance. F i r s t l y ,  dur ing the  s i x t i e s  cons iderab le  e f f o r t s  

were made t o  j o in  t h e  European Economic C o m m i t y  (EEC) . - 

secondly, t h e  government negot ia ted  f o r  lower i n t e r n a t i o n a l  -.. 
t a r i f f s  as p a r t  of the  Kenne Round. Th i rd ly ,  t h e  goyern- P ment used f i s c a l  and monetar po l icy  t o  reduce home ,demand 

f o r  c a r s  wi th  t h e  i n t e n t i o n  of squeezi  , 

expor t  -markets . 
0 

By t h e  s i x t i e s ,  t h e  -Br i t i sh  government had r e -  

e v a l u a t e d  membership of t he  ~ G o p e a n  Economic Community. 

It f e l t  B r i t a i n  should-  jo in .  However, t h e  French opposed 

B r i t i s h  e n t r y .  I n  1962 and 1967 the  French vetoed - B r i t a i n ' s  

a p p l i c a t i o n  t o  j o in .  1,- . 
Despi te  t h e  ve toes  on E.E.C. e n t r y ,  t r a d e  condl 

6 '7 

were eased dur ing the  s i x t i e s  a s  p a r t  of t he  Kennedy Round. 

T a r i f f s  on imported c a r s  t o  B r i t a i n  f e l l  from t h i r t y - t h r e e  z 

and one- thi rd  per  c e n t  .to t h i r t y  per cent i n  1962. They 
- 

were s k w l y  reduced &a-s=uenteen pen cen t  i n  1969. 

Despite  t he  wishes df t h e  rnotqr i ndus t ry ,  t he  government was 

3 no, very agg res s ive  i n  pursuing tar i f f  c u t s  on c a r s .  For 

example, i n  1967, the  government d i d  l i t t l e  t o  r e s i s t  French 



pressure  t o  have motor v e h i c l e s  with engines  over twenty- 
2 

e i g h t  hundred cub ic  capac i ty  excluded from c u t s  i n  t h e ' ,  f. 

43 ,. 
E .E .C .  's e x t e r n a l  tariff. 

/ 

' F i n a l l y ,  t h e  government continued t o  use r e g u l a t o r y  

po l icy  as an incen t ive  t o  expor t  more cars.. These ee 

p o l i c i e s ,  E.E.C. e n t r y ,  Kennedy Round c u t s ,  and r e g u l a t o r y  
/ 

r 

pol icy ,  had a no tab le  impact on bas i c  cond i t i ons ,  conduct 
f 

- 

"and performance . 
Basic Condit ions.  On the  supply s i d e ,  lower t a r i f f s  

i n ' t h e  s i x t i e s  encouraged more i n t e r n a t i o n a l  t r a d e  ' in  c a r s  . 
and components. For example, - t o  e x p l o i t  t h i s  s i t u a t i o n ,  

_ Ford of B r i t a i n  and Ford of Germany coordinated a c t i v i t i e s  . 

to ' forrn Fo'rd,of .Europe.  A l l  companies increased  t h e i r  
* 

fo re ign  components con ten t .  , 

Nevert l ieless ,  i n  terms of a t t i t u d e ,  t h e  motor manu- 
3 

f a c t u r e r s  continued t o  s ee  t he  home market a s  t h e  major * 

market. For example, a t  th; end of the  s i x t i e s ,  t h e  + Chief 

of world sales f o r  B.;M.H. s a i d ,  

"Our expor t  bus iness  grew 'up a s  a Saturday - -  - 

- - - 

a f t e rnoon  e x e r c i s e  done a f t e r  t h e  weekg- 
work f o r  t h e  home market was f i n i s h e d .  

pp -p-p 

On t h e  demand s i d e ,  as t a r i f f s  were lowered dur ing 
' 

t he  s i x t i e s ,  both  overseas  demand f o r  B r i t i s h  c a r s  and 
- .- 

B r i t i s h  demand f o r .  f o re ign  c a r s  increased.    evert he less, 
8 



by 1969 imports t o  B r i t a i n  still accounted f o r  l e s s  than  
45 

t e n  per  cent  of s a l e s .  

e. 

St ruc ture .  During t h e  s i x t i e s ,  i n t e r n a t i o n a l  com- 

p e t i t i o n  increased  a s  tar i f fs  f e l l .  This encouraged con- 
. -- - - - - - - 

c e n t r a t i o n  t o  be inc reased  i n  a l l  coun t r i e s  a s  f i r m s  

attempted tom i n c r e a s e  e f f i c i e n c y  and lower c o s t s .  
46 

47 
Mergers i n  B r i t a i n -  a r e  d iscussed below. 

Conduct.. I n  t h e  e a r l y  s i x t i e s ,  the  B r i t i s h  manufac- 
. * 

t u r e r s  were o p t i m i s t i c  t h a t  B r i t a i n  would e n t e r  t h e  E.E.C. 
- 48 

and des i red  lower t a r i f f s  . 
/ 

They so ld  c a r s  a t  a l o s s  i n  
P ,' 

a n t i c i p a t i o n  of E.E .C. e n t r y .  A t '  the  same t ime,  B r i t i s h  
49 

des ignsi  *ere t e c h n i c a l l y  q u i t e  advapced. By t h e  l a t e  - 
/' 

s i x t i e s ,  t h e r e  were considerable  c r i t i c i s d f  B r i  i s h  , 

50 F 
q u a l i t y ,  few new models had been in t roduced and k c h  of  

B r i t a i n ' s  optimism and competi t iveness had 'been l o s t .  

~ e r f o r k n c e  . ~ a i l & e  to-  e n t e r  t h e  E .E .C., gbvern- ' 
d .  ' 

ment r egu la to ry  po l i cy ,  and t h e  timing and na tu re  of  lower 

t a r i f f s  had nega t ive  e f f e c t s  on a l l o c a t i v e  e f f i c i e n c y ,  pro- 

g r e s s  and the  balance of payments. - - - - -  - 

1 

F i r s t l y ,  f a i F u f e  t o  e n t e r t h e E . ~ . c i n  1962 con- 

t r i b u t e d  t o  t h e  ex i s t ence  of  excess  capac i ty  i n  t h e  B n i t i s h  

motor i n d u s t r y  i n  t he  sixties.  
51 

Consequently, unlessp t h e r e .  

was unusual s t i m u l a t i o n  of home demand, as pccur red  i n  1963, 



d , s 

.- 

pl'ants were n o t  used a s  e f f i c i e  t Z l y  as poss ib l e ,  kmplying 

a mi sa l loca t ion  of resources .  Secondly, t he  use o f - r e g n l a -  
5 

t o r y  po l i cy  meant t h a t  progress  i n  t h e  i n d u s t r y  w a s  slowed. 

Whilst  expor t s  d i d  i nc rease  i n - t h e  s h o r t  run i n  response t o  
* 

r e s t r a i n t  a t  home, home sales  dec l ined  more r ap id ly .  A s  a ' - 

r e s u l t ,  .during t h e  second h a l f  of t he  decade, t h e r e  was 

l i m i t e d  incen t ive  f o r  t h e  motor i n d u s t r y  i n  B r i t a i n  , t o  

i n v e s t ,  a t  a time of heavy investment by the  Japanese and 

Europeans. - The long squeeze harmed , i n t e r n a t i o n a l  competi- 

t i venes s  and hence progress .  Th i rd ly ,  throughout t h e  decade, 

a t  t he  same time t h a t  B r i t i s h  international,competitiven&s 
52 

dec l ined ,  t a r i f f s  were lowered. Through& t h e  decade the  

E r i t i s h  share  of most markets ou t s ide  t h e  European Free 
, 

53 
Trade Area (EFTA ), dec l ined .  The motor i n d u s t r y  f a i l e d  t o  

make the  con t r ibu t ion  t o  t h e  balance of payments t h a t  might 

reasonably have been expected of it a t  t he  beginning of t he  

decade. 



COMPETITIONS P+bICY, 1961-69 

Competitions po l i cy  i n  t h i s  s e c t i o n .  i s  d i scussed  ,. . , 

y d e p  t h r e e  headings. F i r s t l y ,  mergers between B r i t i s h  

companies; secon y ,  mu l t i -na t iona l  developments; and, 
.L 

l a s t l y ,  r e s t r i c t i v e  t r a d e  p r a c t i c e s  a r e  d i scussed .  
& . . 

With 'the es tabl ishment  of t he  I n d u s t r i a l  Reorganisa- v 3 
i 

t i o n  Corporation i n  1966, t h e  government* s merger po l icy  1 

changed. Ins tead  of being. pass ive ly  i n  favour of  mergers, 

the  government became a c t i v e l y  sinvolv_ed i n  -promot$,ng them. 

- During t h i s  e r i o d  only  one merger'was r e f e r r e d t o  t h e  B, 54 5 

3 
Monop~ l i e  s Commission. This merger was permitt,ed . 

'- 
A 

Government d e f l a t i o n  i n  1965 c rea t ed  press,wes- which r 

l e d  t o  a s e r i e s  of mergers. ~ h e s d  e f f e c t i v e l y  d iv ided  t h e  ' 
. \\ 

s e c t o r  of the  motor i n d u s t r y  i n t o  two f i r m s ,  ) 
, k. 

~ o t d r  Holdings. Never the le i s ,  by 1967, * '  c. 

t h r e e - y e a r s  of d e c l i n e  i n  t he  i n d u s t r y  meant t h a t  both f i r m s  
- .c- 

were considerably  smaller than  e i t h e r  F i a t  o r  Volkswagen i n  

Europe. A s  the  government- s a w  - B,M.H. s market share  and 

p r o f i t s  decline,,  it became - convinced+ t h a t  a merger - - - - - - between pp 

- - 

r 
B.M.H. and Leyland - - A  w a s  - - e s s e n t i a l ,  i f  t h e  ' ~ r i t i s h  s e c t o r  of  

- pp - pp 

t h e  motor i ndus t ry  w a s  t o  surv ive  i n t o  the seven t i e s .  The 

I.R.C. was used t o  achieve ' th i s  goal .  - 

Basic Conditions. No c l e a r  " e f f e c t .  
' , 



- -- - - - -2 . Structure  ; With t h e  government's b l e s s ing ,  a number 

of mergers took place i n  the  s i x t i e s .  The first major one 

was i n  1961. Leyland, a l o r r y  and bus producer, made as 
. , 55 

somewhat b iza r re  d i v e r s i f i c a t i o n  i n t o  the motor industry,  

when they purchased S.T.I .  A s  an independent mass producer 

'S.T.I.  was too small t o  survive.  The 1960 recess ion  created 
.J 

g r e a t  f inanc ia l  d i f f ' i cu l ty  f o r  S.T.I. H o w e v e r , w i t h ~ G l a n d ~ s  
56 

f i n a n c i a l -  regources and an upgrgding of  the  pro Wne , 
the company f lour i shed  during - Maudlingrs dash f o r  growth i n  

1963 and 1964. B; 1965, the company was wel l  es tab l i shed  

and p ro f i t ab le .  

'w 
The 1965 d e f l a t i o n  put considerab-le< pressure  on a l l  

the manufacturers. They h a d . a l l  expanded i n  a n t i c i p a t i o n  of 
- 

8 '  

E .E  .C. - en t ry  and continued economic growth. 
57 

In an  attempt -- 

7 
t o  lower cos t s  through v e r t i c a l  i n t e g r a t i o n ,  B .M. C. purchased 

i 
'L . the  onlLy remaining l a rge  independent body supp l i e r ,  Pressed 

S tee l .  Since Pressed S t e e l  supplied bodies t o  Rover and 

Jaguar,  the merger was r e f e r r e d  t o  the Monopolies Commission. 

The Commission approved the merger on the  grounds t h a t  it.* 

added t o  e f f i c i ency .  Dependency upon B.M.C. f o r  bodies, in- 

creased European competition' and the  d e f l a t i o n  of-  1965 &de it 
-- - -  -- -- - - - - 

c b a r l y  apparent t o  the two s p e c i a l i s t  c6mpanies, Rover and 
-- - - - - -- -- - 

Jaguar, t h a t  t h e i r  surv iva l  depended upon some form of amal- 
7 

garration with the  l a r g e r  companies. I n  t h e  summer of 1965 
- - -  - - -- 

Jag& agreed t o  merge with B.M.C. t o  f o r m  B r i t i s h  Motor 

Holdings (B.M.H. ). A condit ion of the  merger was t h a t  



- - - -- - - - - - 

Jaguar would continue t o  be run autonomously. As a  defen- 

s i v e  measure aga ins t  an overly l a rge  B.M.H.,  Leyland . 

absorbed Rover a t  the end of 1965. - 
B 

58 

r 5  
A s  e a r l y  a s  1965 Leyland and B.M.C. had had discus- 

~ o t h  s i d e s  * s ions  without any government prompting. 
-- - - -  - 

agreed t h a t  some form of amalgamation was e s s e n t i a l .  As 
. & 

so o f t en  had .occurred in  the ,  motor indus t ry ,  problems 

arose over t h e  means by which the union should take place. 
59 . P 

* os tens ib ly ,  the  timing was unsui tab le ,  s o  merger plans 
4 

were shelved. 
,"--- 

* 
In  1966 the  I . R . C .  was  s e t  up. Losses by B.M.H. 

t h a t    ear and the  decl ining share of the  home market going 

t o  B r i t i s h  owned companies; made the motor indus t ry  a prime 

t a r g e t  f o r  the I .R.C. Ear ly  i n  1967, the  head of t h e  I.R.C.., 

S i r  Frank Kearton', received permission from Leyland and 

B . M e H .  t o  make a  pr iva te  inves t iga t ion  of the  two companies. 

He d id  t h i s  i n  the  l l g h t  of a recent  Minis t ry  of Technology 

survey. *This concluded, f i r s t l y ,  t h a t  both companies were 

too small t o  survive a s  independents and, secondly, t h a t  

B.M.H. was not  very e f f i c i e n t  and needed reorganisa t ion  and 
- - - - - - - - - - - - - - - - - - - 

' a  new management. A t  t he  same time, t h e  managing d i r e c t o r  
- - - - - 

of Leyland assessed the  impact of the  merger. He decided . 
t h a t  d e s p i t e  B.M. H. ts current  l o s s e s  and d isorganisa t ion ,  a B 

- - -  - - -  --- -- 

merger would g ive  a f a i r  chance. of su rv iva l  f o r  a B r i t i s h  



" 60 , 

motor manufacturer. By October 1967, the  government had 

become impat ient  with the lack of progress. Accordinglk, 

the'prirne min i s t e r  had the  heads of the  two companies t o  
.. - 

dinner t o  add encouragement t o  t h e i r  e f f o r t s .  S t i l l ,  the  

companies found i t  impossible t o  s e t t l e  on terms s a t i s -  

f ac to ry  t o  both s ides .  The t a l k s  dragged on. Kearton of 
V 

the I . R . C .  made considerable e f f o r t s  t o  keep the  two 

with much ill f e e l i n g  on both s ides ,  an agreement was 
-* 

reached. 4 major @incentive - _  t o  the  merger was a twenty-five . 
61 

mi l l ion  pound loan on fqvourable terms from the  I.R.C.. 
a .  

Much of the  c r e d i t  for t h e  successful  amalgamation must go 

t o  the  perseverance of the  government.- Without it, it seems 

l i k e l y  Leyland would have abandoned the  merger plans.  

~ o & ~ c t .  The new company was ca l l ed  B r i  tish-Leyland . 
(BL)  . U& consideration of. i t s  accumulated outdated 

62 63 
p lan t s ,  inadeqbate product l i n e ,  and poor1'j;'-coordinated 

64 
marketing network, one government o f f i c i a l  concluded - t h a t  

the  new managing d i r e c t o r ,  M r .  Donald,StokeS, was undertaking, 
6 5  r 

"the toughest managemgnt - job- i n  B r i t i s h  industry-"  In- - -- - - 

terms of s a l e s ,  - B.L. compared s a t i s f a c t o r i l y  with other 

European g i a n t s .  I n  1968, E.L. s a l e s  were $1.9 b i l l i o n , ,  
I 66 

Volkswagent s were $2.5 b i l l i o n  and F i a t t  s were $1.7 b i l l i o n .  & 

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



However, i n  terms of model ranges  and p roduc t iv i ty ,  the  
1 

i . , 
new organ i sa t ion  w a s  weak. It produced twice a s  many 

5 . 

models a s  General Motors didairr  the '  United S t a t e s ,  bu t  
67 

produced only one - f i f t h  t h e  output .  Thus, a l though B.L. - -  i 4 

9 
" 

wasjthe f i f t h  l a r g e s t  motor manufacturer i n  t he  world, 1 

4 

k a l e .  %This ;  added t o  low c a p i t a l  per  worker and t h e  

poor British -- l abour  - r e l a t i o n s  system, meant t h a t  185,000 - 
- - -  

- 
- - 

, emfidyeas a t  B.L. produce-d i $1.9 b i l l i o n  of s a l e s .  A t  
I 

Chrysler  in t he  ,u-. S.A. a -similar l abour  f o r c e  produced 
'68  -, - 

. $5.65 b k l i o n  o f  s a l g s .  . - * :.. > - 9 
Y '  = " .-- % - 

- . I n  th; .years  fol lowing t h e  merger few of t h e s e  
9 

prgbleps ,were r e ' c t i  fied . The ,model rahge was n o t  s i g n i -  

; f i c a n t l y  reduce&. Gne new ex-B.M.H. model '+as cons iderab ly  
- - - 

' -. 69 - $ -  

a .  

i e v i s p ;  - Just ass lilorris had appeared t o  i n f e c t  Aust in  a 

- - 
- with - . _  i n e f f i c i & c y  I a f t e r  1952, s o  d i d  B.M.H. i n f e c t  Leyland 

b * I 

- ~e;f'ormance. The hi;tory of merger's i n  the B r i t i s h  C ' i 

industry s'bggests t h a t  without  t h e  government t o  act as a ' 

, ' f  - .  
- ta&lysti ~ r i t i s h a o t o r *  firm t l n d e d  t o  cont inue as  indepen- - ,  ; . -- - - - - - - 

- ,  7. 

. r - disadvantage of  - , the  firms themselves, t h e  i n d u s t r y  and* the 

country. Against this - background, t h e  intervention of the 
= 

1 
7 

6 i i .+ 



- - - -- 

70 
government9s I . R . C .  was favourable.  However, t h e  1967 

K i n i s t r y  o f  Technology r e p o r t  i d e n t i f i e d  two problems. - . 
t oo  small. . L 

F i r s t l y ,  B.M.H. and Leyland a s  independents were 

The merger solved t h i s .  Secondly, B.M.H. needed 

. t i o n .  ' The government placed Leylandt s head, Nr. 
, 

reorganisa-  

71 
%ekes, in & w e  oF%L. The. job appeared- bey&-h%n~-- 

1 

Thus, t h e  . = .  second problem was never soLved. , Having ach ieved .d  

t he  merger t he  government d i d  l i t t l e  t o  ensure  t h a t  i t  . 

worked. Consequently, t h e  a n t i c i p a t e d  b e n e f i t s  of  i n d u s t r y  

r a t i o n a l i s a t  ion on e f f i c i e n c y ,  progress ,  employment and 

the  balance of payments no t  m a t e r i a l i s e .  B.L. d i d  no t  d i d  

and up with Volkswagen keep F i a t  .' 



(ii ) 'MULTINATIONAL DEVELOPMENTS, 1961-69 

Up u n t i l  1.964, t h e  Conservative L government wevomed 

fo re ign  investment i n  t h e  motor i ndus t ry .  The Labour 
* 

oppos i t ion  f r e q u e n t l y  c r i t i c i s e d  such an open door pol icy .  

I n  1964, Mr. H c o l d  Wilso-n3 -@th - re fe rence  ' to  t he  motor -- - 

i n d u s t r y ,  s a i d ,  

"Do no t  t h e  (Conservat ives)  d i s t i n g u i s h  between 
those  forms of fo re ign  investment i n  t h i s  

a country which are and always have been welcomed, 
which in t roduce  'know how' which w e  do n o t  - 
possess,  o r  which l e a d  t o  t h e  c r e a t i o n  of  new 
i n d u s t r i e s  o r  new f a c t o r i e s  and employment f o r  

, oui. people on t h e  one hand, and, on t h e  o t h e r ,  
those  which involve  a: p a r t i a l  o r  complete take- 
over of e x i s t i n g  B r i t i s h  firms which a r e  a l r eady  
well r ~ n ? ~ * 7 2  

- 
Another Labour spoke$man commented on an  American company - 
t h a t ,  

a . . 
i f  i t  had t o  choose between sacking men i n  

D e t r o i t  o r  men i n  Coventry o r  Linwood, it would 
c e r t a i n l y  a c t  t o  t h e  disadvantage of t h i s  
country."73 

Therefore, a f te r  1964, t h e  government's po l i cy  towards 
n 

fo re ign  investment.changed t o  one of opposi t ion.  

l e s s ,  when it became necessary  t o  save a B r i t i s h  motor 

i n  f i n a n c i d  d i f f i c u l t i e s  in f967, tlte%ove-rwnen& preferred - -- --- -- 

t h e  firm. 
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decided t o  s e l l  more s h a r e s  t o  Chrysler .  Government permis- 
77 

s ion  w a s  requ i red  f o r  t h i s .  The N i n i s t e r  of  Technology, 
'1 

M r .  Anthony Wedgewood-Benn, was a g a i n s t  f u r t h e r  American 

investment.  Therefore, he approached both B.K.H. and 
- 

Leyland t o  see  if e i t h e r  o f ~ t h e m  would buy ou t  Chrysler  and 
b 

Roote's t o  keep t h e  company B r i t i s h .  I . R . C .  f i n a n c i a l  a s s i s -  
a - - -. - - - - - 

tabce  was of fe red  a s  an incen t ive .  However, n e i t h e r  of them 

had s u f f i c i e n t  funds  t o  j u s t i f y  such a ven ture ,  g iven  Rootes' 

weak f inances .  The Labour government was no t  prepared t o  

t ake  over Rootes i t s e l f .  Therefore ,  t hey  allowed Chrysler  

t o  take  ma jo r i t y  c o n t r o l  of  Rootes. A s  a r e s u l t ,  - a l l  t h r e e  

l a r g e  American companies had s t ake  i n  t h e  B r i t i s h  motor - 
l. 

i ndus t ry .  Together , they  c o n t r o l l e d  over h a l f  t h e  indugtry ,  

i n  terms of market share  and c a p i t a l  inves ted .  

The ne t  e f f e c t  of inc reased  American ownership of t he  

Q B r i t i s h  motor i n d u s t r y  is unc lear .  On t h e  one hipd,  a f t e r  
e 

1964, t h e  t h r e e  American companies ' spent  more on investment,  

r e l a t i v e  t o  t h e i r  market s h a r e s ,  than  t h e  B r i t i s h  companies. 
78 

Chrysler  poured considerable  investment i n t o  Rootes, 

a l though by t h e  s even t i e s ,  Rootest c o s t s  were s t i l l  above 
79 

On t h e  other - h a n d ,  iC is h igh ly  ques-- - average f o r  Europe - -- 

t 
t i o n a b l e  whether t h e r e  was room i n  t h e  B r i t i s h  i n d u s t r y  f o r  

1 

a t h i r d  American company, i f  a l l  were t o  e x p l o i t  p o t e n t i a l  t( 
% 
f 

-- d 
1 



i - --. 
economies of s c a l e .  I Chrysler  bought Rootes a s  a spring- 

board t o  Europe. when Br i ta in - '  en te red  t h e  E .E . C. The long 

de l ay  i n  j o in ing  meant t h a t  Rootes p e r s i s t e n t l y  l o s t  mo ey 
* 80 

'h 
f o r  Chrysler  . 

Conduct. The l a r g e  American presence a f f e c t e d  ' the 
-- 

motor f i r m s '  s a l e s  p o l i c i e s ,  and purchasing p o l i c i e s .  T t p  

i s  doubt fu l  whether Chrysler  brought a d d i t i o n a l  "know hown. 

A s  r ega rds  s a l e s  po l icy ,  expor t ing d e c i s i o n s  f o r  

B r i t a i n  were made i n  a world-wide con tex t ,  on occasion. 

I n  1959 the  United S t a t e s  market f o r  B r i t i s h  cars col lapsed.  - 

During "he s ix t i es ,  Vauxhall and' Ford of B r i t a i n  made 

l i t t l e  e f f o r t  t o  s e l l  i n  t he  United S t a t e s ,  For example, 

i n  1964 Vauxhall so ld  under one hundred c a r s  t h e r e ,  w h i l s t  
81 

B.M.C.  sd ld  over t h i r t y - t h r e e  thousand. The Times 

argued t h a t  it w a s  

rnecessary  t o  persuade t h e  two American owned 
companies t o  i n g j j i w t e  a s a l e s  d r i v e  i n  t h e  
United S t a t e s  ." 

Simi la r  c r i t i c i s m s ,  t h a t  dec i s ions  a g a i n s t  B r i t i s h  

i n t e r e s t s  occurred,  were a l s o  made concerning purchasing 

p o l i  cy . For example ,  t h e  Machine Tools Trde--Assoeiatim 

equipment from t h e  United S t a t e s  f o r  non-economic reasons.  



They s a i d ,  - 
"We know t h a t  i n  some in s t ances  i n  t he  p a s t ,  , 

Ford i n  p a r t i c u l a r  has imported d o l l a r  
machines, whether new o r  second hand from 
D e t r o i t ,  simply because D e t r o i t  s a y s  so .  ~~3 

d 

F i n a l l y ,  Chrysler  appeared t o  add l i t t l e  t o  r e sea rch  

and development. Only one new B r i t i s h  Chrysler  w a s  ever  
8L .' 

produced. ' It was an extremely convent ional  design.  

Performance. The na ture  of t h e  m u l t i n a t i o n a l  pre- 

sence a f f e c t e d  productive and a l l o c a t i v e  e f f i c i e n c y  and the  

balance of payments. The ex i s t ence  of t h r e e  American com- 

made i t  d i f f i c u l t  t o  e x p l o i t  a v a i l a b l e  economies of  

s c a l e ,  p a r t i c u l a r l y  f o r  Vamhal l  .and Chrysler .  The in f low 

of investment funds helped the balance o f  payments, though 

these  were o f f s e t  by t h e  na tu re  of t h e  American companies 

expor t ing  p o l i c i e s .  



(iii) 

L 

t 

RESTRICTIVE TRADE PRACTICEw61- 7 69 

During the  s i x t i e s  the  government took 

a f f e c t e d  r e s t r i c t i v e  t r ade  p rac t i ces .  I n  1961, c a r  guaran- 

t e e s  were changed t o  comply with the  Sale  of  Goods Act. I n  

'1964, the  Resale P r i c e  Maintenance Act was repdaled.  In - A 

1963 and 1966, r e s$c t ive ly ,  the  Monopolies Commission inves- 

t i g a t e d  f i r m s  supplying e l e c t r i c a l  equipment t o  t h e  motor 
- 85 

indus t ry ,  and f i r m s  supplying wire harnesses  t o  the  motor 
86 

i ndus t ry .  These mat te rs  a f f e c t e d  f i r m  conduct. 

- 
Conduct. Up u n t i l  1961, buyers of new c a r s  signed 

87 
away some of t h e i r  r i g h t s  under the  Sale of Goods Act 

when accept ing guarantees .  I n  1961 the  B r i t i s h  Standards 
88 

I n s t i t u t e  made a s t rong c r i t i c i s m  of t h i s  p r a c t i c e .  
- - 

Before l e g a l  a c t i o n  was taken the  manufacturers changed 

t h e i r  war ran t ies .  

The Repeal of the  Resale Pr ice  Maintenance Act i n  
P 

- 
1964 had l i t t l e  e f f e c t  on t h e  motor industry. Since 1959 

r e s a l e  p r i ce  maintenance had not  been s t r i c t l y  adhered t o  
89 - 

by the  manufacturers.  Furthermore, - - most -- - new - car - - s a l e s  - 

involved a t rade- in ,  and i n f l a t e d  ppp t rade- in  p r i c e s  were used 

t o  circumvent r e s a l e  p r i ce  maintenance. 



In both the cases exqmined by the lonopolies Com- 

mission which affected the motor industry no 'expolitation 
- ,  90 < s - 

of the manufacturers was found to occur. The manufac- 

turers exercised countervailing power over mo~opolYstic 

suppliers. % 
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REGIONAL POLICY, 1961-1969 - 

I n  t h e  p r o s p e r i t y  -of  the  l a t e  f i f t i e s  a l l  t h e  k g t o r  
' ?  

manufacturers  had undertaken bold expansion plans  t o  new 

l o c a t i o n s  wi th  governmental f i n a n c i a l  >a id .  Th3s had been 

done i n  t h e '  hope of i nc reas ing  market shares .  The in -  

creased capac i ty  enabled a. r ap id  i nc rease  i n  production 

dur ing M a u d l i n g * ~  dash f o r  growth. The d e c l i n e  of t h e  
I 

second h a l f  of t h e  decade discouraged much f u r t h e r  i nves t -  

ment i n  t h e  new reg ions .  S t i l l ,  $he e f f e c t s  of t h e  i nves t -  - 
ments undertaken- a t  t h e  beginning of t h e  decade were f e l t  

C- 

throughout t he  s i x t i e s .  

Basic Conditions. '  Regional expansion c r ea t ed  labour  
1 

r e l a t i o n s  problems. I t  had been hoped t h a t  workers i n . t h e  

* new a r e a s  would be g r a t e f u l  f o r  t he  new high paying jobs / 
and t h a t  t h e  f a c t o r i e s  i n ' t he  new reg ions  would be l e ss  

91  e 

hampered wi th  t h e  problems of piecework. - In s t ead ,  t h e  

F - new a r e a s  became cha rac t e r i s ed  by labour  m i l i t a n t c y  aqd 

management f r u s t r a t i o n .  " - 

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

The r ea sons  f o r  labour  d i f f i c u l t i e s  were p a r t l y  
-- - - 

econ'omic, p a r t l y  s o c i o l o g i c a l .  The people o f  Merseyside 

and Scotland had t r a d i t i o n a l l y  worked i n  the ' sh ipyardg,  -- 
/ 

down t h e  mines and on t h e  docks. Thef e ,  the work was liar& - -- - 



- -150- 
- - 

% 

but  offered some v a r i e t y .  I n  comparison, work i n  t he  new 

motor p l a n t s  w a s  c l ean ,  l i g h t  and ,h igh paying. €? It  w a s  
5 

a l s o  sou l -des t roy ing ly  .~onu tonous  on + . the assembly l i n e s .  

I n  a d d i t i o n ,  p a r t i c u l a r l y  a f t e r  3964, t h e r e  were cons tan t  

l a y - o f f s  and. s h o r t  t ime opera t ions .  During t h e  t h i r t i e s ,  
C 

unemployment had been very high both on Merseyside and i n  ' 

Scotlahd.  The i n s t a b i l i t y '  of work i n  t h e  motor i n d n s t r y  ". 
&' evoked b i t t e r  m e m ~ r i e s  of those  years .  Consequently, 

f r u s t r a t i o n  of t h e  work and t h e  i n s t a b i l i t y  of employment 

made t h e  labour  f o r c e  of t h e  new f a c t o r i e s  s u s c e p t i b l e  t o  

t h e  demands of h i l i t a n t s . ,  

S t ruc ture .  The m i l i t a n t  'demands of the  t r a d e  unions 
r 

f o r  p a r i t y  i n  t h e  new areas-sooon meant t h a t  t he  advantages 
A 

of l o w b  wage c o s t s  t h e r e  were eroded; /-- par t i cu la r l&hen  the  
1 < 

' 
c o s t s  of stoppages and labour  h o s t i l i t y  were taken i n t o  

account .  Regional po l i cy  f o r  t he  motor i n d u s t r y - h a d  been.. i 

s o  unsuccessful  t h a t  i n  1964 the  small Re l i an t  motor com- ( 
92 t 

pany abandoded p lans  f o r  expansion, r a t h e r  than  expand t o  

Merseyside, when t h e  government denied them a  development 

c e r t i f i c a t e  f o r  t h e  - Midlands. - - -  

- - - - -  

7 

1 

1 -11 - 1 T  RCl Coi?auc t . PvrrrJ eaYe 
- 8 ,  r 

encouragement t o  workforce xnil i tantcy , c o s t s  were- increased  

i n  t h e  indus t ry  and resear& -and i n n b v s b h  &-aged- 

I n c r e a s e d  c o s t s  -implied h igher  p r i c e s .  



Performance. Regional pol icy* a f f e c t e d  productive 

and a l l o c a t i v e  e f f i c i e n c y ,  e q u i t y  and t h e  balance of pay- 
5 

ments. The e f f e c t s  on 'productive and a l l o c a t i v e  e f f i c i e n c y  
93 

have been discussed elsewhere.  These e f f e c t s  were a g g h -  

vated by poor l abour  r e l a t i o n s .  . ---up+- 

", 
* 

Regional po l icy  was o r i g i n a l l y  in t roduced t o  Smprove 
' 

e q u i t y  i n  B r i t a i n .  A s  f a r  a s  the  motor i n d u s t r y  was con- ' *  

1 
t, 

\ I- cerned s it was no t  a success  i n  Scotland.  The main p a r t  of 

I i t-he ~ c o t t i s h  development w a s  Rootest Linwood p l a n t .  A t  
\ 1 I 

Linwood, Rootes b u i l t - S c o t l a n d ' s  own c a r ,  t h e  small Hillman 

Imp. Unfortunately,  . even i n  1963 2nd  1964, t h e  c a r  was a 
9L - .  

f a i l u r e  and so ld  poorly. Many a n t i c i p a t e d  jobs never a -- 
rna te r ia l i sed .  For t he  four  thousand workers at" linwood 

/-" ,- 

t h e r e  was 'constant  short- t ime and redundancy. The Linwood +' 
\ 

experience showed t h a t  r e g i o n a l  po l icy  was more complicated 

than  . the s e t t i n g  up of  new f a c t o r i e s  and t h e  r e l o c a t i o n  of  ' 

96 F' 

9'. p l a n t s .  The whole Linwood. p r o j e c t  a s  a growth cen t r e  * 
r e s t e d  on' t he  success  of  a s i n g l e  model. This . w a s  too  

97 - 
narrow a base f o r  r e g i o n a l  expansion. 



LAEOUR RELATIONS POLICY, 1961-69 

Government po l icy  towards labour. r e l k t i o n s  t h i  
, .  . 

motor i n d u s t r y  changed r a d i b a l l y  dur ing t h e  s ixt f  e-s ,.-. + , 
- - 

U n t i l  1964, the  s t r u c t u r e  of l a b o u r b a t i o n s  , i n .  the  moto; t - 
- -- -- -A +-- * - -  

i n d u s t r y  w 8 s  s a t i s f a c t o r y  t o  t he  gomrnment.  The; ~ o n s e r -  ; 

v a t i v e s  continued a poli.cy - . of  b a s i c  non- interference . 
When necessary,  Courts of 16quiry were. s e t  up. .  I n  t h e  - - -  

l a t e  s i x t i e s ,  t he  government at tempted t o  achieve s t ruk-  

t u r a l  change. During t h e  long yea r s  df n s t o p V r o m  1965 

labour  r e l a t i D n s  d e t e r i o r a t e d -  considerably:'  d This ' is shown 
-- 

ill ~ i & r e  7. The  government*^ response . . was t o  in f luence  
0 

* - I )  > ' l a b ~ u r  r e l a t i o r i s  wi th  t h e  , ~ r i c e s *  and Incomes . _  Board, Courts  

of Inqu i ry ,  new labour  i eg ' i s la t ion ,  a s e r i e s  of  r e p o r t s  

and informal discussio,ns a t  t h e  prime M i n i s t e r i a l  l e v e l .  ' 
d 

( * .  0 

During:any r eces s ion  s t r i k e .  a c t i v i t y  increased .  
* 

This  was t h e  qase i n  '1960. The Min i s t e r  of  Labour was con- 
* 

cerned-about ' the numb& of s t ? i k e s  and t h e  i nc rease  i n  t h e  

\ number of working days l o s t  - t h a t  year .  He 'set up a com- 

m i t t e e ,  cha-ired by himse'lf and made up of , leading repre-  
I 

' * s e n t a t i v e s  of t h e e m p l o y e r s  and unions,  t o  examine the  
+-- 

mat t e r .  A statement w a s  published i n  t h e  Min i s t ry  o f '  

~ a b b u r  Gazette  which s a i d  t h e  conunittee had, 





, - - .. - - *... agreed on a number of poin ts  on which 
C ' 

. - a  - actiron- shou2.d be taken i n -  our respec t ive  ec - 0 - 
. f i e l d s -  to- a s s i s t  individual  companies, work . , I '  

' -people  and t r ade  unions i n  t h e i r  day t o  day 0 , 1  
1 C * .  ' - -  P 

I . . I ,  . r e l a t i o n s  ,. . . We have f u l l y  and candidly - G - .  .o 

- ,  *. , r e , '  - considered the ~ d r i o u s  procedui-es and we -. - ,. . ' 7. A ,. 
, ha& satisfied ourselves thaf these pro- . % I  . . , + .  
b. - ckdures a r e  genera l ly  d e q k t e  i f  operated 

1198 *. - 
- . ,  

I - . irz.~.the' r i g h t  * .  -spiri t ' .  - .. 
. . 

- 1  
. . 

* - - <  

, . r  ' - 
- - --- 

secondly,  that a s i x  man'degotiating cornmat-tee rep lace  
A- 

- 
m $ - 

* - . - 
2 . Zhe . - t u r ~ e n t  committee r. which - &&one r - .  -.member . . fro& each of. 

8 - .  - -. . 



'be introduced; four th ly ,  t h a t  educatich ..prograplmes be  
3 

e s t a b l ' i s ~ e d  ?or shop stewards. Nbne, of :the recokneehda-- . - - ? 
7 - -,* 

t i o n s  of t h i s  h u r t .  of 1nquiry , i n  , 9 9 6 3  w&e eb6r7 imple- 
- a 5  . - 

; . mented e i t h e r .  - . , 
. z ,  / 

$ , .' 
.. J / - -  

_ =  - - 
*. 

' x 

* I  In 1965, -wgrking days_ lostt. in . the. motorLi.ndus tWy- 1, 
- -100 . - 

', - .  were' more than ,double those f o r  the  previous 'two years .  -- 

It becanie increasihgly.  . apparent  . t h a t  proper prdcedures . . l a  

0 L 

I -  - - -- - 

were? inadequate,  . Y & Prof&sor jacks' * committee had -re- 
' 

\ , . . 
.. - 

' - ported. , Furthermore ,' a f W r  1965, many of the  . s t r ikes  - -. * 

- .. - " - .. 
# .  

-were of a new s o r t ; ,  They were not about r u l e  book i n t e r - - -  * 
% . - 

I ̂ 
3 '  

pre ta t ion  and demarcatioh, but  about tlbloody mindedw small - i 

groups i n  key p o ~ $ t i o ~ n s  a b ~ ~ i n ~ - ~ t h o s e  - pos i t ions  and the 
>& . 

many dependent upo$ t*hem, AS teChnology increased the - - - - 

I L  
- .4 

number of key 'pos i t ions  in* the  motor indus t ry ,  so  d id  the  . : 

101 v 

p o t e n t i a l  f o r  a h s e  increase* The unions seemed un- 
r -  - -4- 9 

w i l l i n g  o r  unprepared t o  ' rzorganise t o  f i t  the  times. 2 

P 
b- - 

By. d e f a u l t ,  the  ~ ~ s b ~ n k i b $ l i t ~  f e l l  t o  <he government. 

"The employers agree t h a t  one union per p lan t  
might- -sometimes be dangerous but  they regard'  - 
t h e  e v i l  as ,necessary. They can put no pres- " 

s u r 9 . m  the ynions t o  hand over power t o  & 
$ s i n g l e  bargaining u n i t  unless  the  government 
helps.  The orre, union .sfropis asaakly-arrathemq - 
usual ly  - rwtkgreed  t o  without some heads being - e r r  ...- .If m t h  rg carl b~ d m c  

c Urtu 
i t  is  largely up!to the government t o  make the  
first move, if t h e  unions w i l l  no t  - then the  
recess ion  will have done pos i t ive  good Other- 
rke %t-e-+&+j3ut - ~ a s ~ ~ i a e s  A=--- 



The new Prime K i n i s t e r ,  Harold Wilson, appeared 

wi l l ing  t o  help.  Perhaps harping back t o  the Atlee adminis- 
s 

t r a t i o n  which had successfu l ly  persuaded the  unions t o  

undertake voluntary wage r e s t r a i n t ,  Wilson undertook a 

policy of f r i e n d l y  d i scuss ion  a s  .regards motor indus t ry  
- A A - - - - -- - - - - A -- - 

\ - labour  r e l a t i o n s .  A s e r i e s  of meetings was s e t  up between 

- A the  indus t ry  and union leaders .  e g a i n  'shop stewards were 
103 

a . excluded. !ke Cow- of Inquiry 's  reparts in EL57 2 n d  - .  
3963 should have provided s u f f i c i e n t  i n s i g h t  t o  sugges t .  

, - -  t h a t ,  however wel l  intended, such meetings were unl ike ly  
, 

t o  meet with success.  The Ecmornist c o q e n t e d ,  

."... it i s  hard t o  d iscuss  t h e  f p l i t y  of 
the  .government's l a t e s t  i n d u s t r q i l  manoeuvre. 

,Unoff ic ia l  s t r i k e s  ,cannot be abolished by 
cozy,chats  a t  Number Ten. These a r e  work- - - 

shop problems t h a k f a i l  to-  be s e t t l e d  a t  
. workshop l e v e l ,  a t i n y  minority ,of the  d i s -  

putes that a r i s e  every day throughout in- Y -  * 

dus t ry  . "104 
> - 

 fie necess i ty  f o r  labour r e l a t i o n s  s t r u c t u r e  t o  
, 

' - r k f l e c t  the increased interdependence of one group upon 

- .  - .  , the  o ther  as the  indus t ry  became concentrated was made i n  - 
- .  " . . two r e p o r t s  bS) M r .  Jack Sc,ampts Motor Indus t ry .  J o i n t  Labour 

-the problems had a r i s e n  largely from t h e  piecework system. 



b e c a u s m  i t s  dependence upon labour  peace a t  a l l  s u p p l i e r s *  

f a c t o r i e s ,  i t  tended t o  provide highly  i r r e g u l a r  earnings.  , 

Furthermore, when i t  was working iti tended t o  provide h igher  
- G . 

earn ings  f o r  t he  piecework workers than some more s k i l l e d  

workers rece ived ,  such a s  i n s p e c t o r s .  Here was another  bone 
105 - -- 

of  content ion.  t 

A9 a 

I n  a - y e a r  e n p r e p o r t  on labour  r e l a t i o n s  i n  t he  
I 

i n d u s t r y ,  Scamp found t h a t  a l though t h e r e  were s p e c i f i c  

weaknesses i n  management t h e  major cause of p o o r - l a b o u r  
c 

r e l a t i o n s  was ' t h e  t o t a l  and g e n e r a l  incompetenceJ o f  the  , * o 

106 
t r a d e  unions. It .was t h e  l ack  of  i n t e r n a l  s t r u c t u r e  

of t he  many unions which made i t  impossible t o  enforce  
3 .  

,f c o l l e c t i v e  agreements,  and s o  c r ea t ed  a s i t u a t i o n , o f  

Th i s  i n e f f i c i e n  se t -up  continued on 60 1968, a g a i n s t  u: 
- t he  background of  t h e  P r i c e s  and Incomes Board e s t a b l i s h e d  

i n  1966; hard ly  a n  i n s ' t i t u t i o n  t o  improve labour  r e l a t i o n s .  
v 

4 I n  1968, t h e  t h i r d  year  of r eces s ion  i n  t he  motor i ndus t ry ,  

s t r i k e  a c t i v i t y  increased  t o  more than twice t h e  previous 
107 

#. year*,s  l e v e l  F Irr O c t o b e r ,  t h e  con tronrs5a3--Secretarj- -- - - -. 
-*' 

I 

c a l l e d  t h e  two s i d e s  t oge the r  f o r  a much publ ic ized  "cards  



108 
and ,the employers who met . 

Y 
Again, as i n  1965, t h e  shop- 

f l o o r  r e p r e s e n t a t i v e s  were no t  p resen t .  Reports on t h e .  5 ' 

absence of t he  shopf loor  r e p r e s e n t a t i v e s  from the  M i n i s t e r t s  

t a l k s  quoted t h e  case a t  B.M.H. where M r .  Dick Ether idge ,  

shop steward convener - - f o r  A 23,000 men, was no t  even allowed 
- 

t o  r ece ive  telephone c a l l s  a t  work. This  man was undoubtedly 

t he  most important  and i n f l u e n t i a l  n e g o t i a t o r  a t  B.M.H. A 

member of t he  TUC ~ e n e r a l  ~ ~ c i ~  remarked that*: 

'!Dick is  t h e  only  man who knows the  way from 
Longbrid canteen t o  t h e  works manager's 
o f f i c e .  3 8 9  

Y 

Yet he was not  i n v i t e d  t o  Mrs. Cas t l e ' s  "cards  o n ' t h e  t a b l e n  I 

t a l k ,  and without  him t h e  workers. were ' no t  f u l l y  represen ted .  
10 

Mrs. Cas t le  had made up he r  m i  

arrangements i n  EriCish labour  r e l a t i o n s  were necessary .  It 
h 

w a s  perhaps unfor tuna te  t h a t  by t h e  time h e r  new proposals  

were made, i l l - f e e l i n g  a g a i n s t  t he  government over i t s  

a t tempts  t o  squeeze r e sou rces  towards t h e  balance of payments 

through the  P r i c e s  and Incomes Board w a s  running high. S t i l l ,  

t he  government w a s  determined t o  in t roduce labour  reform. 

The proposals  put  forvrard by Mrs. C a s t l e w e r e  in the, form_-- -- - 

110 t 

af tihe paw2 I n  Place of S t r i f e .  The paper recpgnized - 

t t h a t  t h e  e x i s t i n g  methods of k dea l ing  wi th  i n d u s t r i a l  d i s -  

putes were inadequate and t h a t  changes i n  t h e  - - e x i s t i n g  A machi- -- - 

nery was n e c e s s a r k  It s a i d ,  

. P 



I 
I 
I 

l 1F i t t l e  has  been done t o  reform. u tda t ed  and g, g e n e r a l l y  condemned procedural  a  rangements -- 
puch a s  those  now e x i s t i n g  i n  t he  engineer ing - 

ndust ry .  Too o f t e n  employees have,  f e l t  t h a t  5 
j o r  d e c i s i o n s  d i r e c t l y  concerning them were 

taken a t  such a high l e v e l  t h a t  t h e  
pec i s ion  makers were ou t  of reach and unable 
t o  understand the  human consequences of  t h e i r  
a c t i o n s  Decisions have been taken t o  c lo se  1 - -  

-- 

down p l a n t s  w i t 6 u t  consu l t a t i on  and-with 
- - -- 

*- 
inadequa te  forewarning t o  employees.. . . 
Uni-oo have o f t e n  f a i l e d  t o  involve  t h e i r  
members d o s e l y  enough i n  t h e i r  work, o r  t o  
t a c k l e  wi th  s u f f i c i e n t  urgency the  problems 
o f  overlapping membership and unnecessary 
r i v a l r y ,  which always diminish t h e i r  e f f ec -  I 

t i v e n e s s  and sometimes t h e i r  r e p u t a t i o n .  \ 

Many employers' r e l a t i o n s  wi th  unions have 
been g r e a t l y  complicated by the  l a r g e  number 
o f  unions fpat may have members i n  a s i n g l e  
Ifactory.  n l  

I 

Among o t h e r A h i n g s ,  I n  Place  of  S t r i f e  proposed t h a t  

col lect j lve agreements be made binding,  t h a t  t h e r e  be com- 

pulsory  c o n c i l i a t i o n  pauses,  t h a t  t h e r e  be s e c r e t  b a l l o t s  . 
\ 

i l 

over s t r k k e s ,  and t h a t  u n o f f i c i a l  s t r i k e r s  be f i red;  This 

aroused v e r y  cgnsiderable  unipn h o s t i l i t y .  Rather than 
e 112 

s p l i t  t h e  p a r t y ,  
8 

t h e  Labour government backed down. % By 
b,. 

t he  time t h e  proposals  were debated i n  Parl iament,  s e c r e t  
ZC t 

. b a i l o t s  had been abandoned, and the  c o n c i l i a t i o n  pause and 

system of f i n e s  f o r  u n o f f i c i a l  strikesrender&--ineffecfive. - --* 

- -- 

The.Pr ices  and Incomes Board a l s o  played a r o l e  i n  L 
t h e  government's labour  r e l a t i o n s  - policy'. Trade union 

--- - -- - - - 

antagonism t o  wage r e s t r a i n t  was r e f l e c t e &  i n  increased  
L 



s t r i k e  a c t i v i t y  over  wage demands a f t e r  1966. I n  1968 

the  government in te rvened  i n  s t r i k e s  i n  t he  n a t  n a l i s e d  . "f 
ra i lway  and n a t i o n a l i s e d  engineer ing i n d u s t r i e s .  I n  boih -- .- 
cases ,  r a t h e r  than endure s t r i k e s  a g a i m  t h e  government, 

1 

i n f l a t i o n a r y  s e t t l e m e n t s  were allowed. I n  1969, a hugh 

s t r i k e  a t  For occurred.  Os tens ib ly ,  t h e  s t r i k e  w a s  about e 113 
wages and important  changes i n  procedure. H o ~ e v e r ,  ,Q 

_ from t h e  beginning, t h e r e  was a g e n e r a l  b e l i e f  t h a t  unions, 

goyer&ent and management saw t h e  s t r i k e  as a n  a t t a c k  on 

the  governmentr s 

s e c t o r ,  no t  about 

p r i c e s  and incomes po l i cy  i n  t he  p r i v a t e  
114 

Fordrs s e t t l emen t  o f f e r .  
C 

I 

Bad f e e l i n g s  between the  union o f f i c i a l s  e rup ted  i n  

the  t h i r d  week of  t h e  s t r i k e .  Fir. Mark Young of t he  e lec -  
J t r i c i a n s  union and chairman of  t he  unions' nego t i a t i ng  corn- 

mi t t ee  res igned  t h a t  p o s i t i o n  i n  d i s g u s t  a t  t h e  more m i l i -  
, - 

t a n t  a t t i t u d e '  of the  *TGWU and the  AUEF. They asked f o r  an 

inc rease  i n  t h e  pay o f f e r  and 'a withdraya l  of t h e  " ~ o r k - p r o -  

cedure changes before  t hey  would. consider  an 

s t r i k e .  The. chairman of t h e  " e l e c t r i c i a n ' s  



But t h a t  i s  what d id  happen. The powerful m i l i -  
.. 

t a n t  s e c t o r  o f  t h e  t r a d e  union movement, p a r t i c u l a r l y ,  i n .  
1 1 

t h i s  i n s t a n c e ,  t h e  TGWU ( t h e  b igges t  donor of  furids t o  t he  

Labour P a r t y ) ,  w a s  a b l e  t o  exez t  its muscle and achieve 
P 

i ts  goa l s .  Rather  than  r i s k  a s p l i t  i n  the- p a r t y  the  
A- - A - 

Labour government backed down. Barbara Cas t l e  agreed t o  

s e t t l emen t  which provided a l l  t he  pay t h a t  Ford had 

of fe red  bu t  only token remains of t he  i n c e n t i v e s  t o  

s t e a d i e r ' p r o d u c t i o n  and higher  p roduc t iv i ty .  The d e a l  

was given approval  by the  Sec re t a ry  of S t a t e  f o r  Employ- 

ment and 'Product iv i ty .  This meant i t  was no tdnecesgary  

t o  have it r a t i f i e d  by the  P r i c e s ' a n d  Incomes Board. 

x -  Since t h e  t e n  per  cen t  wage i n c  a s e  would no t  have been 
7 1 

accep tab le  t o  t h e  P r i c e s  and Incomes Board t h e  se t t l ement  
.) 

w a s  a  good s i g n  t o  o t h e r  m i l i t a n t  groups i n  t h e  country 
< 

t h a t  government defences  of incomes po l i cy  were surmountable. w 

~ a s i c  condition;. The major impact o f  governmentts 

l abour  " r e l a t i o n s  po l icy  dur ing t h e  s i x t i e s  was on a t t i t u d e s .  71 

These were a f f e c t e d  - f o r  t h e  worse. ' 

-- - pp - -- - - - n - --- - 

I n  t h e  e a r l y  s i x t i e s ,  t h e  government misread the 
. 

labour r e l a t i o n s  s i t u a t i o n  wi th  i t s  s t rong  s tand  on accepted 

procedures proposals  .. 1mplement;ation. of  t h e s e  proposals  
d 

Report t o  p o i n t  o u t  fundamental weaknesses i n  'the system. : - 

: Y - 
* K 

' _  - , 4 



-After 1964, bhe govirnment became much more involved . 
f l  

i n  l abour  r e l a t i o n s  reform. Yet, d e s p i t e  cons iderab le  govern- 
, s 

ment energy -expended i n  meetings, e n q u i r i e s ,  committees 'and 

l e g i s l a t i v e  reform, a t t i t u d e s  d e t e r i o r a t e d .  Government 

policy aggravated the s i t u a t i o n  f u r t h e r .  FirstAy, t he  - - -- - 

government continued t o  ignore  the  , important and powerful 

shop stewards.  I n  t he  motor i ndus t ry ,  t hey  had a minor r o l e  
- - 

i n  o f f i c i a l  t r a d  union s t r u c t u r e ,  but  a major r o l e  i n  t r a d e  e 
union a c t i v i t y  t h  ough t h e i r  con t ro l  of t he  shopf loor .  t 
Secondly, when l e $ i s l a t i o n  was in t roduced t o  ,update  . l abour  

$ e l a t i o n s ,  the l . l abour  governme& backed down i n  t h e  f a c e  

of union oppos i t ion .  Thi rd ly ,  b y  al lowing many l lexcept ional  

casesn,' the  g o a l s  of t he  P r i c e s  and Incomes Board were 

thwarted.  

. . 
I n  conclus ion,  t h e  government- showed i t s e l f  t o  be 

f a i n t h e a r t e d  over l abour  r e l a t i o n s .  It in t roduced p o l i c i e s  

which c r ea t ed  h o s t i l i t y  wi th  t he  unions,  then  f a i l e d  t o  

implement them. Every time such p o l i c i e s  were in t roduced 

a t t i t u d e s  d e t e r i p r a t e d .  Every time the  government backed 

down from t h e  implementation of t h o s e  Lpolicies,  it opened 

f t s e l f  up  t o  a d d i t i o n a l  m i l i t a n t  t r a d e  union blackmail .  

S t r u c t u r e .  Increased s t r i k e  a c t i v i t y  i n  t h e  l a t e  

s i x t i e s  increased  c o s t s .  By then,  u n o f f i c i a l  s t r i k e s  
0 



117 
a f f e c t e d  day t o  day o p e r a t i o n s .  If t h e r e  was n o t  .3 

s t r i k e  i n  a c a r  p l a n t  i t s e l f ,  product ion  w a s  l i k e l y  ham 
$0 e. 

pered by a str5ke-bound supplie;. . 

Conduct. S t r i k e  a c t i v i t y  and l abou r  h o s t i l i t y  
I 116 - A -  

a f f e c t e d  t h e  q u a l i t y  o f  - products .  Design changes  and 
4 

t e c h n i c a l  m o d i f i c a t i o n s  t o  e x i s t i n g  de s igns  were slowed 

by t h e  f a i l u r e  t o  d e a l  w i th  t h e  p r ~ b l e ~  of  piecework i n  

t h e  c a r  f a c t o r i e s .  
P 

1 
Performance. Inc reased  l abou r  r e l a t i ' o n s  d i f f i c u l -  

t i e s  a s  t h e  decade progressed  a f f e c t e d  a l l  performance 
119 

g o a l s .  Resources were wasted - and p r o f i t s  lowered.  

' p rog re s s  was retarded ' .  S t r i k e s  j eopard i sed  employment f o r  
120  

those  i n  r e l a t e d  i n d u s t r i e s .  Expor t s  were l o s t .  

Towards the  end of t he  decade imports  began t o  f i l l  t h e  

gap when s t r i k e s  he ld  up home d e l i v e r i e s .  
I 



ROADS POLICY, 1961-62 

By t h e  ea r l ;  s i x t i e s  t h e  Bxtension of  c a r  ownersdip . 
meant t h e  c a r  had begun t o  e x e r t  considerable  p ressure  o n '  

the  B r i t i s h  road system, and upon s o c i e t y  as a whole. The 

roads  were becoming s a t m a t e a .  Accordingly,  "the -Comewa--- - - 

t i v e  government had t o  review those '  p o l i c i e s  which affected 

c a r  demand and t o  r e a s s e s s  t he  r o l e  of  t h e  c a r  i n  s o c i e t y .  
- 

- 

Bas ica l ly ,  t he  government had t h r e e  choices .  F i r s t l y ,  I 

\ the  government could change t h e  environment t o  s u i t  t h e  - ,  d 

demand f o r  ca r s .  Secondly, t h e  govexnment. could c r e a t e  dis- 

i ncen t ives  t o  t h e  use of t h e  c a r ,  but  no t  i ts  purchase. For 

example, it might l i m i t  t he  use of t he  c a r  i n  c i t i e s  a t  peak 

. h o u r s .  Th i rd ly ,  the  government could implement a po l i cy  t o  

r e s t r i c t  t h e  use and supp ly -o f  c a r s .  It could make t h e  c a r  

fit the  environment. 

121 
Despite considerable  opposi t ion,  t h e  government 

accepteci t h e  recommendations of  i t s  own Crowther Report. 
ri. 

This said: 

nA car-owning e l e c t o r a t e  w i l l -no t  s t a n d  for a - - 

severe  r e s t r i c t i o n .  And even i f  a severe  res- 
be eat on t o  the  s t a t u t e  book, 

most impossible t o  enforce .  f t  
and a dangerous t h i n g  i n - a  

democracy t o  t r y  t o  prevent  a s u b s t a n t i a l  p a r t  
of the papulaticm f r ~ m  doing things t h a t  they 

-- --, do n o t  regard  as wrong; black marke%s and cor- 
r u p t i o n  a r e  t h e  invariable fruit of such a t t empt s  
a t  prohibition."122 



I L I 

- 

The government had r e c e n t l y  encouraged a major expansion 

of the  motor i ndus t ry .  A d i f f e r e n t  v e r d i c t  was un l ike ly .  
123 4 r. 

Two o the r  government r e p o r t s  concluded t h a t  it was t h e  

r e s p o n s i b i l i t y  of  l o c a l  governments t o  d e a l  wi th  ,the problem 

of c o n t r o l l i n g  c a r s  inL t h e  c i t i e s *  - A- 

, 

The Labour oppos i t ion  agreed wi th  t h e  Conseryative,  

government. Labour spokesmen t h e  r e p o r t s ,  I tbr i l -  - +  - - 

l i a n t  and e x c i t i n g  documents." Both p a r t i e s  were, 
125 

" inex t r i cab ly  I committedv, - $0 t h e b o i n t  of  view t h a t  no .  
. 

r e s t r i c t i o n s  should be placed on c a r  ownership. The c i t i e s  
-J 

should be a l t e r e d  t o  accommodate t he  car .  

Therefore,  i n  t h e  e a r l y  s i x t i e s ,  the  - 

f i n a l l y  made a t o t a l  commitment t o  t he  

shows how road expendi tu res  r pled between 1960 and 1970. % 
blotorway mileage was increased  from seventy-f ive  miles t o  

b ove seven hundred miles .  A t  l a s t ,  B r i t a i n  had t h e  frame- 
126 

work of  a modern highway system. - + 

~ a s ' i c  Condit ions.  Improved r o a q  and motorways 

roads .  A s  a r e s u l t ,  demand fbr cars i n  ~ r k t a i n  became more 



I : 

Annual -Expendi tures  on Road B u i  lding 
! ' , '- 

In B r i t a i n ,  1935-70, (,$ millions, current ) 
? .  

%m=e&+asf c Road' S t r t i s t i c s  
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increased p rospe r i t y  e a n t  t h a t  a f t e r  1960 t h e  share  of t he  /" 127 
home .market going t o  small c a r s  decl ined.  

i 

I n  a d d i t i o n ,  t he  motorways' meant t h a t  f o r  long d i s -  

tance  inter:ci ty t r a v e l  a  c a r  could compete wi th  an express  

t r a i n ,  A This - - encouraged - some s h i f t  of L d e ~ i i f r o m  the  ra i l -  

i ways t o  the  roads .  . 

St ruc tu re .  No c l e a r  e f f e c t .  A- - --- 

. Conduct.. Motorways encouraged t h e  des ign  of  c a r s  

capable of c r u i s i n g  a t  reasonably  high speeds.  
-T- 

Performance. A commitment t o  t h e  roads  encouraged 

some r e a l l o c a t i o n  o f  r e sou rces  from o t h e r  forms of t r a n s p o r t .  
-- - - - 

P o t e n t i a l  growth f o r  t h e  m&or i n d u s t r y  was i n c r e a s e d .  The . 

n e t  e f f e c t  on the  balarlce of payments w a s  unc lear .  'As ' J 

E r i t i s h  desig-0s became more i n t e r n a t i o n a l l y  accep tab le ,  

expor t  oppor tuni tges  increased.  A t  t h e  same time, imported 

des igns  were b e t t e r  s u i t e d  t o  t h e  improved road system. 
0 
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Duiing the  sixt . ies,   fie governpent :made it mandatory . .  

, - 
speed h i t s '  w e r e  ;imp&ed .* Annu&' s a f e t i  cheeks on Cars 
- .  - 7  

- 2  
* . '  

I 5  

'were required.  Discu%sions - were. held  wit^ 'the governments 
f . . O *  

of .o-ther count r ies  about' s tar idardis i rg  s a f e t y  . .features on 
>. . I -  -* ears. ' $mall government r e sea rch  gran&s were made f d r  %re- % 

' 129 . , 

search c q  s a f e t y  and ,po l lo t ion .  , ~ o h e v i r ,  \ ~ r i t i s h  ma&- Ld -- r - -- -- 

fa -c turers  were, more a f f e c t e d  by t h e  s t f f f e r  United' S t a t e s  . m 
standards which app l i ed  ' t o  ~ r i t i s h .  -car +exports .' - . 

1 
A .  \ -  . -  . . f .  

The gokernmentfs l & ' p r i o r i t y  f o r  these  . mat ters  wag 

r e f l e c t e d  i n  the  slowness with which changes were insro-  
* , 

duced. In 1962 ,  t h e  X i n i s t r y  of Transport amounced ' i ts 
I 

in3ention pf making seat belts standard equip&. -*The 
f 

* I 

p l i d y  uas- carried-Q- U 9 6 L  1996060 &eBniOfstr y o f  Ofp jl 

rt first introduced vehic le  tes ts .  Not .  u n t i l  1969 - 

did a l l  cars have t o  take.  the test. 
1 

+ 

. r '  

s - - - - 
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suspens ion  and braking. It aisp .., &iscouka&$'t~e * - de&$ - ,  

- s t , w  
. -- P 

of r e f  inkd high +peed cars. ~ a t h e r ,  prod ct desiagn was : . * . . .  
< 

, + *  . 
encouraged towards s a f e t i "  f e a t & s  and ant i -pol lu t ion  . ' 

4 0 - 
\ r  - . . . r devices .  

k 
' ,  

, Performance. Environmental po l i cy  ..% had . ho majbr - 
- 

OveraJl speed l i d t s  h d  a minor effpct on the balance 

. I,. 
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payrnknts. 'I? t he  l a t e  s i x t i e s ,  i n t e r n a t i o n a l  t r a d e  i n  

f a s t  &ophis t ica ted  saloons i n c r e a ~ ~ e d .  B r i t a i n  f a i l e d  . 

> - e d t o  & j o y  the  increase i n  exports of t h i s  type of c a r  
1 

* '  . 
experienced by count r ies  where there  were no speed 

125 l i  $- 
* limias. 
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S i n c e  1965, t h e  motor i n d u s t r y  had borne t h e  b r u n t  o f ' a  suc- ' 

c e s s i o n  of  c r e d i t  squeezes  and p o l i c i e s  t o  s u p p o r t  t h e  pound. 

F i n a l l y ,  l a t e  i n  1969, some improvement i n  t h e  b a l a n c e  o f  payments 

occurred .  D e s p i t e  r i s i n g  - ,  i n f l a t i o n , '  t h e  government i n t r o d u c e d .  
- -- - - - 

B 
expansionary p o l i c i e s  e a r l y  i n  1970. From 1970 t o  1973 t h e  Con- 

1 

m 

s e r v a t i v e  @;overnment cont inued w i t h  growth p o l i c i e s ,  +although 

i n f l a t i o n  worsened and t h e  b a l a n c e  of payments d e t e r i o ~ a t e d .  - - 

The expans ionary  measures of  1970 were fo l lowed  i n  1971 and 

1972 by t a x  c u t s  o f  over  one b i l l i d n  i n  each  y e a r .  - ~n 
1971, a programme of  v o l u n t a r y  p r i c e .  r e s t r a i n t  was i n t r o d u c e d  t o  

9 
c o n t r o l  i n f l a t i o n .  I n  1972, t h e  vo lun ta ry  programme was rep laced  

by a s t a t u t o r y  p r i c e s  and incomes p o l i c y .  A P r i c e s  Commission - 

n 
\ 

1 and Pay ~ ~ a r d  enfo rced  t h e  c o n t r o l s .  
3 .  

u .., I n  1973, t h e  i n c r e a s e  i n  o i l  p r i c e s  by t h e  QPEC c o u n t r i e s  

and t h e  pl consequent  r e c e s s i o n  of  t h e  wes tern  economy had a d is - '  . - 6 
a s t r o u s  EBffect on B r i t a i n ' s  i n f l a t i o n  r a t e  and b a l a n c e  o f  payments. 

J 
Throughout 1974 and 1975, t h e  Labour g o v e r k e n t 5  sought  t o  , c o n t r o l  

aggrega te  demand i n  a n  a t t e m p t  ' t o  defend s t e r l i n g  and f i g h t  i n f l a -  

t i o n .  The major  f e a t u r e s  o f  t h e  Labour governmentrs  r e s t r a i n t  . 

were a H s o c i a l  c o n t r a c t w ,  a v o l u n t a r y  incomes p o l i c y ,  and t r a d i -  
- - - -- 

- t i o n a l  f i s c a l  and monetary measures. 
3 !, 

Bas ic  c o n d i t i o n s :  Government -, r e g u l a t o r y  p o l i c y  a f f e c t e d  home .-. . 

9 - - - 

demand i n  a d i f f e r e n t  c o n t e x t  a f t e r  3970.  S i n c e  1945, the motor 
4, 

I n d u s t r y  had been powerful t o o l  wi th  which t o  r egu- la t e  aggre- P f -c. 



6 ,  g a t e  demand. One reason f o r  t h i s  w 5 s  t h e  c a p t i v e  home market . 
By 1970, lower t a r i f f s  and i n c  ased  compet i t iveness  from imports  7 .e 
had a l t e z e d  t h e  relat iOnshYp between home demand and government - 

\ 

r k g u l a t o r y  policy:', This  was demonstrated i n  J u l y  1971 when t h e  
\ 

_I ' 
gdvernhent in t roduced  measures t o  f u r t h e r  s y u l a t e  t h e  economy. - . 

- - - - - -- - - - * 
A - - -- 

The summer i s  u s u a l l y  t h e  p e r i o d  of peakf&&d i n  t h e  motor 
\ \ 
\ 

i n d u s t r y .  The gbvernmenqs  measures inc&ased demand by '13 p e r  

cent. * The B r i t i s h  L o t o r  i n d u s t r y  wa co&let_eljr unpre&r7d :for . 

'\ P t h e  unexpected r J se  i n  sa les . .  . I n  previous  y e a r s ,  w a i t i n g  1 , i s t d  

d '1 
f o r  B r i t i s h  c a r s  wo I d  have r e s u l t e d .  -By t h e  s e v e n t i e s ,  changed \ 

,;market cond i t ions  meant rs f i l l e d  t h e  &ap.- I n '  

a d d i t i o n ,  t h e  i n c r e a s e  e x p o r t s  i n t o  

t h e  domestic market .  9 

The government.l s 1971 u n i n t e n t i o n a l l y  

c r e a t e d  a change i n  t a s t e s  i n  t h e  B r i t i s h  market.-.-The apparent  

l o y a l t y  of t h e  B r i t i s h  f o r  r i t i s h  c a r s  was weakened permanently. 10 

I 1 . 
i 
! As a r e s u l t ,  when d e f l a t i o n  r y  measures were in t roduced  a i n  197'1, 
t 

t! t h e  import  p e n e t r a t i o n  e  B r i t i s h  market cont inued at h igh  
1 
I l e v e l s .  The B r i t i s h  motor i n d u s t r y  s u f f e r e d  s e v e r e l y .  

7 
Government p o l i c y  i n  1974 a f f e c t e d  t h e  supp,ly of energy t o  \ 

t h e  motor i n d u s t r y  ; - The -033 embargo a d - f J t c ~ i p p & e d - t t e - - % ~ ~  - 

Q 
- 

- 7 B s  *-he ye- i 

I government implemented a t h r e e  day working week t o  save  energy.. 

motor i n d u s t r y .  T h i s  caused f u r t h e r  r e d u c t i o n s  i n  production. 12 



f ~ t r u c d ~ r e :  ~/hk  government I s  dxpansionary p o l i c i e s '  o f  1971 

I 
I .  

:A, 
and 1972 e n ~ o u r a g e d  a. d ramat ic  i n c r e a s e  i n  import  p e n e t r a t i o n  a. ". 

t o  t h e  B r i t i s h  market .  However; s i n c e  an impor tan t  p r e - r e i u  ' 
I 
I * . i -  

t e  f o r  this w a s  lower t a r i f f s ,  t h e  e f f e c t s  on s t r u c t u r e  a r e  
B 

I 
d i s c u s s e d  under  import  and expor t  p o l i c y .  l 3  _ 

e I 
' 

. , ~ a i i u d  t o e e ~ ~ l i - n f l a ~ i ~ n  meant that costs me-La-khe--- 
I 
I '  

i n d u s t r y .  P g r t i m l a r l y ,  be.tween 1973 and 1975, c o s t s  r o s e  r a p i d l y  

1 4  a t -  a t ime b f  d e c r e a s i n g  d i s p o s a b l e  income. 
f 

Excess  c a p a c i t y  . 
1 

i n  t h e  mot0 d u s t r y  e x i s t e d 1 5  as a  r e s u l t .  

Conduct: The government 's  use  of v o l u n t a r y  and s t a t u -  

t o r y  incomes p o l i c i e s  a f f e c t e d  p r i c e s  i n  t h e  motor i n d u s t r y .  For 

* example, i n  t h e  autumn of  1972, B-L . r a i s e d  domest ic  p r i c e s .  ~ h e ' y  

had n o t  ag reed  t o  p a r t i c i p a t e  i n  t h e  government 's  v o l u n t a r y  con- 

t r o l s .  l6 The t h r e e  American companies who had a g r e e d . t o  volun- - 

bary c o n t r o l s  wait,ed u n t i l  t h e  end pf. t h e  y e a r  b e f o r e  r a i s i n g  

p r i c e s .  A l l  t h e  motor f i r m s  r a i s e d  p r i c e s  i n  a n t i c i p a t i o n  of 
-s,* ; ,- 

I? - 
s t a t u t o , r y  c o n t r o l s .  .,," ,, 

,"I 

The y e a r s  ;&f5;'.estraint i n  t h e  l a t e  q i x t i e s  reduced p r o f i t s .  
e 

and a p p a r e n t l y  sapped b u s i n e s s  conf idence .  A s  a  r e s u l t ,  r e s e a r c h  

- and development and inves tment  were slowed. I n  1970, inves tment  

/ p l a n s  and p r o d u c t i o n  t a r g e t s i n  the--motor i n d u s t r y  were c u t .  - 

1 7  

No B r i t i s h  based  firm made s u f f i c i e n t  -- p r o f i t s  t o  cover  i n v e s t -  

merit . 18 Accordingly,  few new models were i n t r o d u c e d  ln B r i t a i n  

in t h e  s e v e n t i e s .  19 

. Performance: I n  t h e  s e v e n t i e s ,  t h e  e f f e c t  of  y e a r s  of  govern- 
1 

i 
I; 

I 
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rnent ' r e g u l a t o r y  po ' l icy on a l l o c a t i v e  e f ~ i c i e n c y ;  and t h e  * *  

ba lance  of  payments could  be s e e n .  Table 9  shows t h e  e f g e c t  on 
/ 5 

p r o f i t s  and inves tmen t .  20 ~ e t w e e n - 1 9 6 7  and' 1 9 7 1  t h e  r e t u r n  + .  on 
'*\ 

c a p i t a l  i n  t h e  B r i t i s h  motor i n d u s t r y  was one-thihd t h a t  o f 7  

Germany. 21 Desp i t e  c o n s i d e r a b l y  lower wages and sr devalued pound, 
'5%-22 - - - -2 

B r i t a i n  was unable  t o  compete w i t h  European. expor$ and produc- 

t i o n  l e v e l s .  23 P r o d u c t i v i t y  compared poor ly .  ,2 4 By 1974•÷ t h e  

x- B r i t i s h  motor i n d u s t r y  had become u n p r o f i t a b l e  and uncompe 

t i v e  and i t s  c o n t r i b u t i o n  t o  economic growth and t h e  b a l a n c e - o f  
, 

payments s e r i o u s l y  d imin i shed .  &I 

I n  t h e  e a r l y  s i x t i e s ,  t h e  government had s e e n  t h e  motor .  

. A  
i n d u s t r y  as a  powerfu l  l e a d i n g  s e c t o r  capable  o f  c r e a t i n g  r e g i o n a l  

economic growth. 25 It i s  d i f f i c u l t  t o  be p r e c i s e  i n  

at  what t ime t h e  i n d u s t r y  ceased  t o  be a l e a d i n g  s e c t o r .  Accord- 
\ 

i n g  t o  one i n d i c a t o r  i t  w a s  1970. Some s t o c k  market a n a l y s t s  

c la im t h e  s t o c k  market i s  a good p r e d i c t o r  o f  e v e n t s .  I n  1970, 

B r i t i s h  Leyland s h a r e s  began t o  d e c l i n e  s e r i o u s l y  I n  v a l u e .  There- 

f o r e ,  i n  197'0? t h e  s t o c k  market began t o  r e f l e c t  doubts  about  
i *  

whether t h e  only  remaihing  lar e  B r i t i s h  c a r  f i r m  cou ld  s u r v i v e .  g=. 8 
\ 

I n  a  world of i n c r e a s i n g l y  i n t e n s e  t h e  o n s l a u g h t s  

of government cy a n d  t h e  B r i t i s h  l a b o u r r e ~ m s  system-might - -- 

,' 

be toomncft. 27 - -  'i u L; 

I n  t h e  s e v e n t i e s ,  t h e  long  r u n  e f f e c t s  of  government regu- 

l a t o r y  p o l 2  cy were reP3ectxx3 in +&e -ttafanee- of + a + m e - -  - ' 

been a r g u e d . i n  p r e v i o u s  c h a p t e r s  t h a t  government r e s t r a i n t  i n -  



, 
' ~ n v e s t m e n t  and Cash Flow i n  t h e  B r i t i s h  ~ o t o r  

7 

I n d u s t r y ,  1960-73, i n  m i l l i o n s  of  pounds 
D ,. 

4 

Year Net + Deprec ia t ion  = Cash Gross Fixea 
Earninas  - Flow Investment 

1 

- Source : Great B r i t a i n ,  Par l iament ,  Expenditures  Commi-tte-e , 
1974-75, The Motor Vehic le  I n d u s t r y ,  (Lonqon: HMSO 
19751, p .  407. - - - - --- - - P C  - --- 

- - - -- - 

& 



creas-ed e x p o r t s  i n  t h e  s h o r t  run .  However, t h e  .e&ct of  such 

p o l i c i e s  was t o  r educe  p r o f i t s  and inves tment  d i s c o u r a g i n g  r e -  
5 

s e a r c h  and development and t h e  development of  new d e s i g n s .  I n  

t h e  long  run ,  t h e - b a l a n c e  of payments s u f f e r e d .  S ince  1945, t h e  
/ 

motor i n d u s t r y  had been B r i t a i n ' s  major  e x p o r t  i n d u s t r y .  Over 

t h e  s a &  periodt, c a ~ -  i m p o r t s  --been l o w .  In t h e  s werrtSes, 

B r i t i s h  mass produced c a r s  ceased t o  be i n t e r n a t i o n a l l y  competi- 

t i v e ,  whils ' t ,  a t  t h e  same t ime ,  import  p e n e t r a t i o n  of  t h e  B r i t i s h  
- 

marke t  i n c r e a s e d  yapidly: By 1973, t h e  b a l a n c e  of  t r a d e  i n e c a r s  

was j u s t  i n  s u r p l u s .  28  The long  r u n  e f f e c t s  o f  a q u a r t e r  of a 

c e n t u r y ' s  use o f  t h e  motor i u s t r y  as an economic r e g u l a t o r  9 m 

-, were c l e a r l y  f e l t .  3% .p 
1 

'\ 
L F i n a l l y ,  employment i n  t h e  i n d u s t r y  w a s  a f f e c t e d  by z e g u l a -  

t o r y  pol icy . ,  A s  t h e  motor i n d u s t r y ' s  v T a b i l i t y  as a l e a d i n g  

s e c t o r  came i n t o  q u e s t i o n ,  t h e  many jobs  eependent  upon t h e  motor 

i n d u s t r y  were p l a c e d  i n  jeopardy.  

EXPORT AND IMPORT POLICY, 19m-75 
L . . 

By t h e  s e v e n t i e s ,  i n  formula g p o l i c y ,  t h e  government had 

t o  t ake4accoun t  of  p o l i c y  changes on impor t s  as w e l l  as e x p o r t s .  
-2 .s 

,- 

Before  t h i s ,  a number o f  f 8 c t 0 r s ~ ~  had meant- t h e r e  w a s  a c a p t i v e  

h c m e  rnarkeL for the Brltish motar  i n d u s L r y . I n  the s e z e n t i e s ,  

t h e  n a t u r e  of  f n t e r n a t i o n a l  t r a d e  f o r  t h e  Uni ted  Kingdom was 

markedly d i f f e r e n t  t o  that  between 1945 and 1969. . 

G ~ v e r m e n t  po-lie3 a f f e c t e d  Import  p e n e t r a t i o n  l e v e l s  i n  :the- 
. & 

s e v e n t i e s .  It d i d  t h i s  through tar i f f  agreements,  r e g u l a t o r y  



p o l i c y  and s p e c i f i c  moves t o  l i m i t  impor t s .  F i r s t l y ,  i n  1 9 7 2 , a  
-7 

t a r i f f s  on imported c a r s  were reduced t o  1-1- c e n t  u n d e r i t h e  
1 

Kennedy Round agreements .  I n  1 9 7 h  B r i t a i n  f i n a l l y  e n t e r e d  t h e  

European Economic Community. T h i s  p rov ided  t h e  o p p o r t u n i t y  f o r  

i n c r e a s e g  i n t e r n a t i o n a l  t r a d e  i n  c a r s .  Secondly,  i n - 1 9 7 1 ,  t h e  

government gave a sha-skirnulus t o  c a r  demand i-n f B 3 t z Z n a s L L p a r t  

of r e g u l a t o r y  p o l i c y ,  d i s c u s s e d  above, 30 t h i s  l e d  a r a p i d  

r i s e  i n  impor ts  when B r i t i s h  producers  could  n o t  meet t h e  r a p i d  

i n c r e a s e  i n  demand. Th i rd ly ,  i n  1975, t h e  ' prime M i n i s t e r  imposed 

some c o n t r o l s  on c a r  impor t s .  I n  1974, i m p  par-  

t icylar iy  from Japan.  S i r  Ray Brookes, p r e s i d  o f  t h e  SMMT, 

.* 
%%asked t h e  government f o r  h e l p .  31  ~t t h e  summit meet ing  of  world 

l e a d e r s  a t  Rambouillet  i n  1975,  M r .  Wilson o b t a i n e d  agreement f o r  

some c o n t r o l s  on c a r  Fm;'rnports. 32 Late  i n  1975, M r .  P e t e r  Shore,  

t h e  B r i t i s h  government 's  Trade S e c r e t a s y ,  went t o  J a p a n .  He ob- 
- ,  

t a i n e d  a promise of v o l u n t a r y  r e s t r a i n t  on e x p o r t s  t o  B r i t a i n  by 

t h e  Japanese .  33 By t h a t  t ime ,  Nissan o u t s o l d  Vauxhal l  and Chrys le r  

i n  B r i t a i n ,  and import  p e n e t r a t i o n  w a s  approaching  f o r t y  p e r  c e n t .  34 

I n  t h e  s a y e n t i e s ,  government p o l i c y  con t inued  t o  i n f l u e n c e  

e x p o r t s .  d i d  t h i s  J through tariff p o l i c y ,  r e g u l a t o r y  p o l i c i e s  

and s p e c i f i c  p o l i c i e s _  t o  h e l p  e x p a r t s .  - By-197'1, follouLng the 
# 

o i l  c r i s i s  t h e  a b i l i t y  o f  B r i t i s h  p roducers  t o  i n c r e a s e  exports* 
, B  - - -  

as t h e  home market' was squeezed had d iminished.  Th i s  was d e s p i t e  

. lower t a r i f f s  t o  f b r e i g n  markets  as a r e s i l t  of the Kennedy Round_ 
- - - - - - - - 

--- . 
and S r i t i s h  membership i n  t h e  EEC. Although the pound had been 

. . 
e. 

7 a 
. . - s a 

-& 1 



- - -  - - -  - 

O -178- - 
- - - - - - - - - 

al lowed t o  f l o a t  downwards, Br i t i ' sh  c a r s  w e r e  no l o n g e r  -as  compe- 

t i t i v e  as . b e f o r e  i n  expor t  m a r k e s ;  . '1; 1975Ze the  government be- 
-4  d 
% TB" * a 5 

came d i r e c t l y  invo lved  i n  c a r  e x p o r t s .  Bg t h e  o i l  cris'i-s, - - -  

*- -- 

a l l  European companies made a t t e m p t s  to  I n c r e a s e  t r a d e  t o  t h e  

Middle E a s t .  A major  e f f o r t  by t h e  Labour government enab led ,  
C 

, '  
I 

- ' 
Chrys le r  - t o  o b t a i n  a one hundred m i l l i o n  pound c o n t r a c t  t o  pro- ' - -  - _ _ _ 3- 

duce t h e  o u t d a t e d  Hillman Hunter i n  I r a n .  35 - 
- B a s i c  c o n d i t i o n s :  Government import  and e x p o r t  p o l i c y  a f f e c t e d -  

B r f t i s h  and o v e r s e a s  demand. Throughout t h e  s i x t i e s  TmportsXad 
- 

- 
t aken  about  s i x  p e r  c e n t  o f  t h e  domest ic  market .  36 Ip February 

1970, NED0 f o ~ e c a s t  t h a t  by 1975, a s  t a r i f f s  d e c l i n e d ,  t h e  B r i t i s h  

motor i n d u s t r y  should  expect  import  p e n e t r a t i o n  t o  r i s e  t o  15' p e r  . 
* 

37 ' c e n t .  I n  J u l y  1970, impor ts  took 15 p e r  c e n t  of  t h e  market .  
.. 

By 1975,  impor t s  took  40 p e r  c e n t .  
-- 38 Reduct ions i n  tar i f fs  and A 

membership of t h e  EEC were 

f o r  B r i t i s h  c a r s .  ~ o t h i n ~  
+ 

impor ts  occur red .  39 A f t e r  

supposed ' t o  i n c r e a s e  overse'as demand ; 

cornparable t o  t h e  s d x f o l d  i n c r e a s e  i n  .. 
1971, t h e  American f i r m s  i n  B r i t a i n  

" L 

ceased t o  e x p o r t  t o  North America because o f  poor  '';. Ebrd 

and GM sourced  e n t i r e l y  from Germany, C h r y s l e r  sourced  from Mitsu- 
*, 

1 

b i s h i  i n  Japan .  B-L cont inued t o  expor t  t o  North America. ~evZ ' r -  
e" 

t h e l e s s ,  B-L w a s  90 p e r  c e n t  r e l i a n t  f o r  e x p o r t s  on an  outda:ed . 
- -- - *  - - - - - -  

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

range  o f  s p o r t s  c a r s  and = t h e  Marina s a l o o n ,  - I n  1975, EkL. ceased ' 
). 

s a l e s  of  t h e  Marina t h e r e .  By then ,    we dish, F~rench. ,  ~ t ' a l i a n ,  - 

German' and Japanese  c a r s  o u t s o l d  t h e  once dornfnant ~retish. . ~ f t f e s -  
- - - - -- - - - -- - - -- 

19 73, i n  t h e  EEC, ~ ~ m a n ~ ,  ~ r a n c e '  and I t a l y  a l l  e x p o r t e d  ovec:fif ty '  - 
C 

* e 7  . * -  
, -  > 

" 7 4 

/ .. 7 . 
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+ .  
' ,  4 ! 9 

' p e r  beht  o f  their prod:ction. B r i t a i n  only expor ted  t h i r t y - t h r e e  

-- p e r  cent  o f - a  ~ma i l e r  Product ion  t o t a l .  The world r e c e s s i o n  i n  . 
* ,  ' : 

-1974 mearit t h e r e  *was bxkess c a p a c i t y  ins l u r o b e  and i n t e n s k  com- ' 
P 

$ 2 

p e t i t i o n  aggravated  by a n ' i n c r e a s e d  ~ a p a n e s c  presence .  Conse- 
r 

quen t ly  , - B r i t a i n  g a i n e d  l i t t l e  advantage.  om EEC membership. C 
- >  - -- - -- - A --- -- 

, S t r u c t u r e : *  Lower tariffs  l e d - t o  a co-nsiderable  change i n  . 
i 

i n d u s t r y  s t ruc ture . .  *. Impor ters  became s i g n i f i c a n t  in .  t h e  market, - 
. . l .  

=I 

T 
" Japanese,. Geman, French and I t a l i a n  w o d u c t s  accounted f o r  t w o  ' -- 

- c a r s  o u t  qf every  * f i v e  s o l d  i n  B r i t a i n ,  bi 1975.- For  t h e  l a r g e s t  - , , ,, 

-importer&4i;ch as ~ o l k s w a ~ e n  -and ' ~ i s s a n ,  market s h a r e s  j u s t i f i e d  : 
a y m b l y  ~ l a n t s  i n  B r i t a i n .  These would have'. been e s t a b l i s h e d  

, had i t  no t  been _for l abour  problems. 41 d t  t h e  same time, -by 1975; 
, 

W u x h a l l  and Chrys le r  .had exper ienced h ~ m e  market d e c l i n e s .  with- 
-- - - - -- - - - 

t out  a corresponding i n c r e a s e  i n  exports , .  Thus, b o t h  companies 

opera-ted, below c a p a c i t y  a t  p roduc t ion  l e v e l s  which f a i l e d  t o  

e x p l o i t  - p o t e n t i a l  economies, o f  s c a l e .  A s  a ~ e s u l t ,  Chrys le r  %made , , -' ' 

- a 

p l a n s  t o  run  down Cbrys le r  i n  ' B r i t a i n .  L a t e r  t h e s e  .wk!re .changed 
, .  

and Chrys le r  .(UK) w a s  i n t e g r a t e d  moie c l o s e l y  with Chrys le r  
t 

(F rance ) .  '* General  Mot'ors dec ided  t o  i n c r e a s e  cboperat ior i  be- - ; 

L .  

markets  w a s  reduced.  ken , in  % B r i t a i n ,  imports  underso la  the . 
* < 

44  " * '" I 

BrLtishpraduets. 
P 

ed to be $he captive 
. - 

C p r o f i t a b l e  market of bygone days. S t i l l ,  there. is -tmne%vtdence, ' * 

, 



9 

t h a t  B r i t i s h  manufac turers  cont inued t d  dump' c a r s  o v e r s e a s .  .45 
a 

< 

-Lower t a r i f f s  a f f e c t e d  product  des igns  and p roduc t  s t r a t e g y  
5 

i n  1974 and 1975. _ F i r s t l y ,  i n  B r i t a i n  it w a s  ques t ion ,ed  whether  

B-L should  c o n t i n u e  t o  produce mass produced c a r s , -  g i v e n  Japanese  
* > 

'and European compe t i t iveness .  46. 'It was sugges ted  - t h a t  B-L might 

luxury s a l o o n s ,  Rovers and J a g u a r s .  4'7 N e v e i t h e l e s s ,  a new B-L 

range of mass produced c a r s  was-p lanned,  n o t  s o  much f o r  e x p o r t a  
I - - 

-- - - 
7 - - 

48 but  as - import  - s u b s t i t u t e s .  - Secondly,  a t  Vauxhal l  and Chryqlec,  * '  

t h e  p o l i c y  o f  producing  d i s t i n c t  B r i t i s h  d e s i g n s  was abandoned. 
sp 

In  t h e  f u t u r e ,  C h r y s l e r  (UK) would produce C h r y s l e r  (F rance )  de- , . 
s i g n s ,  w h i l s t  Vauxhal l  would produce e s s e n t i a l l y - O p k l  desfgns .  

Performance: The main e f f e c t  of  t a r i f f  p b l i c y  was on t h e  

ba lance  of payments. ~ l l ~ c a t i v e  e f f i c i e n c y ,  progress -and employ- 

ment were a l s o  a f f e c t e d .  A s  a r e s u l t  of  lowered t a r i f f s  and t h e  - 
d e e i i n e  of  B r i t i s h  c ~ m ~ e t i t i v e ~ e s s , ~ ~  t h e  b a l a n c e  o f  t r a d e  i n  c a r s  

, 
deteriorated s u b s t a n t i a l l y .  ' A s  impor t s  grew more r a p i d l y  t h a n  ' 

" e x p o r t s ,  t o t a l -  demand for ~ r i t i s h  c a r s  , .  s u f f e r e d  a r e l a t i v e  de- 

c r e a s e .  F i n s  t ended  t o  o p e r a t e  a t  ' less '  t h a n  f u l l  c a p a c i t y ,  w i t h  - 

n e g a t i v e  e f f e c t s  o n - e f f i c i e n c y ,  p r o f i t s ; p r o g r e s s  (. w d  employment.. 
t 

' ., 
o$partunit  i e s .  Specif ic  gouernnent palFcG&o i h e l p e x p ~ r t  s . for ---: 

d e a l ,  he lped  t h e  ba lance  o f  paymeqts. 
Y 

a ' C m p U a n s  _pelicy is  discussed u n d e r  - two headings .  ~ i r s t  iy ,' 
, . 

mergers p o l i c y  2 s  examined. Mergers policy may be a misnomer for 
I 

1 .  



developments i q  t h e  s e v e n t i e s ,  but  i s  used f o r ' c o n s i s t e n c y  w i t h  = '. 
, - 

o t h e r  c h a p t e r s .  Changes i n  ownership which o c c u r r e d ' i n  the  motor . P 
1 

i n d u s t r y  invo lved  t h e  government- d i r e - c t l y  ., Se'condly-, r e S t r i c t i v e  
. < 

t r a d e  p r a c t i s e s  a r e  b r i e f l y .  examined; , 
- 

m the ezctmve-hrt~esSsS t i e  -C 
H 

allowed t h e  I R C  td l a p s e .  I n  197.4, t h e  new ~abou$~ 'povernment  
> 

r e u r n e d  t o  t h e  same under ly ing  concept o f  * the  IRC. I n  t h e  In-  - - - -- - - 
- A  - - sS - - - --- - -- . - 

\ # 

. d u s t r y  B i l l ,  a  N a t i o n a l  ~ n t e r p r i s e  ' ~ o a r d  (NEB) w a s  proposed.   he. " 
* .  ._ 

*r t 

NEB would have p6wers t o  r e s t r u c t u r e  apparent3.y h e a l t h y  i n ' d u s t r i e s  & .  
. r 

'which might. be i n  danger  o f  f a i l i r i g .  comparable bod ies  had been* .  
&?. -. - 
-~+- + i  

s u c c e s s f u l  i n  japan  and France .  I n  G-ermaGy , t h e  powerful  banks- : . , . 

had f u l f i l l e d  a similar purpose .  The NEB * w a s - e s t a b l i s h k d  i n  1975: 
P , - a  

- The f i r s t  -L i n d u s t r y  t o  r e c ' e i e  NEB i n f e r f e r e n c e  w s s  thee-.aahr i n -  
. 

 ust try . I n  a d d i t i o n  t o  t h e  work' o f  t h e  NEB, t h e  government ,p ro -  A " 
f 

- 
t -. * 

vided  f i n a n c i a l  a i d  t o  some c a r  .p roducersx to  maintai-n t b m  askon- ' - 

. going e n t i t i e s .  D u r i n g  t h i s  p e r i o d  no mergers  bebween independent '  -. 
6 ,  

p&i ic  companies occurrdd ,  n o r  were t h e r e  any f o r e i g n  %akeovers-,* 
' .  

The r o l e  of  t h e  NEB i n  t h e  'motor i n d  s t r y  had+i t&.or&ins  * 

- 
L & .  



TABLE X 

"Comparative Efficiency of U.K. -Motor industry (1974) 

Valuc added 
per man. 

- *,60e- 
•’7,966 . 
f 5,875 
f 5,207 
•’4,886 

Gross output 
per man 
ELZ&LLL 
f 19,905 
•’ 14,747 
i12,672 
E14,790 
f l4,.l86 
Errs37 . . 

* •’19,972 
El5928 
•’11,397 
4 9- 
% 7,975 
E 8 8 2  
•’ 6,539 

Fixed assets 
per'man 

- f&L, 
E5,602 
E3,612 
•’2,694 
E4.662 

' •’3,608 
- - - - - -- - - 

f 3,141 
•’2,396 
•’2,65l 
41,436 
f 1,356 
•’3,160 
i 920 C 

-e=~.s+ - - 

Ford (U.S.) ... 
... opcl ... 

Daimler-Bmz 
... Volvo ... 

Ford G2mmy 
... Volkswagcn 

.Saab ... . , . 
... Rmault 

Ford(U.X.) ... 
~ ~ ~ ( U J U  

... v.Pxh.u 

... Fiat -... 

... B.L.M.C. 

Source: Great Britain, Parliament. Fourteenth Repopt. 
from the Expenditure Camnittee, -e 
Industry". Session 197%-75, p, 36. 
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B-L unde 7. t o o k  a  major  irtvesttnent p l a n  i n -  an a t t empt  - 

t o  modernisk. These e x p e n d i t u r e s  co inc ided  w i t h  the.. f a l l  $n de- + 

1 

mand fo l lowing  t h e  o i l  c r i s i s .  =In 1974, t h e  f i r m  w a s  i n  f i n a n c i a l  
- 

d i f f i c u l t i e s .  B-L approached t h e  government f o r  h e l p .  A s  a con- - 

d i t i o n  f o r  giv/fix f i n a n c i a l  s u p p o r t , 5 2  t h e  government had a  r e p o r t :  

.made about  B-Lfs f u t u r e .  Th i s  w a s  dbne by S i r  Donald ~ ~ d e r ;  an 
Q , - 

eminent B r i t i s h  businessman. 
* 

W h e n  t h e  NEB was es+ab3isked i n  ,3975, S i r  Donald Ryder .-wiw- - 

appointed  chairman. Act ing  on t h e  s t r e n g t h  of  t h e  Ryder Repor t ,  - 
t h e  f i rs t  . t a r g e t  o f  t h e  NEB w& B-L. - B a s i c a l l y ,  t h e  government 

agreed t o  save t h e  a i l i n g  company. 
0 

b 

The Ryde,r Report  w a s  n o t  publ.i$hed. i n  f u l l ,  because p a r t s .  of  - 
4 = 

i t  were l i b e l l o u s .  Remedies had t o  be t aken  a g a i n s % -  t h e  w s e  
* b 

- - 

<- . 
product  range', overmanning and t h e  e f f e c t s  o f  y e a r s  o f  under inves t -  

ment. The Ryder Repor tees t ima ted  t h a t ,  a t  c u r r & n t  p r i c e s ,  n i n e  
, 

h u n d r e d ' m i l l i o n  pounds would have t o  be i n j e c t e d  i n t o  t h e  company 

between 1975 and 1978; f i v e  hundred m i l l i o n  pound ; ' a s  long-term.  

loans ,  two huridred m i l i i o n  pounds of  governmekC e q u i t y  and two 
- 

* 

* huqdred m i l l i o n ,  pounds i n  'bank l o a n s .  A d d i t i o n a l l y ,  , tuhilst  t h e  

government was no t  t o  n a t i o n a l i z e  t h e  company, i t  d i d  o f f e r  t o  
- - - - - -- -- - - - - --- & 

buy a l l  e x f g t h g  s h a r e s  a t  t e n  pence. 5 3  1f a l l  s h a r e h o l d e r s  
- - - -  - 

accep ted  t h e  o f f e r  t h i s  would c o s t  a f u r t h e r  s i x t y  m i l l i o n  pounds. 

Then, betw'een 1978 and 1981, a n o t h e r  f i v e  hundred m i l l i o n  pounds 
- - 

would be needed. That meant t h a t ,  t h e  t o t a l  c o s t  of s a v i n g  B-L, 
A 0 

i n  1975 p r i c e s ,  w a s  1 . 3  b i l l i o n  pounds. 



The Ryder Report  recommended t h a t  'none of B-Lt-s f i f t y - f i v e  . 
i 

- 

.9 2 f a c t o r i e s  be company wou>& be r e o r g a n i s e d  i n t o ,  f o u r  

groups.  The l a r g e s t  would be c a r s . E L I n  a d d i t t o n ,  t h e r e  would be 
- 

i n t e r n a t i o n a l  p r o d u c t s ,  s p e c i a l  p roduc t s  and t r u c l y  and buses .  
= C "  ' 

The Ry-der Report  ' s recornmendat i o n s  f o r  s t r u c t u r a l  r e o r g a n i s a t i o n .  
- 

* 

who r e s i g n e d .  H e  had been h i r e d  from Ford fo l lowing  t h e  c r e a t i o n  

-of B-L i n  1968. Lord S tokes  was e f f e c t i v & ? y  d i smissed  as, c h a i r -  - 
- - 

I .  
man by an appointment t o  honourary p r e s i d e n t .  

The Ryder Repor-t s ' a i d  t h a t  -without  -improved l a b o u r  eff ic i iency 

t h e  company could  n o t  s u r v i v e .  Improved p r o d u c t i v i t y  would stem 4 '  

from c u t s  i n  t h e  numbers of workers ,  g r e a t e r  movement and i n t e r -  
, 
-b 

c h a n g e a b i l i t y -  between jobs ,  and a r e d u c t i o n  i n  t h e  number of 

b a r g a i n i n g  u n i t s .  Ryder concluded t h a t  B-Lr s s u c c e s s  depended 

upon l a b o u r  coopera t ion .  I f  t h a t  w a s  no t  for thcoming by 1978,  ' 

Ryder recommended t h a t  f u r t h e r  investment  s h o u l d ~ b e  h a l t e d .  
4 i. 

~ l t h o u ~ h  t h e  .government acc1epted t h e  Ryder Report  t o  save  
* 

t h e  remaining B r i t i s h  owned c a r  company, c o n s i d e r a b l e  x c r i t i c i s m s  
-5 

were l e v e l l e d  a g a i n s t  t h e  g l a n .  ~ i r s t l y ,  c r i t i c s  argued t h a t  
h Q 

r 

O ,  

Ryder had been asked t h e  wrong q u e s t i o n .  Ryder was asked,  ?What , - 
O .. 

w a s  necessa ry  t o  make B-L p r o f i t a b l e c  w i thou t . f i nanc iUres t r a in t ? ! ' - -  - b- - 

It w a s  s a i d  t h a t  he should  have been-asked, "What w a s  necessayy - , . ' 
- -- -- -- - - 

t o  save  B-L?" For  example, a t  B r i s t o l  U n i v e r s i t y , . s i x t e e n  a l t e r -  

n a t i v e  programmes, i n c l u d i n g  t h e  Ryder scheme; were examined. It- 
- 

w a s  concluded t h a t  t h e  Ryder Bcherne would n o t c  g e n e r a t e  p r o f i t s .  
* 

1 
- 



I n s t e a d ,  t h e , ~ r i s $ o l  team advocated loss miBimising programmes. -54 - 
. - - - - . .  % 0 

Secondly,  Ryder 'was c r i t i 6 i s e d  f o r  be ing  o v e r % p t i m l s t i ~ ,  The 
f 

. 5 -  
Trade and I n d u s t r y  sub-committee o'f tk;e ~ o u s e  o f  ~omm6ns b e l i e v e d ,  ; t 1 

t h a t  Ryder r e l i e d  t o o  muEh on B - L t s  own f o r e c a s t s  &bout i n c r e a s e d  

world p e n e t r a t i o n .  55 H; a l s o  underes t ima ted  r e q u i r e d  redundancies  . 

: and g i v e  s i g n a l  l a c k  o f  s u p p o r t i n g  ~ a ~ g u m e ~ t ~ ; l j 6  - t o  t h e  b r o p o s a l  R 

0" _ _ - _  - --a'A - - - -- - - - A- - - 

t h a t  B-L could  compete wi thomass  produced c a r s .  57 T h i r d l y ,  t h e  I. 

~ ~ d e r  Report.rnade s t e i n g e n t  demands on l a b o u r .  A s  t h i s  t h e s i s  - 

has  shown, t h e  posC way- r r i s to ry  of labciur cooper&io i  wi€h-$ovemi- . ' 
merit and manakehent. has  - n o t  been good. c 

a 
-To c a r r y  out  t h e  Ryder p l a n  a t  B-L, S i r .  Ronald Edwards, a 

-) former  head of t h e  N a t i o n a l  E l e c t r i c i t y  'Board and P r o f e s s o r  of  - 
4% " .  

. = $ ~ n d u s t r i a l  Organ i sa t ion  a t  London U n i v e r s i t y ,  w a s  appo in ted  c h a l r -  
*% - 
man: H i s  d i f f i c u l t  t a s k  of  m o d e r n i s h g  B-L w a s  made. no e a s i e r  - 

\ w 
by t h e  g o v e r r k e n t i s  d e c i s i o n  l a t e  i n  1975 t o  save  ~ h r ~ s l ' e r  (UK). 

1 - 
Since  a c q u i r i n g  Rootes i n  t h e  m i d - s i x t i e s ,  Chrys le r  had l o s t  

ove r  f o u r  hundred m i l l i o n  pounds iri B r i t a i n .  Q u i t e  s imply,  C h r y s l e ~  
, . 

( U K )  was t o o  sm-all. Twice i n ' 1 9 7 5  t h e  g o v e r n m n t  t u r n e d  down - 6  - . 
. . 

c h r y s i e r f  s qequcs t s  fa? f i  n a q c i a l  ' a id  a long  tihe l i n e s  g iven  t o  
<. 

B-L i n  19-74. F i n a l l y ,  ~ h r y s l i r  t g r b a t e n e d  t o  a l l o w  t h e i r  B r i t i s h  . 

9 

o p e r a t i o n s  t o  run  down. When Chrys le r  r e q u e s t e d  a i d  a th i rdc t i cme ,  
- - - -- - - - - - - - - - -- 

5 a$d worth over  seven ty  m i l l i o n  pounds was g4ven. 58  he govern- 
t -- - - ---- -/ ment gave i n  t o  Chrys le r  f o r  p o l i t i c a l  r easons .  F i r s t l y ,  t h e  - - 

government wished t o  p l a c a t e  t h e  I r a n i a n  government. I n  Iran, L - 
. *  

&--- - --- 

C h r y s l e r  ( U K )  had b u i l t  an  assembly p l a n t .  59 I n  1974 t h e  I r a n i a n s  
.- 



I 

L - 

h a d  l e n t  B r i t a i n  o v e r  o n e b i l l i o n  - d o l l a r s ;  ' I r a n  put  pr2ssure on 
- i 60 t h e  B r i t t s h  government t o  suppor t  Chrys ler . Secondly; i n  1974, 

> 

i t  was p o s s i b l e  t h a t  t h e  S c o t t i s h  N a t i o n a l i s t s  would s p l i t  t h e  
' 

9 

- Labour p a r t y .  If Chrys le r  withdrew, jobs  i n  Sco t l and ,  and hence- 

. Labour p a r t y  suppor t ,  would be l o s t .  F i n a n c i a l  a i d  t o  Chrys le r  . 
A - -A - - - - , - - -- a - - A 

v - 
made no economic sense .  61 By main ta in ing  Chrys le r ,  t h e  govern- 

ment s imply made t h e  ou t look  f o r  B-L and t h e  a i l i n g  Vauxhall ,  6 2 .  '. 

'2 . . 
. awe dif i ' i ~ - l ; t Z t ~ . .  - -- - -- 

----- - - - * - 

. . 
Bas ic  hdf id i t ions :  D i r e c t  involvement by t h e  government i n  . , 

t h e  motor . i n d u s t r y .  a f f e c t e d  b a s i c  c o n d i t i o n s  of  supply and demand. 

Union a t t i t u d e s  were i n f l u e n c e d ,  s o  w a s  t h e  con tex t  which d e t e r -  c. 

mined c a r  demand. . 0 

A t  t h e  t i m e  o f  t h e  Ryder Repopt, it  was r e p o r t e d  t h a t  the  '9 

- - -  - 

wade un-ions were d i s a p p o i n t e d  because t h e i r  hopes f o r  some w o r k e ~  

c o n t r o l  were no t  f u l f f l l e d ' .  ' This  added $0 t m d e  union a l iena t i -on .  a 

~ o r r e v e r ,  M r .  J ack  Jones ,  l e a d e r  o f  t h e  largest union i n  B r i t a i n ,  

t h e  Transpor t  and ~ e n e r a i  Workers Union,: t y m e d  down the govern- 
* .? . . 

i e n t  ' s  o f f e r  t o  s&&=' on' t h e  fouraman o r g a n i s i n g  committee of t h e  ., 
3 .  

- NEB. Trade unions a l s o  t u r n e d  down t h e ' o f f e r .  o f  workers p a r t i c i -  , = c 
fl 

p q t i o n  a t  ' Chrys l e r ,  i n c l u d i n g  worker p a r t i c i p a t i o n  on t h e  company 

mwzrwnent a d m i n i s t r a t i o n  o f  t h e  Kyder Keport and of  f inan-  

c i a l  h e l p  t o  Chrys le r  aggravated  t r a d e  union a t t i t u d e s - .  . Ryder 
," 

I n  December 1975, Ryder t h r e a t e n e d  t o  send t h e  workers  hoke 'if 



r. - - - - - - - 

3 -187- . / 

- -- 

L) C 

2 8  1/2 c a r s  p e r  h o w  were n o t  produced. When pi-oductidn d i d  not  

r each  t h a t  l e v e l  t h e  b l u f f  w a s . c a l l e d .  The workerg were n 9 t  s e n t  
3 

, hoke.   he &vernment  @st &dibi . l i ty .  A s  employer and part 
- 

- .  
I 

4 

owner of B-L, t h e  government w a s  nd more s u c c e s s f u l  t h a n  t h e  'old 
- 

management i n  g a i n i n g  l a b o u r  co'operatf on. S i m i l a r l y ,  i n  f he 
- X /- 

~ h ~ y s l e e r -  ~ e g o g h t ~ ~ ~ + - a l t - h s t t g k  **e-f-ina 1 -out &me -iMs-++hft--- - -- 
I 

workers1  favour ,  antagonism , , was c r e a t e d .  During t h e  government 's  
@ 

n e g o t i a t i o n s  w i t h  C h r y s l e r  about  f i n a n c i a l  h e l p ,  t h e  government . - --  - -- 

- r e f u s e d  t o  t a l k  t o  %he shop s tewards .  E v e p t u a l l y ,  t h e  shop 
d 

s t ewards  had a s i t - i n  a t  t h e  House o f  Commons. Then,,Mr. Var ley ,  
9 

S e c r e t a r y  f o r  Bmployment'agreed t o  s e e  them. 64 
- 
The con tex t  w i t h i n  which c a r  demand was determined was a l s o  

changed. Afwr 197-4, t h e  governmen& had a d i r e c t  i n t e r s e s t  and , . - 
I* responsibility towi rds  t h e  motor indus tyy  . consequent ly;  a con- 

* / 

s t r a i n t  was imposed upon i t s  use  o f  t h e  i n d u s t r y  as a g e n e r a l  

economic r e g u l a t o r .  .It was l e s s  a b l e  t o  c r e a t e  
P - 

\ i n  can demand. t o  c o n t r o l  aggregate  demand. 

S t r u c t u r e :  Government i n f e r f e r e n c e  i n  1974 

t h e r e  was no change i n  t h e  number o f  ' i k l l e r s  i n  
# 

t r y .  B-L cont inued i n  p roduc t ion ,  w h i l s t  t h e 8 t h r e e  American 

a u t  bmobilea f i r m s  main ta ined  t h e i r  s u b s i d i a r i e s  i n  B r i t a i n . -  

- - - - - 
p o r t  o f  Chrys le r  (UK)\imposed c o s t  p e n a l t i e s  on B-L, Vauxhall  an 

Ford. Without ~ h r ~ s l e r  (UK) t h e i r  market s h a r e s  would have i n -  

c reased .  , 
I 

Conduct: A s  p a r t  of  t h e  Ryder p lan ,  B-L began p p e p a r a t i o n s  



.2 
i 

6 d 
* .  

0 0 

i 

t o  r e p l a c e  ' i t s  ou tda ted '  rriodel range .  I n f u s i o n s  o f  gorernment + 

f i n a n c i a l  a i d  'enabled i n c r e a s e d  r e s e a r c h  and i n n o v a t i o n  and t h e  
C* - 

- 

development o f  new B-L d e s i g n s .  
C 

performance: Government f i n a n c i a l  suppor t  f o r  t h e  motor .  i n -  

d u s t r y  ' a f f e c t e d  p r o d u c t i v e  &d a l l o c a t i v e  e f f i c i e n c y ,  prfgr_ess, ' 

L * - -- A A - - - - - - - - -"- A - 
. - - A - - ---" 

J .employ&ent. arid t h e  b a l a n c e  o f  payments. A s  y e t ,  t h e  f u l l  rami- 
- .B 

f i c a t i o n s  of .government f i n a n c i a l  a i d  have n o t  been f e l t . ,  The 

large i n v e s t w n t  in B-L rri l l  m a k e  t h e  company m o r e  efk'ficiat &d - - 

- ,  enab le  i*t t o  r a t i o n a l i s e  i t s  model range  and e x p l o i t  eco%omie$ ' 
h - 

of s c a l e .  65 C h r y a l e r  w i l l  con t inue  t o  be t o o  s m a l l .  Saving t h e  - 
motor firms has  maintained-'employment i n  t h e  s h o r t  r u n  i n  t h e  

motor i n d u s t r y .  6 6  It bas a l s o  rneanc-that  B r i t a i n  w i l l  con t inue  

t o  produce import  s u b s t i t u t e s , 6 7  wi th  f a v o u r a b l e  e f f e c t s .  on t h e  
- - 

* 6 8  q&, balance  'of  payments. @$ 
(ii) RESTRICTIVE TRADE PRACTISES, 1970-75 

I n  t h e  s e v e n t i e s ,  t h e  Monopolies Commission con t inued  t o  

have l i m i t e d  impact  on t h e  motor i n d u s t r y .  However, one develop- - , -  
- 5 :  

rnent c o n c e ~ n i n g  firm conduct occur red  i n  1972. 

By 1972 i t  w a s  g e n e r a l l y  accep ted  t h a t  q u a l i t y  c o n t r o l  was 

s u p e r i o r  i n  Germany, Sweden, t h e  Benelux c o u n t r i e s  and Japan t w n :  ,+ > kS* 
-- - - - - - -- - 

i n  ~ r i t a i n . ~ '  To d e a l  w i t h  t h e  problem t h e  government decided 
-- - -- - - - -- - - - 

t o  e s m l i s h  a new ~ o n o p o l i e s  Commission. This  had powers o f  

r e f e r e n c e  which i n c l u d e d  t h e  a b i l i t y  t o  d e a l  w i t h  compla in ts  about 

low q u a l i t y . 7 0  A c e n t r a l  examinat ion agency was s e t  .up t o  examine 

t h e  q u a l i t y  of B r i t i s h  goods f o r  e x p o r t .  However, each  i n d i v i d u a l  



u 
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. case '  f o r  

Thus, by 

4 '  . - 
examiqat ion  s t i l l  ,had t o  be a u t h o r i s e d  by t h e  Mipister. .  

3 \ .  t 
1975*, t h e  new measures had ohad, no s i g n i f i c a n t  e f f e c t  . on , 

1 

t h e  .,motor i n d u s t r y .  
* * . a 

LABOUR ;ELATIONS POLICY, 1970- 75 T 

3 .  . _  
. t . . Par t - ly  as a r e s u l t  of government p o l i c i e s  ' i n  the l a t e  s i x t i e s ,  

-*, - : &+ - 
. z , b y  1970 l a b o u r  G&tions i n - t h e  B r i t i s h  motor i n d u s t y y  were poor.* 

J , 
The newlx+ e l e c t e d  Cons&nvative government came t o  power wi th  a 

mandate t o  p u t  l a b o u r  r e l a t L o n s  i n t o  _a_ l e g a l  f r a e w o r k  with l e g a l l y  - 

.I . 
e n f o r c e a b l e  c o n t r a c t s .  

I n  1971, t h e  I n d u s t r i a l  R e l a t i o n s  B i l l  w a s  p l a c e d  b e f o r e  

* Par l i ament .  It sought  t o  end u n o f f i c i a l  s t r i k e s ,  i n t r o d u c e  l e g a l l y  

7 1  b inding  agreements and t o  ban c losed  shops.  It a t t empted  t o  

o b t a i n  a  t r a n s f e r  of  power from t h e  shop s t ewards  t o  t h e  h f o n  
- 

o f f i c i a l s .  It o f f e r e d  t h e  unions g r e a t e r  a c c e s s  t o  in fo rmat ion  ' ' -  

A - 
--%>A r e l e v a n t 2 0  b a r g a i n i n g .  To q u a l i f y  f o r  t h e s e  l e g a l  p r i v i l e g e s  ,+ 

s- 
-< ?( 3 

. t r a d e  unions had t o  r e g i s t e r  w i t h  t h e  R e g i s t r a r  of Trade Unions. ' 
% " 

The Conse rva t ive  government in tended  t h e  p r i v i l e g e s  of  r e g i s -  ?- v 

0 

t r a t i o n  t o  a c t  as an  incen tkve  t o  r e g i s t r a t i o n .  No compulsion 

was involved.  It w a s  hoped l a b o u r  r e l a t i o n s  r e fo rm would come 

about a s  a r e s u l t  o f - t r a d e  union response  t o  i n c e n t i v e s .  

I n  1971, a t  t h e  Trades Union Congress,  a v o t e - n i t  t o  r e g i s t e r - - - - - -  

was passed  by a s m a 3 3 - r n - a ~ r l t y ; ~ ~  Obvioasly,  w i t h i n  ihe Trade 

Union movement a  l a r g e  s e c t i o n  w a s  i n  f avour  of re form.  The 

- major f ty ' saw t h e  Industr ia l  Fkf~&ions Bf-11  as an attackenhard 

earned p r i v i l e g e s .  A s  a r e s u l t ,  1971 was t h e  wors t  year f o r  



l abour  r e l a t i o n s  i n  t h e  motor i n d u s t r y  s i p c e  the.Gkfiera1 S t r i k e  
Q 1 'a- 

I " /  

I n  1974, a Labour government  as- e $ e c t e d 7 t o - p o w e r  w i t 2  a - 
4 

7 4  i e g i j i i y ,  mandate t o  - r e p e a l .  t h e  I n d u s t r i a l  R e l a t i o p s  $ill. \ .- 
l abour  r e l a t i o n s  were r e t u r n e d  t o  the '  same b a s l s  as h a d y e x i s t e d  

- - - - - - - - 
i - - - - --* - t-- 1_14_11 _ --C l l I _ _ I 1 _ - _ ^ I ~ _ l ~ "  

b e f o r e  1 9 7 1 .  It w a s  hoped a s o c i a l  Conkract would imtjrove l a b o u r a  - 

, I 
The S o c i a l  Cont rac t*  w k  an agreement between t h e  un ions  #and ' - . 

t h e  Labour &vernment. The s p i r i t  o f  t h e  a&iement w a s  
4 

unions would only  p u t  i n  f o r  wage-claims t o  keep pace  wi th  t'he 

c o s t  of l i v i n g .  Almost immediately,  t h e  c o n t r a c t  was p u t  t o  t h e  
P 

'. 
' t e s t  ., Ear ly  i n  September, a s t r i k e *  a t  Ford ' s  Dagenham p l a n t  i n  

* . I 

suppor t  of  a  wage c la im i n  excess  of t h e  s o c i a l ' c o n t r a g t o c c u r r e d .  75 & 

This p l a c e d  t h e  government i n  a n  awkward p o s i t i o n .  Whi ls t  M r .  
, . 

Jack  Jones ,  l e a d e r  o f  TGWU, a t t empted  t o  make t h e  c o n t r a c t  h o l d , .  

a t  l e a s t  u n t i l  t h e  nex t  e l e c t i o n , 7 6  t h e  ~ a b ? ; r  go;efrnment blained - 
t h e  s t r i k e  on t h e  p r e v i o u s  Conservat ive  g6vernment ts  income p o l i c y . '  

M r .  Michael Foot ,  t h e  S e c r e t a r y  of  S t a t e  o f  Employment, s a i d  t h a t ,  
' 

". . .one of  t h e  d i f f i c u l t i e s  of  Fords ( s i c ]  and elsgwhere ,are t h e  
' 

. i n j u s t i c e s  and anomalies  l e f t  over  by t h a t  s t a t u t o r y  incomes 

p o l i c y . .  . "77 However, i n  f a c t ,  t h e  s o c i a l  coiip5ct - w a s  iriadequate , 

t o  t h e  t a s k  af dzaTiniPWBZi BiZT-TT labour  r e l a t i o n s  problems 

and i n f l a t i o n .  Not even a l l s t h e  t r a d e  unions s u p p o r t e d  i t .  I n  

t h e  AEU J o u r n a l ,  M r .  HuzE Scan1 on, l e a d e r  o f  t h e  Amalgamated 

Engineer ing  Union, wrote ,  "The s o c i a l  compact i s  not r e a l l y  a 
. . 



.compaot a t  d l l . . . i n f l a t i o n  must be s o l v e d  but  t h i s  w i l k  never  be 
. C achieve.d by *wage r e s t r a i n t . .  . . We very much r e g r e t t e d  t h a t  t h e  

Ij 

d e b a t e  on t h e  s o c i a l  compact shou ld  have taken' pla'ce a t  a l l .  ,178 

3 % 

Bapic c o n d i t i o n s :  The major e f f e c t  o f  government l a b o u r .  i 

r e l a t i o n s  p o l i c y  i n . t h e  s e v e n t i e s  w a s  on b a s i c  c o n d i t i o n s .  , F a i l -  
- u v  - - >- - - - - - - - - - -- LL - 

u r e  t o  remedy t h e  l a b o u r  r e l a t i o n s  probIem caused t r a d e  union and 

'bus iness  a t t i t u d e s  t o  d e i e r i o r a t e .  - 
Three f a c t o r s  were impor tan t  i n  e x p l a i n i n g  6 e  i n c r e 3 s i n g l y  - - - * -  

C 

A o s t i l e  l a b o u r  r e l a t i o n s  p i c t u r e  i n  t h e  sGv$nties F i - r s t l y ,  
J. 

' . 
e * /  2 

_i 
a t t empts  t o    lace l a b o u r  r e l a t i o n s  "on a l e g a l  b a s i s  provided  

- . ?  f e r t i l e  ground f o r  m i l i t a n t  +element& i n  t h e  movement t o  c r e a t e  

.r* i n d u s t r i a l  s t r i f e .  Becondly , t h e  system w a s -  i n c a p a b l e  o f  hand l ing  
. . 

an i n f l a t i o n a r y  s i t u a t i o n .  Thirdly; s i n c e  t h e  s i x t i e s ,  a d e c r e a s e  -. 

i n  t h e  concept.- of " b r o t h e r h o f l  and an i n c r e a s e  i n  s e l f - c e n t r e d -  

ness  a p p e a r s ' t o  have occurred .  79 S p e c i f i c  cas$s are used t d  i l l u s -  

t r a t e  t h e s e  p o & t s .  
5 

I n  1971, a h u g e . s t r i k e  occurred  a t  Ford d u r i n g  t h e  passage  

of t h e  I n d u s t r i a l  R e l a t i o n s  B i l l .  By 1971, Ford w a s  t h e  d n l y  " 
p r o f i t a b l e  c a r  f i r m  l e f t  i n  B r i t a i n ,  80 I n  1970, Ford had had 

- 

155 s t r i k e s  and e l e v e n  over t ime bans.  In January  1971, a s t r i k e  

took p l a c e  over  a pay d i s p u t e .  Ford a g r e e d - t o  t r ac te -un ion  &e- - - - - *  

, 
A deadlock occur red .  By t h e  seven th  week, . o v e r  100,000 v e h i c l e s ,  

/ 

worth over  seventy m i l l i 6 n  p w n d s ,  had been Zest. The ~ensp; tpeqs  . 

r e p o r t e d  t h a t  t h e  s t r i k e  w a s  a g a i n s t  t h e  l a b o u r  - 



, 
* -  . 
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r e l a t i o n s  p o l i c y ,  as w e l l  as Ford. The s t r i k e  dragged on f o r  f o u r  - 
more weeks d u r i n g  which i t  was apparen t  t h a t  f u r t h e r  s toppages  

'i 
could n o t  p rov ide  f i n a n c i a l  b e n e f i t s  t o  t h e  unions .  

8 
81 Business  

L. 

a t t i t u d e s  were a l s o  harmed by t h e  s t r i k e .  I n  a l e t t e r  t o  The 

Times, Henry Ford I1 a~lnounced t h a t  Ford had sc rapped  investment?- 
- - - - - - -- - * .  

+ - - A - - 4- -- --- -- v --- 
p l a n s  f o F a  new t h i r t y  m i l l i o n  ppund engine  p l a n t  . i n  B r i t a i n .  

The p l a n t  would have produced 

Ford P i n t o .  I n  a d d i t i o n ,  - - x + 

. I 

M r .  Ford s a i d  t h a t ,  " . . . t h e  l a b o u r  s i t u a t i o h  has  gbt t o  b e  c l e a n e d  - & * 

up o the rwise  our  customers  w i l l  go e l sewhere .  tr  82 
/ 

.-=T 
The inadequacy of  t h e  motor i n d u s t r y  s i n h u s t r i a l  r e l a t i o n s  

"i 0 

system t o  handle  i n f l a t i o n  stemmed from t h e  f a c t  t h a t  i n  t h e  

i n d u s t r y ,  p a r t i c u l a r l y  where t h e r e  was s t i l l  piecework, t h e r e  
- 

were a  myriad' of  d i f f e r e n t  wage agreements.  Fac ing  up t o  twenty 

unions i n  seventy  f a c t o r i e s  B r i t i s h  Leyland, f o r - e x a m p l e ,  made new - 
wage agreements d a i l y .  A s  i n f l a t i o n a r y  e x p e c t a t i o n s  c r e a t e d  a  

f u r t h e r ' y a r i a h l e  i n  n e g o t i a t i o n s ,  h i s t o r i c a l  p a r i t i e s  became 
L, 

> 

i n c r e a s i n g l y  d i f f i c u l t  t o  ma in ta in .  Each new i n f l a t i o n a r y  s e t t l e -  
> 

* 

ment t a r n i s h e d  t h e  s a t i s f a c t i o n  g iven  by . the  p r e v i o u s  one t o . a  
7 

= 

A 
a 

. d i f f e r e n t  'g roup.  % 

- -- 

I n f l a t S o n  se rvgd  t o  a g g r a v a t e  problemS aIre'Zdy e x i s t i n g  i n  
\ 

t h e  fae toI r i r~ .  A s i n f i a i i o n - ~ - e - g ~ n t o ~ p f r - a 1 ~ p ~ e v e n  - - * 

t i e s  s o  d i h  l abour  problems. With up t o  f o u r  hundred a c c r e d i t e d  

sQcg s t e Q a r d s  i n  -a factory, often with left-Wrrg ~ , - t h e r ~ w ~ -  - - 

' 4 

a l d t  of  'room f o r  s toppages .  . ~ l t h o u g h  by 1970, Ford, Vauxhal l  



.d 
and C h r y s l e r  had gone over  t o  a  day r a t e  sys.teq,. Bri<t ish.=LefTand 

. /  A . "-f , 

/ -/'still t a d  134,000 work 9 on p i e c e r a t e .  83 ~ n c r e a s i i ~ ~ ~ ,  t o o ,  
i I 

i 

d i f f i c u l t i e s  a r o s e  fqom componenfs s u p p l i e r s  who ; t i l l  opera ted  

on piecework. One company chairman i n  19.70 - s a i d ,  

"I can count =or-m$he f i n g e r s  ofi one hand t h e  nugber o f  d w i  ' ' ' 

- - - - - - a - - - - - c s - -  L- 43 - 
+ 

d u r i n g  tI-ie*past twelve  months t h a t  o u r  f a c t d e i e s  have  n o t + -  
A 

l acked  s u f i l i e s  of  a t  l e a s t  one p a r t  of a c q r .  11 8 4* b 

i n t e r a c t i n g  problems *of %poor  l a b o u r '  r e l a t i o n s  system, a l a c k  

of. "brotherhood", .  and i n f l a t i o n .  One of t h e s e  w a s  a t  GKN-Sankey, 

a manufac turer  of c a r  wheels .  . T h e r e ,  f i v e . t h o u s a n d  men asked * 

f o r  a weekly r i s e  of e igh t ' pounds -  and t e n  s h i l l i n g s ,  about  twenty ' 

p e r  e e n t .  The managem&nt r e s i s t e d  t h e  i n f l a t i o n a r y  demands. 

-7 
- 

Within f o u r  weeks over  one t h i r d  o f  t h e  i n d u s t r y ' s  l a b o u r  f o r c e  . . , 
was l a i d  o f f  and  s t a n d a r d - ~ r i u m ~ h  was comple te lya  c l o s e d .  Comment- 

% 

9 
i n g  on t h e  s t r i b e  a t  a TUC meet ing ,  M r .  Vic F e a t h e r  noted  t h a t ,  

- d "One man's s t r i k ' e  means a n o t h e r  man's l a y - o f f .  1'85 still, t h e  G, 
> 

workers were p repared  t o  h o l d  o f f  f o r  a  T i f t h  week *when GKN, under 

p r e s s u r e ,  y i e l d e d .  ' *  

One outcome of t h i s  s o r t  o f  s t r i k e  was demwds by t h e  unions 
3 . - .- - -  - - - - c - -- *-- 2- - - -- 

f o r  guaran teed  pay when s toppages  occur red  because o f  s t r i k e s  i n  

+ - -- 

o t h e r  f a c t o y i e s .  .. These agreements added t o  t h e  anarchy , i n  t h e  ++ 
* 
a .  

l a b o u r  r e l a t i o n s  system. Workers w i t h  a guaran teed  wage pat l e S s  
--- 

p r e s s u r e  on t h e i r  s t r i k i n g  " b r o t h e r s "  t o  r e t u r n  t o  work. In e f f e c t , %  

c/' i t  meant t he  employers s u b s i d i s e d  u n o f f i c i a l  s t a k e s .  87 



@ - .  

The havoc caused by an out  of  c o n t r o l  l a b o u r  r e l a t i o n s  system 

88  It - ' . wa8 wel l .  demofistrated by a s t r i k e  a t  Chrys le r  ( U K )  i n  1973; 
t 

+-began when t h e  Rytpn p l a n t  was s h u t  down because  o f  a s t r i k e  'a t  

a n o t h e r  C h r y s l e r  p l a n t .  Upon t h e i r  r e c a l l  t o  Ryton t h e  workers 

"found t h a t  p a r t s  o f  t h e  c a r s  were ' shoddyf s o  t h a t  e v e n t u a l l y  
- - 2  - - - -- -- - - - - - - - _ ll_llA -PI- .. 

' .  t h e  l i n e  had t o  be s h u t  down and t h e  men s e n t  home a g a i n .  T h e -  

d i s p u t e  a r o s e  over  whether  o t h e  men should  be p a i d  f o r  a  n i n e t y  

minute  per iod  when he; - d 2 i n e  df & TI& .gpepa$e. IB was ; t - - s % O ~ - - - - - ~  

. of  whether  t h e  men o r  " the ,  p a r t s  were a t  f a u l t :  One foreman s a i d ,  
e 

"I was r e s p o n s i b l e  f o r  t h e  p a n e l s  coming i n  from Linwood, 

and they  were n o t  up t o  s c r a t c h ;  It makes it very  d i f f i -  
I .  I 

c u l t  f o r  t h e  foreman when h e  p u t s  a  t"ab on a car f o r  'qual-ity. 

and management n i p s  i t  gf f : The forkman h a s  n? f a c e .  . . 11 89 
- - - - - 

~or&$en a r e  p a r t  of management. The ;ha& eau3e & by s t r i k e s ' h a d  

undermined management r e l a t i q n s  as w e l l  a s  l a b o u r  r e l a t i o n s .  The 
i 

u n d f f i c i a l  Ryton s t r i k e  G a s  f u r t h e r  aggrava ted  when t h e  Chrgs le r  ' . . 

(UK) managing d i r e c t o r ,  M r .  Geoffrey Hunt, t h r e a t e n e d  - t h a t  uYltil . - 

l a b o u r  relati-;oved no f u r t h e r  inves tment-  i n  fh'e-,United 
. : .+ 

Kingdom would be made .' Eyen tua l ly  , t h e  managemept a agreed  t o  

t a l k  w i t h  t h e  s t r i k e r s  u n o f f i c i a l  l e a d g r s .  Th i s  r e f l e c t e d  t h e  

-- 

has ted  f i v e  .weeks. 
0 .  - 

The Ryton s t r i k e  was b i g  enough t o  i n s p i r e  a l o n g  deba te  i n  
f -- - - - - - 

t hk  House of ~ o r n r n o n s ~ ~  about  t h e  "growing c o n f l i c t  i n - t h e  motor 

i n d u s t r y  r "  The m o t i o n  r e q u e s t e d ,  " a  f u l l  and3 independent  i n q u i r y  



i n t o  l a b o u r  r e l a t i o n s  
* .  

< I .  

t h e  i n d u s t r y .  ' l g l  ~ l t h o u ~ h :  t h e  motioh 

fa i - led ;  t h e  d e b a t e  provided  sohe u s e f u l  i n s i g h t s .  one o f  thebe  - 
0 

J '4. . - 
was t o  t h e  e f f e c t  t h a t  l a b d u z  + r e l a t i o n s  might be a ~ n q c e s -  .- ' " a  *. . . 

s a r y ,  bu t  not  s u f f i c i e n t  c o n d i t i o n  fop  t h e  r e s t o r a t i o n '  of ihdus-  
, - 

t r i a l  s a n i t y .  Perhaps B r i t a i n  was an  u n s u i t a t d e  p l a c e  t o  produce -. . 

'cars. In Japan, E3raz.i 1- and S-, h e  r e c e n t  - memory of povertg 

- was s u f f i c i e n t  t o  outwePgh t h e .  tedium of work on .the p'roduction 

l i n e s .  9 2  ' consequent ly;  the$e might be b e t t e r  a r e a s  t o '  produce 

ca r s .  A s i m l l a r  p o i n t  w a s  made ih a l e t t e r  t o  The Times by t h e  

forme-r m8nagingS d i r e c t o r  of Chrys le r  (UK) , M c .  george C a t t e l l .  

He s a i d :  

- "i4en were engaged on r e p e t i t i v e  o p e r a t i o n s  wi th  a 1 . 6  minute 
. . 

c y c l e  f o r -  e i g h t  hours  , a  day, f i v e  'days a -week, wi th  l i t t l e  
i 

- 

i f i t e r e s t  i n  what t h e y  were doing and l i t t l e  p r o s p e c t  of 

change. I know from exper ience  t h a t  th; ve ry  monotony gave _ . - -  - 
1;93- - r i s e  t o  unreason$ble aqd  uncoopera t ive  a t t i t u d e s . -  

~ S a r l i e ,  c h a p l i n t  s c h a r a c t e r s  from ~ o d ~ r n - . ~ i r n e s ~ ~  would have been . -: 
D 

- 
f a m i l i a r  w i t h  a s e v e a , t i e s  c a r -  f a c t o r y .  . e  

. L 

9y  t h e .  s e b e n t i e s ,  l ab& r e l a t i o n s  had becorpe impo 'ss ib le .  
- 

* 
Kot only were labour-management r e l a t i o n s  i n  chaos and management- 

' 

shop f l o o r  management weak, b u t  labour- labour  r ~ l a t i o n s  w e r e  i n  ' -- - 

disarrsy. I n  1973, r e b e l l i o n s  a g a i n s t  r n i I i t a n t  union l e a d e r s  
-- 

I n 

occur red .  Fm eiainple, i n  F'ebruary 1973, a meet ing  heids by t h e  
- .  

convenors  a t  Pord  t o  r e a l i s e  <a d e s i r e d  s t r i k e  v o t e  fail-ed. I n  -- 

the sane week, t h e  men a t  F o r d ' s  Dagenham p l a n t  v o t e d  t o  c a l l  i 



- 
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* 

/- 
. o f f  a n > o v e r t i m e  ban.  95* '.Henry ~ o r d  II -wast s u f  f i o i e n t l y  impressed 1 

. % 
t 

M i  . .* -- .. 
by t h e . l a c k  of m i l i t a n c y  t o  anhounce ' t f ia t  h i s  conf idence  had been 

0 .  

5 
' . r e s t o r d d  i n  t h e  ~ r i t i s h  Ford workers.  96 The s&e t h i n g  happened .L 

4 

i n  May when t h e  n a t i o n a l  negotiating comnjittee o f . t h e  e ighteen , ,  

unions a t  Ford c a l l e d  f o r  a s t r i k e - a g a i n s t -    or dl s wage o f f e r  bn 
C . ,  P C  

%he b a s i s  o f  r e a ~ s u r a n ' c e s  from t h e  sh.op s t ewards -  t f i a t  t h e r e  w a s  
- - - 4 _ 7 _ _  .1++ - -- - -- 

wide., s u p p o r t  among t h e  'members, f o r  such a s t r i k e .  However, when 
- 

l o c a l  newspapers b a l l o 0 t e d  t h e  men they  found f o u r  o u t  o f  f i v e  were 
'- 

. #  

- aga5ns.t s t r i k e . a c t i o n  and a s t r i k e  v o t e , a g a i n s t  s t r i k e * a c t i o n  -, was 
- - 

t aken .  97 * A t  t h e  same t b n e ,  hanagement l e t '  i t  be known t h a t  they  

- hdd received.  r e q u e s t s  f rom w o r k e r s  f o r  s e c r e t  b a l l o t s  because 
t 

, 
" t h e i r  own e l e c t e d  s h o p f l o o r  r e ~ r e ~ e n t a t i v e s  would n o t  a l low them 

9 8  ' * t o  have them. 

O p p o s i t i o n  among t h e  msdera,tes . to  p e r p e t u a l  s t r i k e  a c t i v i t y . ,  

was a l so - seen  i n - 1 9 7 4  a t  t h e  B r i t i s h  Leyland &?ley works. I n  
- .  

A p r i l ,  about  12,000 were .  l a i d  o f f  ove r  a  d i s p u t e  about  lay-of f  ' 

pay. .B-L dec idcd  t o  t a k e  t h e  oppor tun i ty  of low market demand 
- .  

- t o  r i d  %= i t s e l f  o f  a n  unpopular  T r o t s k y i s t  shop . s teward ,  a M r .  
s L L  

. , 
& ~ l a n  T h o r n e t t ,  chairman of t h e  j o i n t  shop s t ewards  committee. - 

Before  any a c t i o n  i n  suppor t  of  Thorne t t  had t a k e n  place t h e  

wives of t h e  Cowley workers  a r r i v e d  a t  t h e -  f a c t q r y  g a t e s  i n  sup- 
- - - - - - - - - - - - - 

99 k e y ,  t h e y  s a i d ,  were f e d  up wi th  p o r t  of  t h e  B-L management. 
- -- - - & - -- 

t h e  p e r p e t u a l  s t r i k e s  a t  Cowley, o f t e n  over  p o l i t i c a l  m a t t e r s ,  

which had. c o s t  them, t h e  Cowley housewives, t e n  'pounds p e r  week 

s i n c e  t h e  beg inn ing  o f  t h e  yea r .  This  s u p p o r t  enab led  t h e  moder- 



. a t e s  t o  p r e v e n t  a s t r i k e .  
I 

These examples were e x c e p t i o n s  t o  t h e - g e n e r a l l y  s t r i k e  t o r n  , 
\i 5 J 

environment of  l a b o d r  r e l a t i o n s  i n  t h e  motor i n d u s t r y  i n  t h e  e a r l y  

s e v e n t i e s .  For t h e  most par& the ,  more. a c t i v e ,  ' a g g r e s s i v e  and 

m i l i t a n t  f a c t i o n s  c.ontinued t o  - r u l e  t h e  s i t u a t k o n .  However, t h e  
- 

c a s e s  a t  Fond and 3-L rela-d above s u g g e s t  t h a t  t h e r e  was consider- 

a b l e  suppor t  f o r  l a b o u r  r e l a t i o n s  reform t o  c r e a t e  a l e s s  c h a o t i c  
f 

system. The government was unable  t o  i d e n t 5 f y  .with, and use ,  t h a t  

suppor t  t o  ach ieve  s u c c e s s f u l  l abour  r e l a t i o n s  reform; , 

s t r u c t u r e  :  h he f a i l i r e  o f  .govkrnmenb4<?abour r e l a t i o n s  reform 
,F 

p o l i c y  had s e v e r a l  consequences f o r - i n d u s t r y  s t r u c t u r e .  F i r s t l y ,  

as noted  above, ;Ford and Chrys le r  cu t .  back on inves tment  p l a n s  
b-- 

i n  ~ r i t a i n . ' "  Secondly,  Volkswagen dec ided  h o t  t o  open up a  

p l a n t  i n  B r i t a i n ,  "'. . . because  o f  l a b o u r  t r o u b l e s  and economic un- 

c e r t a i n t i e s .  "!O1 T h i s  whs d e s p f t e  t h e  f a c t  t h a t  by 1970. t h e  h o u r l y .  

r a t e  f o r  s k i l l e d  l a b o u r  was below German r a t e s .  ~ h i r d ; ~ ~ , .  t h e  f a i l -  

u r e  of t h e  government- t o  remedy t h e  l abour  r e l a t i o n s  s i t u a t i o n  l e d  

t o  an i n c r e a s e  

and components, 

t i o n  schedu les .  

i n  c o s t s .  Hundreds of s t r i k e s  i n  t h e  motor f i r m s  

s u p p l i e r s  c r e a t e d  a  c o n s t a n t  d i s r u p t i o n  '-of prod-uc- 

To hand le  t h i s  p r o b l e g  i n  t h e  s e v e n t  

motor f i r m s  adopted  two p r e c a u t i o n a r y  p o l i c i & .  - -  - - The - - -  f i r s t  - - - p o l i c y  

w e s  t o  make " c r i p p l e d "  - c a r s .  - Whenever n e c e s s a r y ,  and i f  p o s s i b l e ,  
,= 

- -- - - - - - - 

c a r s  were proBuced w i t h o i t  $&available components. These p a r t s  

were t h e n  f i t t e d  l a te r ,  when a v a i l a b l e .  Product ion '  s c h e d u l i n g  

became l a r g e l y  a m a t t e r  of improv i sa t ion .  The second policy 



t 
adopted  by t h e  m o t o r ' f i r m s  was d u a l  s o u r c i n g .  A t  c o n s i d e r a b l g  

i o  2 a d d i t i o n a l  c o s t ,  two s u p p l i e r s .  of  v i t a l  components were k e p t .  . 

If  one  s u p p l i e r  s h o u l d  g o  on s t r i k e ,  t h e  o t h e r  c o u l d  keep t h e  

prohuc ' t ion l i n e s  moving. 

Conduct: F a i l u r e  t o  r e f o r m  l a b o u r  r e l a t i o n s  w a s  r e f l e c t e d  

i n  h l g h e r  c o s t s .  H i g h e r  costs were p a s s e d  on i n  t h e  f o r m  or -- 

h i g h e r  p r i c e s .  F e a r  o f  l a b o u r  r e s i s t a n c e ,  a g g r a v a t e d  by t h e  

piecework sys tem where i t  s t i l l  a p p l i e d ,  & ~ ~ 2 o u r a g e d  t h e  improve- 

"3 . - 
ment of  models.  A t  B-L, l a b o u r  r e s i s t a n c e  was a f a c t o r  i n  t h e  

'x 
.̂< ' Ti 

slow p a c e  a t  which t h e  model r a n g e  was r educed  and t h e  f i r m ' s  

o rgan i ' s a t i on  r a t i o n a l i s e d .  lo3 p o o r  q u a l i t y ,  p a r t l y  a consequence 

of  poo r  l a b o u r  r e l a t i o n s ,  was a majop . f a c t o r  i n  t h e  d e c i s i o n  o f  

Ford,  Vauxhal l  and C h r y s l e r  (UK), i n  1971, t o  c e a s e  e x p o r t s  from 

B r i t a i n  t o  North  America.  - - 

Performance:  F requen t  s t r i k e s  i n  t h e  motor i n d u s t r y  caused  
\ 

I 

l a r g e  p r o d u c t i o n  l o s s e s .  F o r  example,  i n  1972 i t  w a s  e s t Q a t e d  e 

t h a t  225,000 c a r s  were  l o s t  x througrs t r ikes . .104  ' Given t h e  f a i r l y ,  
6 

k even p o i n t  f o r  t h e  c a r  f i r m s ,  t h e  l o s t  p r o d u c t i o n  h a d "  

105 a c o n s i d e r a b l e  impac t  on p r o f i t s .  

Low p r o f i t s  and l a b o u r  problems d i s c o u r a g e d  p r o g r e s s  i n  t h e  

motor  i n d u s t r y * i n  t h e  s e v e n t i e s .  By t h e  s e v e n t i e s , t h e  i n d u s t r y  - 

had l o s t  much o f  i t s  -- f o r c e  - - as a l e a d i n g  -- -- --- s e c t o r  i n  t h e  economy. 

k4-l 
- 

Cons tan t  l a b o u r  p rob lems  c r e a t e  i g h l y  u n s t a b l e  employment 

i n  t h e  i n d u s t r y .  By t h e  s e v e n t i e s ,  a small s t r i k e 5 i n  a key a r e a  I 

by t e n s  o r  hyndreds  o f  worke r s  c o u l d  p l a c e  t h e  j o b s  of t e n s  of 



FinalLy,  poor  l a b o u r  r e l a t i o n s  i n  t h e  B r i t i s h  motor i n d u s t r y  

had s e r i o u s  i m p l i c a t i o n s  * f o r  t h e  ba lance  o f  payments. The r a p i d  - - I 
*. 

r i s e  i n  impor ts  in-'1972 w a s  p a r t l y  a t t r i b u t a b l e  t o  io . s t  produc- 
t -  

- t i o n  as a r e s u l t  p; s t r i k e s .  . .  bout .one q u a r t e r  m i l l i o n  c a r s  were 
* - 

p;i imported t h a t  y e a r ,  about  t h e  same number t h a t  were l o s t  through 

u s s i n g  t h e  i n c r e a s e d  s a l e  o f  i m p o r t s  i n  +-iCa-i-~-, 

Vauxhallr s c  &$n, M r .  David. ~ e ~ l a n d ,  s a i d ,  " . . . s o  long  as 

s t r i k e s  i n t e r g u p t  p r o d u c t i o n  and de lay  d e l i v e r y  of  B r i t i s h  c a r s ,  
- - 

r,  106 imported c a r s  w i l l  f i l l  t h e  gap.  

ROADS AND ENVIROIJMENTAL POLICIES, 1 9  7'0- 75 

Previous  c h a p t e r s  p a i d  c o n s i d e r a b l e  a t t e n t i o n  t o  t h e  rbad 

p o l i c i e s  of  B r i t i s h  governments. It was argued t h a t  i n  t h e  p o s t  
/ 

w a r  e r a  . f a i l u r e  t o  c r e a t e  an ade'quate had a  de le -  

t e r i o u s  e f f e c t  on des igns  and perfomnance. During t h e  s i x t i e s ,  - 

highway expend i tu res  i n c r e a p e d  r a p i d l y  s o  t h a t ,  a t  l a s t ;  B r i t a i n  

d i d  have a s a t i s f a c t o r y  r o a d  network i n s o f a r  a s - m o t o r  c a r  des igns  
. , 

* were a f f e c t e d .  During t h e  s e v e n t i e s ,  t h e  motorway system w a s  

expanded and improved, bu t  i t  w a s  t h e  f i r s t  thousand m i l e s ,  b u i l t  

i n  t h e  s i x t i e s  which had been c r i t i c a l .  As r e g a r d s  s a f e t y  and 

p o l l u t i o n  c o n t r o l  r equ i rements  ' t h e  s t a n d a r d s  of t h e  United S t a t e s  

e x e r t e d  t h e  major i n f l u e n c e .  Fol lowing wJbhdrawal - - from - t h e  - -- United - --- 

t' 

Staates  market and t h e  reduced -- e n t h u s i a s d  - - - -- f o r  - t h e s e  causes  d u r i n g  
-. 

t h e  w o r l d ' r e c e s s i o n ,  t h e s e  m a t t e r s  became o f  l e s s  corlsequence. ' 

Therefore ,  i n  t h e  s e v e n t i e s  t h o s e  matters had no major e f f e c t  on 

s t r u c t u r e ,  conduct and performance i n  t h e  motor i n d u s t r y .  0 

% 

- .  , * 
> ,  



7- 

SUMMARY AND, CO~JCLUSIONS 
- .  

The . .  p r e v i o u s  c h a p t e r s  .have t r a c e d  t h e  e f f e c t  o f  government 
a a 

p o l i c y  on t h e  ~ r i t i s h  . . motor i n d u s t r y .  The t h e s i s  h a s  h o t  a t t empted  
4 -, 

, ' .  

t o  show t h a t  g o v e ~ n m e n t  p o l i c y  'a lone was r e s p o n s i b l e  ' f o r  t h e  r e l a -  

t i v e  d e c l i n e . o f  t h e  motor i n d u s t r y .  Other  f a c t o r s  were a l s o  in- .  
A - - - - - - - - 

volved.  l  ath her, -it h a s  a t t e m p t e d  t o  i s o l a t e  t h e  government '8 
6 

r o l e  i n  t h a t  d e c l i n e ;  and t b  n t  t o  " t h e  s t r e n g t h s  and weaknesses 

of  government po l i c9  towards  t h e  motor i n d u s t r y  between 1945 and - - 

d 

1975. 7 6  

1 

The d e c l i n e  o f  t h e  B r i t i s h  motor i n d u s t r y  was more t b n  a 

consequence o f  the r e l a t i v e  d e c l i n e  of  B r i t a i n  d u r i n g  t h e  p o s t  

war decades .  O t h e r  growth i n d u s t r i e s  o f  t h e  p o s t  w a r  y e a r s  s u r -  

' vived and p rospered .  2 

I n  c h a p t e r  one, t h r e e  g o a l s  f o r  t h i s  t h e s i s  were e s t a b l i s h e d .  3  

. I n  t h i s  c h a p t e r  t h e  main p o i n t s  made i n  c h a p t e r s  t h r e e  to s i x  a r e  

sumrnarised. The p o s s i b l e  outcomes o f  c o u n t e r f , a c t u s l  p o l i c i e s  a r e  
P 

b r i e f l y  examined. Some comments on t h e  exogene i ty  o f  government 

a r e  made. F i n a l l y ,  an  o v e r a l l  and p e r s o n a l  c o n c l u s i o n  i s  made 

abou t  t h e  adequacy o f  government p o l i c y  towards t h e  motor i n -  

d u s t r y ,  i n  t h e  c o n t e x t  o f  s t a t e d  economic o b j e c t i v e s .  
- - - - -J  

1945-53: Between 1945 and 1953, a  main concern  o f  t h e  g o v e r n -  
- - - - - - - - -- j 

ment was t h e  b a l a n c e  of  AS r e g a r d s  t h e  motor  I n d u s t r y ,  f d 

t h e  government adop ted  a p o l i c y  o f  " l i m i t e d  i n t e r v e n t i o n "  t o  en- 4 '? 
3 

courage e x p o r t s .  T h i s  i n v o l v e d  s e t t i n g  e x p o r t  q u o t a s  f o r  t h e  - ?! 4 



motor i n d u s t r y .  S t e e l  a l l a c a t i o n s - w . e r e  used  as t h e  i n c e n t i v e  t o  
9 

,meet t h e s e  e x p o r t  q u o t a s .  Export  p o l i c y  dominated t h e  p e r i o d .  
-- 

;* 

I n  addi . t ion,  a n  impor tan t  r o l e  w a s  p layed by rearmament' p o l i c y ,  

roads  p o l i c y ,  t a x a t i o n  p o l i d y  and d i s t r i b u t i o n  p o l i c y .  The main 

- po in t s .made  i n  c h a p t e r  t h r e e  &3?e as fo l lows: '  

1) Export  Quotxs  and S--4 €&&as were  s i t ecs&sfu l  -in-generat-% n g  

an a p p a r e n t l y  l a r g e  i n c r e a s e  i n  e x p o r t s  between 1945 and 1953. 
.8. 

However, many o f -  the,se  e x p o r t s  were t o  p r o t e c t e d  Cormonwealth mar- 

J 

- 
k e t s  where American iars were u n a v a i l a b l e .  

There were s e v e r a l  weaknesses t o  t h i s  p o l i c y .  F i r s t l y ,  s t e e l  
s 

quo tas  tended t o  s u p p o r t  t h e  s m a l l e r ,  weaker companies a t  t h e  ex- 
& 

pense of t h e  l a r g e r  more e f f i c i e n t  companies who cou ld  n o t  g e t  

a d d i t i o n a l  s t e e l  t o  enab le  expans ion .  Th i s  h indered  t h e  develop- 

ment o f  a  more concentrated,,rationalised i n d u s t r y  s t r u c t u r e .  

Secondly,  government p r e s s u r e  t o  expor t  whatever ,  whereve-r and 
A 

whenever poss ib l&? imposed h i g h  c o s t s  on t h e  B r i t i s h  motor 

i n d u s t r y  f o r  t h e  l o n g  run .  A s  a r e s u l t  o f  t h i s  p o l i c y ,  many i m -  

p o r t s  of B r i t i s h  c a r s  i n t o  f o r e i g n  c o u n t r i e s  were o f  a stop-gap 

n a t u r e .  Consequently,  t h e  B r i t i s h  manufac turers  d i d  n o t  make long 

term e x p o r t  p l a n s  and ~ r i t i s h  p r o d u c t s  ga ined  a poor  r e p u t a t i o n  

f o r  s e r v i c e  back-up. T h i r d l y ,  government p o l i c y  s t r e s s e d -  t h e  

maximisat ion o f  e x p o r t s  by i n d i v i d u a l  companies. - 
- 

A s  a r e s u l t ,  

each producer  was i n  c o h p e t i t i o n  w i t h  o t h e r  B r i t i s h  p roducers  . 3 

* 

I overskas .  This  meant t o o  many models w i t h  t o o  l i t t l e  s e r v i c e  
d 

T . , 

back-up were o f f e r r e d  i n  t o o  many overseas  markets .  If  a B r i t i s h  



~ a r k e t i n ~  Agency had b e e n s e t  u p  i n  o v e r s e a s  markets ,  o n l y  t h e  
0 .  

4 most a p p r o p r i a t e  model need have been s o l d  . the re .  This c o u l d .  

t h e n  have been backed up by one l a r g e r  and more a d e q u a t e  p a r t s  
0 

and s e r v i c e  network. I n ' t r a - B r i t i s h  compe t i t ion  w a s  t o  
.. 

B r i t i s h  c a r  e x p o r t s  i n  t h e  l o n g  r&. F o u r t h l y ,  t h e  a l l  o u t  
- - 

s t r e s s  on e x p o r t s  w a s  unnecessary .  In 1953, t h e  d e l i v e r y  o f  

j u s t  a n  a d d i t i o n a l  one hundred and f i v e  thousand c a r s  t h a t  y e a r  

w a s  s u f f i c i e n t  t o  remove a l l  excess-demand t h a t  had supposedly  - 
- - 

accumula ted  s i n c e  1940. S l i g h t l y  l a r g e r . h o m e  d e l i v e r i e s  i n  t h e  

- 6 immediate  p o s t  w a r  y e a r s  would have. d i s p e l l e d  t h e  myth o f  a 

huge home demand w a i t i n g  t o  be f i l l e d  from deve lop ing .  'l F u r t h e r -  

more, w i t h o u t  t h e  q u o t a s ,  i t  i s  l i k e l y  t h a t  t h e  smaller companies 

which proved f i n a n c i a l l y  unsound i n  t h e  s i x t i e s  would have been 
A 

absorbed by t h e  u n r e s t r a i n e d  l a r g e r  companies and a more r a t i o n a l -  

i s e d  i n d u s t r y  s t r u c t u r e  have come abou t .  - .  

" 3 
7 

As r e g a r d s  e x p o r t  p o l i c y ,  the' B r i t i s h  motor  i n d u s t r y  needed $ 2  * 

./ 

e i t h e r  more o r  less government i n t e r f e r e n c e .  'Pos t  war e x p o r t  

e f f o r t s  were d e s c r i b e d  as " q u i t e  s e n s a t i o n a l n ,  i n  comparison t o  3 
Y 

8 9 a pre-war e f f o r t s .  Pre-war e f f o r t s  were n o t  t h e  c o r r e c t  y a r d s t i c k .  
D f 

3 
A l t e r n a t i v e  p o l i c i e s  would have beeh more s u c c e s s f u l .  The q u o t a s  8 
muddled and impeded l o n g  t e r m  f r e e  e n t e r p r i s e  development d f - t h e p  - 
i n d r r s t v  withoqt tmpmig & a~t-veegomnmen$' plan. A s  ' 
n o t e d  above, l i m i t e d  a d d i t i o n a l  home d e l i v e r i e s  would have e l i m i -  ' 

n a t e d  excess-demand. The m a n u f a c t u r e r s  woub3 theii  have fiadZ-to 
= 

t u r n  t o  e x p o r t  markets  on a l o n g  term b a s i s  t o  i n c r e a s e  sales. 10  t 



'- A l t e r n a t i v e l y ,  t h e  g o v e r m e n t  could  have become more involved i n  - 
\ 

t h e  e x p o r t  e f f o r t .  F i r s t l y ,  i t  could  have used a market ing  board - . . 
t o  e s t a b l i s h  e x p o r t s  on a r a t i o n a l  b a s i s .  Secondly,  i t  might 

have n a t i o n a l i s e d  t h e  i n d u s t r y  i n  o r d e r  t o  ach ieve  a r a t i o n a l  

i n d u s t r y  s t r u c t u r e  up& which t o  base  e x p o r t s .  11 
- 

2 )  Rearmament P o l i c y  set d e f e n c e  ahead o f  t h e  b a l a n c e  of- payment-s- - 

g o a l .  The motor i n d u s t r y  produced '  m i l i t a r y  v e h i c l e s  and c u t  back 

on passenger  c a r  p roduc t ion .  Whi ls t  c r i t i c i s m  of  t h e  government 's  
- 

r e o r d e r i n g  o f  p r i o r i t i e s  i s  o u t s i d e  t h e  scope of  t h i s  t h e s i s ,  a 

weakness was mani fes t  i n  t h e  manner i n  which rearmament po f i c  2 
I . / 

was c a r r i e d  o u t .  By s p r e a d i n g  defence  o r d e r s ,  t h e  government 
2 *, 

f a i l e d  t o  e x p l o i t  an  o p p o r t u n i t y  t o  encourage i n d u s t r y  r a t i o n a l i -  

s a t i o n .  . 

- 3 )  D i s t r i b u t i o n  P o l i c y  was used t o  a l l o c a t e  s c a r c e  c a r s  and 

s c a r c e  p e t r o l .  By a l l o c a t i n g  p e t r o l  f o r  a  g i v e n  mi leage ,  t h e  

government d iscouraged t h e  development o f  e f f i c i e n t  economy c a r s .  

4) Taxa t lon  P o l i c y  a f f e c t e d  d e s i g n s .  A f t e r  1947, t h e  f l a t  r a t e  

t a x  d iscouraged s m a l l  u t i l i t y  c a r  d e s i g n s  which would have been 

compe t i t ive  i n  Europe. - 
5 )  Roads P o l i c y  d u r i n g  t h i s  p e r i o d  invo lved  minimal spending on - 

. t h e  r o a d s .  Out-dated roads  a f f e c t e d  d e s i g n s .  B r i t i s h  des igns  
I 

- 

tended t o  be t o o  f r a g i l e - f o r  - lofig - d i s t a n c e  u s e  -- i n  A u s t r a l i a , -  - -  

Canada and t h e  Uni ted  S t a t e s .  
R - 

6) Labour.   elations were a f f e c t e d  by government p o l i c y  d u r i n g  

t h i s  p e r i o d .  F i r s t l y , a  Court  o f  1n"qi ry  was se t  up by ghe govern- 



ment t o  d e a l  wi th  a s p e c i f i c  problem. Secondly,  a poor  l a b o u r  

- r e l a t i o n s  -system; i n h e r i t e d -  from t h e  war y e a r s ,  was aggrabated  

by t h e  government 's  c u t s  i n  s t e e l  quo tas  a f t e r  1947. By c u t t i n g  
e 

p r o d u c t i o n  redundancie's were c r e a t e d  and l a b o u r  h o s t i l i t y  aggra- 

va ted .  

7 )  The 1948 ~ o n o p o l y  l e g t s l a t i o n  gave l e g a l  s u p p o r t  t o  t h e  

government s d k s i r e  f o r  a , r a t i o n a l i s a t i o n  o f  t h e  motor i n d u s t r y .  

However, i n  i t s e l f , '  i t  was i n s u f f i c i e n t  t o  ach ieve  i n d u s t r y  r a t i o n -  

a l i c z t i o n .  ~ e s p i t e  government p l e a s  t o  t h e  i n d u s t r y  t o  r a t i o n a l -  

i s e ,  t h e  ,government d i d  no more t h a n  remove o b s t a c l e s  t o  t h a t  end. 

1953-60: During t h i s  p e r i o d  t h e  government adopted  l a i s s e z -  

f a i r e  p o l i c i e s  towards t h e - m o t o r  i n d u s t r y  a s  r e g a r d s  honle and 

e x p o r t  demand and t h e  a l l o c a t i o n  of  raw m a t e r i a l s .  Never the less ,  

f i s c a l  and monetary p o l i c y ,  as w e l l  as r e g i o n a l  p o l i c y ,  had pro- 

found e f f e c t s  on t h e  motor i r ldus t ry .  Many o f  the .p rob lems  o f  t h e  

p e r i o d  1945 t o  1953 cont inued dur ing  t h e  f o l l o w i n g  y e a r s .  The 

' m a i n  p o i n t s  made were as f o l l o w s :  

1) The government used t h e  motor a n  economic r e g u l a t o r  

t o  c o n t r o l  t h e  economy. "Stop-go" p o d c y  had unfavourable  e f f e c t s  

on l a b o u r  r e l a t i o n s ,  f u l l  employment, u n i t  t o s z s  and p r o g r e s s .  

T h e f i f o r e ,  i n  t h e  l o n g  r u n  i n t e r n a t i o n a l  c o m p e t i t i v e n e s s  and, so ,  

t h e  ba lance  of  payments were. harmed. 
L 

2 )  A f t e r  
, - 

t h e  mot& I 

1.353 t h e  government abandoned d i r e c t  i n t e r f e r e n o e  i n  
3 

ndus t ry  s e x p o r t s .  However, thr~u@;h,~"s top-go"  p o l i c f  e s  - ,- . . - 
i n c e n t i v e s  t o  t h e  manufac turers  t o  a l t e r - t h e  emphasis 



of  t h e i r  s a l e s  e f f o r t  between home and expor t  markets .  ' B a s i c a l l y ,  - 
d u r i n g  t h i s  p e r i o d ,  t h e  government removed i n c e n t i v e s  t o  t h e  indus-  

t r y  t o  develop overseas  markets  f o r  t h e  l o n g  r u n .  Given B r i t a i n ' s  -. 
d e l i c a t e ' b a l a n c e  of payments s i t u a t i o n ,  such  a p o l i c y  w a s  n o t  

1 2  opt imal .  
- - - - - 

3 ) .  The 1956 R e s t r i c t i v e  Trade P r a c t i s e s  Act meant t h a t  abuses  
6 

between manufac turers  and r e t a i l e r s  i n  t h e  motbr i n d u s t r y  were 

removed. A s  r e g a r d s  mergers and i n d u s t r y  r a t i o n a l i s a t i o n ,  t h e  

govcrnrnent adopted a  p a s s i g e  a t t i t u d e .  It al@qed f o r e i g n  com- 
r 

p a n i e s  t o  t a k e  over  B r i t i s h  companies a s  they  d e i i r e d .  It f a i l e d  

t o  e x p l o i t  a p o t e n t i a l  r o l e  t o  a c t  a s  a and &courage 

r a t i o n a l i s a t i o n  of t h e  B r i t i s h  owned s e c t o r  o f  t h e  i n d u s t r y .  

4 )  Government r e g i o n a l  p o l i c y  caused a  c o n s i d e r a b l e  geograph ica l  

r e l o c a t i o n  of t h e  motor i n d u s t r y .  The g o a l  of  r e g i o n a l  ba lance  
Y 

i s  n o t  c r i t i c i s e d .  However, two weaknesses were a p p a r e n t  i n  t h e  

government 's  execu t ion  o f  r e g i o n a l  p o l i c y .  F i r s t l y ,  i t  was 

i r r e s p o n s i b l y  overop t imis t i c13  i n  encouraging  i n d u s t r y  expansion 

i n  excess  o f  a n t i c i p a t e d  f u t u r e  demand. Secondly,  t h e  government 
< 

f a i l e d  t o  encourage a needed r a t i o n a l i s a t i o n  o f  t h e  motor i n d u s t r y  
P 

- b e f o r e  encouraging a geograph ica l  d i v e r s i f i c a t i o n .  A s  a r e s u l t ,  
- - -  

u n i t  c o s t s  i n  t h e  i n d u s t r y  were i n c r e a s e d  more t h a n  necessa ry  1 

wi th  unfavourable  e r f e c t s  on internZtXona1 compe t i t iveness .  4 

6 )  U n t i l  t h e  s i x t i e s  t h e r o a d s  cont inued t o  r e c e i v e  l l m i t e d  d 

a t t e n t i o n  from t h e  sovernrnent w i t h  unfavourable  e f f e c t s  on B r i t i s h  

des fgns  f o r  expor t  markets .  



7 )  Labour r e l a t i o n s  con t inued  $0. be a f f e c t e d  . n e g a t i v e l y  by "stop- 

go" p o l i c i e s .  Whi ls t  a Court  of Inqu i ry  c o d l u d e d  t h a t  t h e  shop 

s t ewards  had t o o  much power, t h e  government t o o k  no remedia l  . 

a c t  i o n .  

1961-69: Thkse y e a r s  saw t h e  cont inued r e l a t i v e  d e c l i n e  of 
- - - - 

t h e  B r i t i s h  motor i n d u i t r y .  By t h e  f a t e  s i x t i e s  t h e  i n d u s t r y  was 

b a r e l y  c o m p e t i t i v e  i n . . i n t e r n a t i o n a l  terms.  Although t h e r e  was 

a c o n s i d e r a b l e  i n c r e a s e  i n  government i n v o l v e m e n t l i n  t h e  i n d u s t ~ y ,  

many w e l l  i n t e n t i o n e d  p l a n s  of  t h e  government were thwar ted  by 

t h e  problems o f  s t e r l i n g .  The main p o i n t s  made i n  c h a p t e r  f i v e ,  

were as f o l l o w s :  

1) During t h i s  p e r i o d ,  B r i t a i n  exper ienced an overvalued  pound. 
* 

Regulatory P o l i c y ,  c o n s i s t i n g  of  prolonged p e r i o d s  o f  "s top"  and 

"go" were used i n  a n  a t t empt  t o  d e a l  w i t h ,  t h e  problem:; Uncer ta in  
0 '" 

and e r $ a t i c  home demand f o r  c a r s ;  as t h e  motor i n d u s t r y  .- --. was used 

as a r e g u l a t o r ,  had harmful  e f f e c t s  on c a p a c i t y  u t i l i s a t i o n ,  l abour  

r e l a t i o n s ,  p r o f i t s ,  b u s i n e s s  confidence,  invegtment ,  growth and 
S 

i n t e r n a t i o n a l  compe t i t iveness .  The a t t empt  t o  d e a l  w i t h  t h e  

problems o f  s t e r l i n g  imposed heavy c o s t s  on t h e  motor i n d u s t r y .  

2 )  There was no d i r e c t  government involvement i n  e x p o r t s  dufing 
- -  - - - - 

t h i s  p e r i o d ,  b u t  "stop-go" p o l i c i e s  a f f e c t e d  s h o r t - r u n  e x p o r t  

e f f o r t s .  F a i l u r e  t o  e n t e r  t h e  E E C ~ ~  F 2 y d u c e d  motor expor t  

o p p o r t u n i t i e s .  4 

3)  Between 1961 and 196 e  goverrhent  con t inued  t o  ericourage 

mergers .  I n  1967, t h e  t akeover  o f  Rootes by C h r y s l e r  ( U S )  was 

C -  



4 

occurred.  I n  1 s  t h e  I R C  w a s  s e t  up, which t o o k  an i m p ~ r t a n t ,  Y 
d i r e c t ,  and c r i t i c a l - ,  r o l e  i n  t h e  c r e a t i o n  of  B-L. A -weakness 

- of government compe t i t ions  p o l i c y  was a  f a i l u r e .  t o  e n s u r e  r a t i o n -  I ' 

. - 
' a l i s a t i o n  w i q i n  B-L af t te r  - t h e  merger. L - 

- > - - - A- . , I 
4 )  Labour r e l a t i o n s ' d e t e r i o r a t e d  dur ing  t h e s e  years\ .  "Sto -go! -A 
worsened l a b o u r  r e l a t i o n s . .  The government agadn f a i l e d  t o  q c t  

on t h e  recornmendationq of i t s '  own ~0ur . t  02 I n q p i r y  : A; a t t e m p t  
. 
- 

. . 
a t  l a b o u r  r e l a t i o n s -  ?eform *by t h e  goverruaedtgn  1968 - w a s  mist imeaz\  

and mishandled. , 

5 )  ~ n c r e a s e d  expendi2dres .  on t h e  yoads, d u r i n g  qhe. s i x t i e s  .marit 

t h a t  B r i t i s h  d e s i g g  requ i remedts  becqqe more s h r  t o  t h o s e  of 
a 

o t h e r  wes tern  c o u n t r i e s .  I r o n i c a l l y ' ,  commitment t o  a ' 

modern i n f r a s t r u c t u r e  f o r  t h e  c a r  & h e  a t  about  'the s e e  t i m e .  that 
c - 

Br i tB in  ' s  motor i n d u s t r y  became i n t e r n a t i o n a l l y  hncompet i t ive  . 
1970-75: S i n c e  1945, t h e  government had used t h e  motor i n -  ' 

. " 

d>s t ry  a s  a powerfu l  economic t o o l  t o  q o n t r o l  a g g r e g a t e  demand . . 
? - , , \  . . 

and t o  h e l p  ach ieve  v a r i o u s  .ecbnomic gdals. Government . p b l i c y  . 

was an impor tan t  f a c t o r  i n  t h e  de,cline o f  t h e  motor 5 n d u s t r y v s  

i n t e r n a t i o n a l  compe t i t iveness  by 1970. Having c o n t r i b u t e d  t o  t h e  
- - - - - - - - - 

weakening of  t h e  motor i n d u s t r y ,  t h e  government t h e n  came f o r t h  
+- -+ 

- 
-- - -  -+ 

with  a  generous programme o f  'ai.db-4X1 h e l p  r e s u s c i t a t e  it i n  t h e  

s e v e n t i e s .  The major  p o i n t s  made' concerning  government p o l i c y  
- - - 

between 1970 and 1975 were  as fo l lows :  

1) I n  t h e  s e v e n t i e s  t h e  gove,rnment cont inued t o  u s e  t h e  motor 



i n d u s t r y  as 

-208- _ pp >-- 
i 

Y 

* 

an economic r e g u i a t o r .  , lower t a r i f f s  and 
0 

. > 

i n c r e a s e d  compe t i t ion  from f o r e i g n  makes meant t h e  ba lance -  of  
J 

6 

payments w a s  more s e n s i t i v e  t o  such  p o l i c y .  I n  p a r t i c u l a r ,  d u r i n g  

"go" p e r i d s ,  t h e  propen&ty t o  import  tended t o  r i s e .  

- 2 )  t h e r e  w a s  a r a p i d  h q & a s e  i n  impor ts .  fl 

- - - - ---- - 

as a r e g u l a t o r  w a s  a f a c t o r  i n  

t h i s  i n c r e a s e . 1 6  ~ h w 4  t h e  government had t o  t a k e  s t e p s  t o  

J l i m i t  Japanese impor t s .  A t  t h e  same t ime,  desp ige  EEC mPmhPr- --- 

?/ 4 / . s h i p  and lower t a r i f f s ,  ,onlymodest  i n c r e a s e s  i n  e x p o r t s  occur red .  

3) The .government p layed  an  impor tan t  r o l e  i n  compe t i t ions  

p o l i c y r - I n  197'1 it .took a major  f i n a n c i a l  i n t e r e s t  i n  t h e  a i l i n g  

B-L comp'any. I n  1975 i t  p r o v i d e d  f i n a n c i a l  a i d  t o  C h r y s l e r .  On 

pure ly  economic groun&, n e i t h e r . p o l i c y  w a s  op t ima l .  . - ~ 

4 )  F u r t h e r  a t t e m p t s  a t  l a b o u r  r e l a t i o n s  reform were made. Again, 

f a i l u r e 4 t o  achieve  reform c r e a t e d  h o s t i l i t y  i n  motor i n d u s t r y  

labour r e l a t i o n s .  
C - 

A Note on t h e  Exogenei ty Assumption: Th i s  t h e s i s  has  examined 

t h e  e f f e c t  o f  government p o l i c y  on t h e  motor i n d u s t r y .  I n  chap- 
4 

t e r s  one and two t h e  j u s t i f i c a t i o n s  andfmethodology f d i n g  3 
6 P 

t h i s  were examined. A t  t h i s  however, i t  may b e  q u e s t i o n e d  $ 4 
- - 4 

t o  what e x t e n t  government p o l i c y  was exogeKous as r m d s  the' 

m&Jw iftdtt&qy. &re 

d u s t r y  was on t h e  government. Whilst no t  t h e  focus  of t h e  

t h e s i s ,  t h i s  closely related qnestfcm d e s - m w e x m i n a t ~ . - -  -- -- 

The i n f l u e n c e  of t h e  motor i n d u s t r y  on p u b l i c  p o l i c y  was - - + 



. * 
- l i m i t e d .  A lobby group t o  i n f l u e n c e  ' t h e  government e x i s t e d  be- 

tween 1945 and 1975 through such bodies  as t h e  SIJIMT, t h e  N a t i o n a l  

Advisory Counci l s  and t h e  Economic~De~relopment c o u n c i l s  f o r  t h e  .. 
- 

i n d u s t r y .  W h i l s t  on s c c a s i o n  t h i s  lobby d i d  o b t a i n  s p e c i a l  
- 
i - 

t r e a t m e n t  f o r  t h e  i n d u s t r y ,  as d i s c u s s e d  i n  t h e  t h e s i s ,  i t  w a s  

i n d u s t r y  as an economic r e g y l a t o r .  
T- 

The g e n e r a l  i n e f f e c t i v e n e s s  o f  t h e  motor lobby on impor tan t  

m a t t e r s  can be exF la ined  i n  terms o f -  t h e  ba lance  of  power between 

t h e  government and t h e  motor i n d u s t r y .  U n t i l  t h e  l a t e  s i x t i e s ,  

t h e  i n d u s t r y  possessed  few means t o  e x e r t  p r e s s u r e  on t h e  govern- . 
merit ;. A t  t h e  same t ime,  t h e  government had p o l i c y  g o a l  p r i o r i -  ' 

t i e s  which provided  " l i t t l e  ' room f o r  n e g o t i a t i o n s  w i t h  t h e  indu,stry . 
. . c. 

The l i m i t e d  power o f  t h e  motor i n d h s t r y  stemmed from the 

dominance of B r i t i s h  ownership,  t h e  r e s t r i c t i o n s  on t h e  e x p o r t  

o? s t e r l i n g  and t h e  p r o t g c t i o n  a f f o r d e d  B r i t i s h  c a r s  i n  t h e  home 
e .  

market. B r i t i s h  ownership o f  t h e  i n d u s t r y  *and gove-rnment c o n t r o l s  

on t h e ,  e x p o r t  of . c a p i t a l  made it- d i f f i c u l t  f o r  t h e  i n d u s t r y  t o  

t h r e a t e n  t o  move from B r i t a i n  i f  more f a v o u r a b l e  p o l i c i e s  were 
i 

no t  in t roduced .  P r o t e c t i o n  of  t h e  B r i t i s h  market made i t  d i f f i -  
B 

c u l t  t o  a rgue  t h a t  which reduced--effigie_n_cy and progress- -- --- . . 

i n  t h e  i n d u s t r y  pp would l e a d  t o  an  i n c r e a s e  i n  imported c a r s  i n  t h e  - .  

immediate f u t u r e .  Consequently,  t h e  motor i n d u s t r y  had a r e l a t i v e l y  

weak - hand w i t h  which ' t o  p r e s s u r e  t h e  government - 
- 

f o r  b e t t e r  -- .__- t ' rea t -  - - --  

n e n t  . 
. - 



A t  t h e  same t ime,  t h e  government had c e r t a i n  p o l i c y  g o a l s  
'L which t ranscended t h e  importance of  t h e  motor i n d u s t r y ,  Most 

n o t a b l e  among t h e s e  was t h e  ba lance  o f  payments and t h e  s t r e n g t h  . 

of s t e r l i n g .  It i s  a Prime M i n i s t e r ' s  f i r s t  r e s p o n s i b i l i t y  t o  ,, 

- 
remain i n  power. Devalua t ion  of t h e  pound o r  a  worsened ba lance  - 

of  payments w a s  more likely t o  have an unfavourab le  e f f e c t -  an- - -- - - -  - 

t h i s  r e s p o n s i b i l i t y ,  i n  t h e  s h o r t  run ,  t h a n  measures which might 

weaken t h e  long run  c o m p e t i t i v e n e s s  and v i a b i l i t y  o f  t h e  motor 
-- - 

i n d u s t r y .  ~ o n s e ~ u e n t i ~ ,  p o l i c i e s  which had harmful  long  run- 

' e f f e c t s  on t h e  motor i n d u s t r y  -were o f t e n  non-negot iable  from 

u t h e  government ' s p o i n t  of  view. 

.Thus, a l though t h e  government d i d  make concess ions  t o  t h e  

motor i n d u s t r y  on occas ion ,  t h e s e  tended t o  be n o n - e s s e n t i a l  

m a t t e r s .  For example, t h e  motor i n d u s t r y  w a s  g iven  s p e c i a l  per- 
, 

miss ion  t o  r a i s e  p r i c e s  d u r i n g  p r i c e  c o n t r o l s  i n  t h e  s i x t i e s .  . 

Also, i t  i s  l i k e l y  t h a t  t h e  motor lobby was a b l e  t o  apply  p res -  

s u r e  t o  b r i n g  forward r e l i e f  from s t r i n g e n t  measures;  However, 

i t  was n o t  a b l e  t o  n e g o t i a t e  exemption from them. 

By t h e  l a t e  s i x t i e s ,  t h e  b a l a n c e  of power between t h e  motor 

i n d u s t r y  and t h e  government had s h i f t e d  somewhat i n  f a v o u r  of  t h e  
? 

motor i n d u s t r y .  The home market w a s  l e s s  p r o t e c t e a  and t -here 
- - -- - -  - - -  -- 

w a s  more f o r e i g n  ownership o f  t h e  i n d u s t r y .  During t h e  s e v e n t i e s  
- - - - - - - - 

t h e  f o r e i g n  motor p roducers  t h r e a t e n e d  t o  r e l o c a t e  i n  o t h e r  

c -oun t r i e s  when B r i t i s h  p u b l i c  p o l i c y  w a s '  u n s a t i s f a c t o r y  t o  them. ' 

A t  t h e  same t ime,  t h e  l i k e l i h o o d  of i n c r e a s e d  impor t s  i n  the n e a r  



f u t u r e  as compe t i t iveness  d e c l i n e d  a l s o  c i r cumscr ibed  government 

p o l i c y  'making a s  r e g a r d s  t h e  i n d u s t r y .  

For  t h e  above r e a s o n s ,  f o r  most o f  t h e  p e r i o d  under  review,  

t h e  motor i n d u s t r y  w a s  n o t a b l y  impotent  i n  i n f l u e n c i n g  c r i t i c a l  

p o l i c y  d e c i s i o n s .  A more d e t a i l e d  a n a l y s i s  of  t h e  a c t i v i t i e s  o f  

t h e  motor lubby p r o v i d e  a' focus  for ful-ther r e s e a r c h .  - - - 

A Pe r sona l  a ~ o n c l u s i o n : .  I n  t r a c i n g  t h e  r o l e  of government 

p o l i c y  on t h e  B r i t i s h  motor i n d u s t r y ,  a number of  themes kgpt  

r e c u r r i n g .  F i r s t l y ,  economic d e c i s i o n s  were f r e q u e n t l y  c o n s t r a i n e d  

by p o l i t i c s .  Secondly,  p o s s i b l y  stemming from t h e  f i rs t ,  economic 
a 

d e c i s i o n  making, a s  r e g a r d s  t h e  i n d u s t r y ,  w a s  f r e q u e n t l y  myopic. 

The long  r u n  was d i scoun ted  h e a v i l y .  Th i rd ly , ,  economic d e c i s i o n s  

were 'of ten based on o v e r o p t i m i s t i c  assumptions.  F o u r t h l y ,  economic 

d e c i s i o n  making invo lved  an  element o f  brinkmanship on  many occa- 

s i o n s .  

P o l i t i c a l  c o n s t r a i n t s  obv ious ly  i n c l u d e d  such  t h i n g s  as B r % t a i n l s  
s 

committment t o  NATO, rearmament and t h e  Suez c r i s i s .  I n  a d d i t i o n ,  . 
/'. 

t h e  p e r i o d s  from 1947 t o  1949, an 1967, when B r i t a i n  

t r i e d  t o  m a i n t a i n  s t e r l i n g ,  imposed a s e r i o u s  c o n s t r a i n t  on economic 

p o l i c y .  There w a s  a ' s t r o n g  p o l i t i c a l  r e l u c t a n c e  t o  be a s s o c i a t e d  

w i t h  d e v a l u a t i o n ,  Furthermore,  s u c h  e v e n t s  as- the 2-g o f  

" s t o p g o "  po l i c i e s ,17  t h e  backing  away from l a b o u r  r e l a t i o n s  r e -  

form and t h e  f i n a n c i a l  a s s i s t a n c e  t o  C h r y s l e r  were l a ~ g e l y ~ p o l i -  

t i c a l l y  mot iva ted .  A l l  imposed c o s t s  on t h e  i n d u s t r y ,  - - ---- - 

Myopia c h a r a c t e r i s e d  t h e  c o n s t a n t  use  o f  t h e  motor i n d u s t r y  



as an economic r e g u l a t o r .  Every squeeze o f  t h e  motor i n d u s t r y  

meant a  l o s s  of  i n t e r n a e i o n a l  compe t i t iveness .  The s h o r t  term 
L 

outl 'obk a l s o  c h a r a c t e r i s e d ' t h e  government 's  complacency i n  r e -  

viewing expor t  performance i n  t h e  f i f t i e s ,  a s  B r i t a i n ' s  s h a r e  
* 

o f  world markets  d e ~ l i n e d ; '  it c h a r a c t e r i s e d  t h e  governmentls  l a c k  ". 
of response  t o  t h e  e f f e c t s  of  poor  p r o f i t s ,  inves tment  and mfi - - -- 

dence i n  t h e  i n d u s t r y ,  i n  t h e  l a t e  s i x t i e s ;  i t  c h a r a c t e r i s e d  t h e  

government 's  f i n a n c i a l  i n c e n t i v e s  pol- f o r  r e g i o n a l  r e l o c a t i o n  
ep - 

b e f o r 6  i n d u s t r y  r a t i o n a l l s a t i o n  occur red ,  i n  t h e  l a t e  f i f t i e s .  1 8  - 

Overoptimism w a s  r e p e a t e d l y  a p p a r e n t .  It could  be  seen  i n  
1 .  

t h e  e x p o r t  quo ta  i n c r e a s e s  of 1947 a t  a t ime o f  i n c r e a s e d  world 

compe t i t ion  and m a t e r i a l s  s h o r t a g e s  i n  B r i t a i n .  It w a s  v i s i b y e  - 

i n  t h e  r e g i o n a l  expansion p l a n s  o f  t h e  l a t e  f i f t i e s ,  and i n  Maud- - 

% 

l i n g ' s  dash  f o r  krowth i n  t h e  . e a r l y  s i x t i e s .  The a s s w n ~ t i o n s  o f  
- 

t h e  n a t i o n a l  p l a n s  o f  t h e  s i x t i e s .  were o v e r o p t i m i s t i c .  So were 

many o f  t h e  measures t a k e n  t o  reform l a b o u r  r e l a t i o n s .  The govern- 

> ment ' s  conf idence  i n  . the motor i n d u s t r y  t o  w i t h s t a n d  "stop-go'' 
, . - 

p o l i c i e s  and- i n c r e a s e '  e x p o r t s  r e v e a l e d  notaDle optimism. So d i d  

t h e  goirernment ' s hopes  f o r ,  t h e  ~ r i t i s h - ~ e y l a d  amalgamation, t h e  

Ryder scheme and f i n a n c i a l  a i d .  t o  C h r y s l e r .  

  rink mans hip, t o o ,  seemed t o  be a - r e c u r r e n t  %heme,. ''SLOP- 

go" p o l i c i e s  were' o f e m  i n t r o d u c e d  only on t h e  b r i n k  o f  ba lance  

o f  payments d i f f i c u l t i e s .  The, schemes t o  s a v e -  Br i t i sh -Ley land  
4 

and C h r y s l e r  were i n t r o d u c e d  h u r r i e d l y  as d i s a s t e r  approached,  

Schemes s u c h  as t h e  p o s t  w a r  e x p o r t  quo tas  were drawn up very  



r a p i d l y  i n  r e s p o n s e  t o  b a l a n c e  of payments d i f f i c u l t i e s .  I n  

d e a l i n g  w i t h  l a b o u r ,  t h e  government f r e q u e n t l y  backed down when 
'en 

l a b o u r  ah tagonism became economica l ly  and p o l i c i t a l l y  uncomfort- 

----r-' able. 

Summing up,  c a r e f u l  l o n g  term p l a n n i n g  based  on r e a l i s t i c  
- - - - - - 

assumpt ions  w a s  not?cLeably s c a r c e .    here was l i t t l ' e  a p p a r e n t  

i n d u s t r i a l  s t r a t e g y  f o r  t h e  motor i n d u s t r y .  A l l  t C o - o f t e n  goyern- 

ment p o l i c i e s  which a f f e c t e d  t h e  motor  i n d u s t r y  a p p e a r e d  t o  have 

been drawn up w i t h  l l m i t e d  f d r e t h o u g h t ,  o f t e n  i n  t h e  f a c e  of  

immediate d i f f i c u l t i e s .  A s  r e g a r d s  t h e  i n d u s t r y ,  government 

p o l i c y  f r e q u e n t l y  s t r e s s e d  t h e  s h o r t  run ,  a t  t h e  expense  of  t h e  

l o n g  r u n  d i s a d v a n t a g e s .  Consequent ly ,  government  p o l i c y  p l ayed  
k d 

a s i g n i f i c a n t  r o l e  i n  t h e  d e c l i n e  o f  t h e  i n d u s t r y  o v e r  t h e  t h i r t y  

y e a r  p e r i o d ,  1945-75. To t h e  e x t e n t  t h a t  t h e  i n d u s t r y  was an 

i m p o r t a n t  l e a d i n g  s e c t o r  i n  t h e  economy, much government p o l i c y  

was d e t r i m e n t a l ' t o  t h e  l o n g  r u n  achievement  o f  t h e  s t a t e d  econo- 

m i c  g o a l s .  
, . 
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CHAPTER 2 - FOOTNOTES 

A .  G .  Armstrong, "The Motor I n d u s t r y  of  Grea t  B r i t a i n , "  

D i s t r i c t  Bank Review; 164, (September 1967) ,  pp. 19-40. 
.. * . 

Never the less ,  Uni ted  Kingdom e x p o r t s  between 1930 and 1939 '- 
. . 

were g r e a t e r  t h a n  f o r  Germany, France  o r  I t a l y .  
a - - - -- - - - - 

For example, s e e ,  J .   itchi is on a n d J .  A .  c . - ~ r o w n ;  The Log- 

normal D i s t r i b u t i o n .  (Cambridge: Cambridge U n i v e r s i t y  

p r e s s ,  1973) ,  pp. 1 - 4 .  

I n  1968, t h e  w r i t e r  completed a census f o r  t h e  Board of Trade 

which showed t h i s  number of  p a r t s  i n  a c a r .  

See, D. G .  Rhys, The Motor I n d u s t r y :  An Economic Survey, 

(London: Bu t t e rwor th ,  l 9 7 2 ) ,  p. 181. 

This  was o b s e r v e d  by t h e  w r i t e r  w h i l s t  a r e s e a r c h  a n a l y s t  

a t  Ford o f  Europe i n  1968. A s u p p l i e r  would be per-  

suaded t o  become h e a v i l y  dependent on Ford. Ford .would 

t h e n  pu t  p r e s s u r e  on t h e  s u p p l i e r  t o  lower, p r i c e s .  
': 
\ 

See,  d i s c u s s i o n  o f e $ o n o m i e s  of s c a l e ,  t h i s  c h a p t e r ,  p. 7; 

Rhys, e, p. 216. Also,  Great B r i t a i n ,  c e n t r a l  P o l i c y  

Review S t a f f ,  The F u t u r e  of t h e  B r i t i s h  Car I n d u s t r y ,  

(London: mSO, 19751, p. 1 4 .  

I b i d . ,  p .  13. 

f o r  t h e  Motor I n d u s t r y ,  (London: HMSO, 1966) ,. pp. 27-29. 



?- 

11. I n  t h e  e a r l y  t h i r t i e s ,  d e f l a t i o n  had o c c u r r e d  and a l l  manu- 

f a c t u r e r s  reduced p r i c e s  as t h e  va l& of  money increaSed.  7A 

-+ - 
A t  t h e  same t ime ,  'Ford was-,incregslng i t ~ , ~ r n w k e t .  s h a r e  ' 

- . b L  

wi th  t h e  ?ew$ord 8 &-id ~ o r d '  1 0 .  There f  o r e ,  some p r i c e  
L 

9 compet i t ion  may have been involved.  

- - - - - 
1 2 .  I n  lm, Vauxhal l  reduced t h e  p r i c e  o f  t h e  V i c t o r  model. 

t This  c a r  had n o t  been successPu l  i n  B r i t a i n  wi th  i t s  
/' 

t r a n s a t l a n t i c  s t y l i n g .  I n  t h e  f i f t i e s  and s i x t i e s  - - - 

' Rootes reduced p r i c e s  on o l d  models t o  g i v e  them 

extended l i f e .  I n  t h e  m i d - s i x t i e s ,  Ford reduced t h e  

p r i c e  of  t h e  Angl ia ,  r a t h e r  than  produce a new model. 

Ford e s t i m a t e d  t h a t  t h e  ~ n g l i a ' s  compe t i t ion ,  t h e  BMC 

Mini, w a s  b e i n g  s o l d  a t  l e s s  t h a n  c o s t .  Th i s  was be- 

cause of  B M C t s  poor  a c c o u n t i n g , t e c h n i q u e s .  There fo re ,  
L 

Ford s a w  no p r o f i t  i n  deveiopment of a  new. small c a r .  

See ,  Cubbin, Mergers P r o j e c t  Case Study, ( .unpublished r e -  

U n i v e r s i t y  o f  Warwick, 1976)., p. 17. 

OJ c i t ,  p .  2 4 .  - 



-- - p L  - - - - -  

CHAPTER 3 - ,FOOTNOTES 

--l i 

A t  t h e  t ime,  t h e r e  w a s  exscess-demand f o r  c a r s -  i n  pap; over- :  
' B  - ' - -  s. 0. = Y , . 

' " _  
seas markgts ,  = i n c l u d i n g  t h e '  u n i t &  S t a t e s ,  w h i l s t ,  t h e  

i 
, " 

I 
I S  C 

.ri. 
* 

European p roducers  were i n  d i s a r r a y  as a r e s u l t  of  w a r  

damage. 
-- - -- - - A 

The Board of  Trade i s  a B r i t i s h  depar tment .  

Great  B r i t a i n  Pa r l i amenta ry  Debates (Commons), 5 .4.46.  

1584. ( H e r e a f t e r  -HCD) . 
F O ~  t h e  i n d u s t r y ,  a N a t i o n a l  Advisory Counci l  was a  p r i f e r a b l e  

body t o  t h e  a l t e r n a t i v e -  Working Counei l .  The l a t t e r  was. 
-21 - 

dominated by t h e  government and unions and had more con- 
-> 

t r o l  ove r  an i n d u s t r y .  -. 
9 

Economist, March 27 ,  1947, p.  386. 
i 

- - 

This  w a s  f o r  January  1949. a 

HCD, 11 th  A p r i l ,  1949, 2449. 
" A'---% X Before World War 11, t h e  - B r i t i s h  motor indus t ry .  had been 1 

b i g g e r  than  t h a t  of France ,  Germany o r  ' ~ t a l y .  3 
Chairman s Report .  Aus t in  Motor Company Annual ~ e n e r a l  Meet- a 

i n g  1946. 

I b i d .  

p r i a t e n e s s  of many B r i t i s h  des igns  f o r  over seas  c o n d i t i o n s .  
a 

~ h 6  reason t h e  United States companies could do th i s  was tkat 
9 

they  e x p l o i t e d  most a v a i l a b l e  economies of s c a l e .  , 
* * 
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~ c o n o k s t ;  Oct. 1 9 4 7 ,  / ,  257. , r . 

SMMT, ~ h &  Mot-or I n d u s t r y  o f  Great  B r i t a i n ,  1947. 
w 

I n  t h e  United S t a t e s ,  Ford r e p o r t e d  t h a t  the  s t e e l  s h o r t a g g  - 

l i m i t e d  p r o d u c t i o n  t o  one m i l l i o n  u n i t s ,  w h i l s t  ,demand - 

was 1 . 7  m i l l i o n  u n i t s  f o r  t h e  y e a r .  Th i s  p u t s  t h e  

B r i t i s h  e x p o r t  e f f o r t  Vo t h e  U.  S.A. , iMo perspeet iue.-  - --?-- 

Economist, Feb. l 4 t h , , 1 9 4 7 ,  p.  280. 

17. See,  Chapter  t w o ,  where economies of s c a l e  i n  t h e  indus-  
* 

t r y .  a r e  examined. - 

1 8 .  For  example, Argen t ina  -only al lowed impor t s  of  B r i t i s h  c a r s  
h 

i f  t h e  . impor te r  h e l d  a c e r t a i n  minimum amount o f  s t e r l -  
% 

i n g  i n  Buenos A i r e s .  With e x t e r n a l  p o l i c i e s  such as t h i s  

making it d i f f i c u l t  f o r  t h e  s m a l l e r  concerns t o  e x p o r t ,  

i t  ~ o u l d  have been u n j u s t  f o r  t h e  g o v e r r i e n t  toL f o r c e  
- * 

t h e  c l o s u r e  of  s m a l l  f i r m s  which f a i l e d  t o  e x p o r t .  I n  

a d d i t i o n ,  t h e  SMMT a rgued t h a t  t h e .  succ-ess o f  t h e  s m a l l e r '  

companies such as Healey and A l l a r d  i n  i n t e r n a t i o n a l  

r a l l i e s  added t o  B r i t a i n ' s  i n t 6 r n a t i o n a l  p r e s t i g e .  

HCD, 5 t h  A p r i l ,  1946, 2584. 
* 

HCD, 1 0 t h  November, 1947, 41.  

The SMMT persuaded the gDvernment t h a k  f o r c e d  r a t i o n a l i s a t i o n  
- -  j 

i 

would ham - t h e  e n g i n e e r i n g  i n d y s t r y l s  expor t  e f f o r t .  

C.  Shawcross, HCD, 5 t m i l  1946, 1584. 

There i s  no eviden  how t h e  motor indus, t ry  re- 

4 -sponded t o  t h e s e  c o n s t r a i n t s  on s e l l i n g  p r i c e s .  However, - 
! 
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.it does n o t - a p p e a r  t h a t  pr%c&s were'set* ve ry  much T v e  

<\ 
r' 

normal e q u i l i b r i u m  l e v e l s .  F i r s t l y ,  a f t e r  t h e  end o f  

excess-demand, p r i c e s  were n o t  reduced.  Secondly,  p r o f i t s  L, 

d i d  n p t  f a l l  once normal c o n d i t i o n s  r e t u r n e d .  If exces-  

s i v e l y , h i g h  p r i c e s  had been s e t ,  p r i c e  c u t s  and lower 

p r o f i t s  a f t e r  1953 would have b.een expec ted .  

Throughout t h i s  t h e s i s  p r o f i t s  a r e  t r e a t e d  wi th  some , 

s c e p t i c i s m .  New a r r i v a l s  a t  Ford of Europe ' s  M a n a g ~ e n t  
- - 

Programme i n  1968 were t o l d  t h e  f o l l o w i n g  s t o r y  about 
I 

d 

p r o f i t s  a t  - ~ o r d .  Henry Ford, upon a s k i n g  h i s  accoun tan t s  

- -  what t h e  p r o f i t  f o r  theo y e a r  would be ,  w a s  met w i t h  t h e  

r e p l y  t h a t  i t  depended &on what 'he would l i k e  i t  t o  be. 

Whi ls t  o v e r  t h e  1ong"run r e p 5 r t e d  p r o f i t s  are a f a i r  - 

/ 
i n d i c a t o r  of  p r o f i t s ,  on a y e a r  t o  y e a r  b a s i s  they  a r e  -- 
l e s s  r e l i a b l e .  

I n  t h e  l i g h t  of t h e  abbve cavea t  some p r o f i t  f i g u r e s  
- I 

f o r  t h e  motor i n d u s t r y  between 1 9 4 7  and 1956 a r e  p resen ted .  
A 

R e l a t i v e  t o  a1.1 i n d u s t r i e s  i n  B r i t a i n ,  t h e  m o t o r  i n d u s t r y ' s  4 4 

p r o f i t  performance i irnpro~ecj~ a f t e r  excess  demand ended. 
* - 'i , 

Whils t  more c a r s  were s o l d  i n  t h e  more p r o f i t a b l e  home . -. 

market af-ber 1952, t h i s  s u g g e s t s  .that e x c e s s i v e  exploi= - - -  - - - 

t a G i o n  be- #en haX-&eewrrzd .  -- 



- -- - - 

Gross  T r a d i n g  P r o f i t  (1947=10&) 

P ro f i r ,  f o r  Motor, Cyc les  & a A-1 1 Col  2 as 
Year A i r c r a f X  I n d u s t r y  I n d u s t r f  e s  %age Col- 3 q 

* 

1947 * 100 100 100%.  

19 56 382 232 ." 165%' 

t 
Source :  G .  Maxcy and  A .  S i l b e r t s o n ,  The Motor Indus  try ' ( ~ o n d b n :  

1 

Allen & Unwin, 19564, p ;  164. . . D 

I 
24 .  ~ d v e r t i s e r p e n % s  i n  The Motor and The Times i n  1949 and 1950 

3 - 
show r e t a i l  d e a l e r s  s e l l i n g  n e a r l y  new c a r s  f o r  up t o  

I t w i c e  t h e i r ,  l i s t  p r i c e .  

25.  HCD, 1 1 t h  A p r i l ,  1949,  2451. a 
26. Economist ,  October  1949 ,  p .  627. 

27. I b i d .  
- L - - Z 

28.  bid. 1 

- -- - - - -- 

29. Chairman l s ~ e ~ o r t .  A u s t i n  M O ~  Company ~ n n u a i  ~ e n e r a l '  Fleet- 

- i n g ,  1947. 

30 .  G.  Tu rne r ,  The Leyland  P a p e r s ,  .  ondo don: Eyre  and  ~ ~ o t t e s w o o d e ,  



See,  ~ o a d s  

See,  D i s t r i b u t i o n  P o l i c y  s e c t i o n ,  t h i s  c h a p t e r .  It i s  argued 

t h a t  expor t  q u o t a s  encouraged t h e  manufac turers  t o  g r o s s l y  

o v e r e s t i m a t e  excess-demand a t  home. A s  - a r e s u l t ,  e x p o r t s  

were seen  as p a r t  of  a s h o r t  term e x p o r t  e f f o r t  wi th  

n e g a t i y e  consequences.  
- - - - - - A - - - - 

For example, i n  1947 ,  t h e  government undertook a p o l i c y  of '. , 

making i t  d i f f i c u l t  t o  o b t a i n  c a p i t a l  goods. See,  HCD, 

This  ' t a r g e t  was n e v e r  achieved.  

HCD, 10/6/52, 135.  

BMC made m i l i t a r y  j e e p s ,  Rootes produced m i l i t a r y  t r u c k s ,  

Rover produced t a n k  eng ines ,  S tandard  manufactured aero-  

' ~ l a r - e e n g i n e s .  I n  t o t a l ,  mil i tary o r d e r s  amounted t o  A _ - 
i 
-i. s i x t y  m i l l i o n  pounds. i 

Rearmament r e q u i r e d  t h e  manufac turers  t o  p u t  a major  e f f o r t  ?. j 
j 

i n t o  t u r n i n g  ou t  m i l i t a r y  goods. Th i s  meant t h a t  new, ,2 

'.. f 
models, improvements and investment  p l a n s  were h e l d  up. 

I n  B r i t a i n ,  s i x  manufac tu re r s  tended t o  produce a complete 
T 

range  o f  cars ,each  from a s m a l l  c a r  t o  a luxury  c a r .  
e 

Only Vauxhal l  d i d  n o t  produce a 'small car. I n  comparison, 
1 

i n  Germany, Volkswagen. c o n c e n t r a t e d  on - smal l  c a r s ,  Ner- 

duced medium s i z e d  c a r s .  In ,F rance ,  Cit'reon produceh 

very s m a l l  and 1 uxury cars. R e m f t  pr- s~~~&f-an* 



LI 

-- - P --.- -- 

medium c a r s .  . S W c a  produced medium c a r s .  Peugeot pro- - 
- C 

b r 

duced mediqm- and l a r g e r  c a r s .  In 1 t a l y ;  F i a t  dominated-  .' - - 

t h e  market.   herefo fore, h i g h e r  c o n c e n t r a t i o n  l e v e l s  i n  - - - . 
1 

Europe do n o t  t e l l  t h e  whole s t o r y  about  i n d u s t r y  strut? 

t u r e  i n  t h e  d i f f e r e n t  c o u n t r i e s .  
I 

Economist, October  1951, p .  1069. , - 
# 

This  n e g l e c t ,  o f  long  t e rm requi rements  f o r  e x p o r t s  +Gas aggra-  

va ted  by the f a c t  t h a t  t h e  e x p o r t  quo tas  d i d  n o t  i n c l u d e  . 
s p a r e  p a r t s .  There fo re ,  ;the e x ~ o r t  q u o t a s r a c t e d  as a . 
- - 

d i s i n c e n t i v e  t o  t h e  long  r u n  development of  e x p o r t  m a r -  

k e t s .  

F i n a n c i a l  Times, 13/11/52. 
- 

O r i g i n a l l y  f o r  195.2 t h e  government had decreed  t h a t  a l l  pas - ,  

s enger  v e h i c l e s  excep t  f o r  s i x t y  thousand shou ld  be ex- - 4 - 
- - 

por ted .  I n  t h e  f a c e  o f  i n c r e a s e d  f o r e i g n  compe t i t ion  , - - +, # 

. . t 
and import  r e s t r i c t i o n s  on some t r a d i t i o n a l  markets  t h i s  , 

\ I 

4 
proved imposs ib le .  If t h e  government 's  p o l i c y  had been ' 2 3 

- 

c o n s i s t e n t  t h e y  would have f o r c e d  a p r o d u c t i o n  cut-back 5 
- I 

* 

, o n c e  t h e  e x p o r t  q u o t a  w a s  f i l l e d .  Perhaps t h i s  would 

have s t i m u l a t e d  t h e  s e a r c h  f o r  new markets .  . -instead, 

as . so  oftezi, t h e  M i n i s t r y  o f  Supply took the l i n e  o f  f 

hezTli% 

were t o  t h e  home market .  Source:  Economist , .17th Novem- 

ber, 1952, p. 362* - - - - - - - - -- 



The reasons  f o r ,  ' the  o v e r e s t i m a t e  of  home 

F i r s t l y ,  t h e r e  was no p receden t  f o r  

- ~ 

demand, a r e  c l e a r .  

t h e  motor i n d u s t r y  

o f  a long s u s t a i n e d 4 e s t r i c t i o n  o f  supply .  There fo re ,  

demand e s t i m a t e s  were o f  l i t t l e  h e l p .  Secondly,  t h e r e  
a 

w a s  a c o n f l i c t  between t h e  usage age o f  t h e  c a r  s t o c k  

and t h e  h i s t o r i c  age .  H i s t o r i c a l l y ,  t h e  s t o c k  o f  c a r s  
A- - - 

i n  B y i t a i n  was o l d .  However, f o r  many y e a r s ,  mos t  o f -  

t h e  c a r s  had bebn unused. Furthermore,  d e s i g n s  *had been  
I 

l i t . t l e  changed f o r  t e n  y e a r s .  Th i s  e x p l a i n e d  why s h e  . - 
manufac turers  o v e r e s t i m a t e d  excess-demand. They hoped 

t h e  s t o c k  ~f l lo ld"  c a r s  neeaed r e p l a c i n g .  The f a c t  t h a t  

many o f  t h e s e  c a r s  had7cbeen l i t t l e  used f r u s t r a t e d  t h o s e  

hopes. I n  usage terms many were q u i t e  "new". 
* 

The Times, 28/11/52. 

f o r  example, s e e  Aust in ,  Annual Genera l  Meeting, 1952. 

See f o o k n o t e  23, t h i s  c h a p t e r .  

HCQ, 24/3/48, 3015-3016. 

S i n c e  c a r s  were a middle-c lass  luxury ,  t h e  e q u i t y  q u e s t i o n  , , 

of h i g h e r  p e t r o l  p r i c e s  was nob impor tan t  t o  t h e  Labour i a 
government. - 6 3 

f 

Aust in  absorbed t h e  convers ion  c o s t s .  It i s  i n t e r e s t i n g  t o  g 

n o t e  that these c o s t s  r e p r e s e n t e d - o v e r  Toreg-per-eent - --- ' ---- 

t h i s  f o r  t h e  i n f e r i o r  p roduc t .  

, 
v ious  e x p e r i e n c e  of t h i s  s i t u a t i o n .  



51. See f o o t n o t e  43, t h i s  c h a p t e r .  - 

5 2 .  For example, a good s p a r e  p a r t s  s e r v i c e  would n o t  have c o n t r i -  

b u t e d  to a f i r m ' s  expor t  quo tas .  
? 

53. To encourage s m a l l  c a r s  t h e  government shou ld  have g iven  s o  

many g a l l o n s  of  p e t r o l  f o r  each c a r .  I n s t e a d ,  t h e y  dis-* 

c r i m i n a t e d  i n  f avour  of l a r g e  c a r s  by g i v i n g  enough 

petr .01 t o  t a k e  each  car a  given mi leage  ea&-rim~tk. - 

54. See Tqxat ion P o l i c y  and Rearmament s e c t i o n ,  t h i s  c h a p t e r ,  f o r  ' 

f u l l e r  d i s c u s s i o n .  

+* 5 5  It can be argued t h a t  t o o  many companies p roduced ' too  many ' 

new models G i t h  t o o  l i t t l e  r e s e a r c h  and deve1o"pent. 

Too few numbers o f  each new model were produced,  t h e r e -  

f o r e  c o s t s  and p r i c e s  were t o o  h igh .  A r a t i o n a l i s e d  

s t r u c t u r e  cou ld  have q e a n t  lower p r i c e s  and f a s t e r  pro- 

.gress  i n  t h e  i n d u s t r y .  

56. HCD, 1 7 / 4 / 4 4 ,  920.  

57. I b i d .  

58. The RAC h o r s e  power t a x  was i n s p i r e d  by t h e  Royal Automobile 

Club. Taxes were based on t h e  a r e a  of  t h e  p i s t o n  heads 

o f  t h e  engine .  A cub ic  capac i ty  t a x  i s  based  on t h e  t 

4 

, volume o f  t h e  e n g i n e  c y l i n d e r s .  Th i s  g i v e s  more freedom I 
3 
J t o  engine  d e s i g n e r s .  - -- - - -- - - - - - - - - - - * 2 

f 
go.  he ~imes, so7/x,fi4-.L - - ---: -- 4 

i 
61. Economist, J anuary  '1947, p .  187. a 6& The Motor, 30/4/47, An which t h e r e  a r e  e s t i m a t e s  of  f u t u r e  

c a r  p o p u l a t i o n  and excess  dem&d. 



63. For t h e  e f f e c t s  o f  t h i s ,  s e e  c h a p t e r  2 ,  f i g u r e  2, p. 1 4 .  

2 64. S i r ' - M i l e s ,  Thomas quoted  i n  Morris  Motors Annual Genera l  Meet- 

65. HCD, 17/6/47, 1821; M 

66. Most of  t h e  B r i t i s h '  motor f i r m s - a t  t h i s  t ime were s t i l l  domi- 

n a t e d  by i n d i v i d u a l  f a m i l i e s  and t r u s t s .  For  example, 
-- - 

Morr is ,  Rootes ,  J a g u a r  and Ford. 

67. The Times, 20/12/44. 

68. Economist, 23/12/44, p. 386. 

69 .  For  +example, Q e  Aus t in  seyen,  i n t r o d u c e d  i n  t h e  l a t e  t w e n t i e s .  
* 

70. Economist/, October  1947, , p .  496. 

71. The comparison o f  p r i c e s  i n  A u s t r a l i a  g i v e s  some i d e a  of  t h e  

e f f e c t  on c o s t s  of B r i t a i n ' s  i n d u s t r y  s t r u c t u r e .  Ob- 
3 

v i o u s l y ,  t h e  more r a t i o n a l i s e d  American s t r u c t u r e ,  des- 

p i t e  h i g h e r  wage r a t e s ,  was a b l e  t o  p r o v i d e  more va lue  

f o r  t h e  money. 

7 2 .  For example, t h e  Renaul t  750 weighed 9 cwts . ,  t h e  Aus t in  A30, 

13  cwt. By v i r t u e  o f  t h e i r  r e a r  wheel d e s i g n ,  t h e  

Renaul t  and Volkswagen were more e f f i c i e n t  t h a n  t h e  

t r a d i t i o n a l l y  des igned  B r i t i s h  c a r s .  A Renaul t  could  

c a r r y  f o u r  peop le  a t  t h e  same speed as a B r i t i s h  c a r  
- - - - - 

- b u t  w i t h  b e t t e r  fuel economy. 
- -- 

73. For  example, t h e  magazine of  t h e  Automotive A s s o c i a t i o n , ,  

Motoring Today i n  1965 r e l a t e d  motor ing  e x p e r i e n c e  t o  - 
income c l a s s .  O f  t h o s e  who had had ca rs  sTncF I-.----- - 

70 Der c e n t  were i n  income groups A ,  B and C ,  whereas 



--- - 

60 p e r  . c e n t  o f  t h o s e  who- had owned c a r s  s i n c e  1956 were 

i n  income g roups  C and  DE, t h e  l bwes t  c l a s s e s .  
2 Y - 

74.  Economist ,  October  1952,  p.  721. 

75. HCD, 9/6/47, 694.  

76. HCD, 6/5/46, 590-597. 
i 

77. F o r  example,  B r i t i s h  c a r s  t e n d e d  t o  have good t u r n i n g  c i r c l e s ,  
- - - A -- - 

e n g i n e s  w i t h  e x c e l l e n t  to rque '  and pos f -  

t i v e  s t e e r i n g .  

78. Economist ,  J a n u a r y  1947, p .  36. 
- 

79. Fo r  a more comple te  l i s t ,  see, H. A .  T u r n e r ,  G.  C lack  and G.  - 
R o b e r t s ,  Labour R e l a t i o n s  i n  the Motor I n d u s t r y ,  (London : 

A l l e n  and Unwin, 1 9 6 7 ) .  

80. . H. A.  Tu rne r  e t  a l ,  OJ G, p.  273. 

8 1  F o r  example,  c u t s  i n  s t e e l  s u p p l i e s ,  t h e  p o o r  w i n t e r ' o f  t h a t  
- 

y e a r ,  l a c k  of a c c e s s  t o  c a p i t a l  goods,  and d e c r e a s e s  i n  

demand f o r  B r i t i s h  c a r s  o v e r s e a s .  

8 2 .  Job  i n s e c u r i t y  and consequent  t rade union  c o n s e r v a t i s m  may d s 
$ 

have been t h e  c a u s e ,  i n  p a r t ,  f o r  low i n d u s t r y  produc- 
s j 
2' 

t i v i t y .  I n  1948  p r o d u c t i v i t y  was lower t h a n  i n  1938. . 

Repor ted  i n  t h e  Economis t ,  June  1948, p .  733. 
i 

83. Economist ,  August 1948,  p. 327. 

84. I n  1948,  S t a n d a r d  T r i u m p h  I n t e r n a t i o n a l  bought- 'orre  their pTece--- - 

W e J r k s y S t e I l l -  

i n  t h e  i n d u s t r y .  I n  t he  f i f t i e s ,  t h e y  were pe r suaded  . 
by t h e  unions te re in tPoat tee  piecework. - - - - - -- - 

L 5  - 
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85.  There were sound r e a s o n s  f o r  t h e s e  h o s t i l e  and d e f e n s i v e  a t t i -  

4 t i d e s .  I n  t h e  t h i r t i e s ,  some companies, f o r  example, 
i 

A - Ford, had v i o l e n t l y  opposed t r a d e  unions.  I n  a d d i t i o n ,  

workers i n  t h e  i n d u s t r y  i n  t h e  t h i r t i e s ,  f o r t i e s ,  f i f -  1 
t i e s - a n d  s i x t i e s  c a r r i e d  t h e  b r u n t  of  t h e  consequences 

c9 
4 

of t h e  c y c l i c a l  n a t u r e  of  c a r  demand. 31 
- - - -- - LL - 

86. Trade-  Unions cou ld  r e a c t  t o  ynemployment w i t h  s t r i k e s ,  which -I 
imposed c o s t s  "&n tfie motor company. There fo re ,  t o  avoid  I 
l a b o u r  h o s t i l i t y  and St-~iAee r e a c t i o n ,  motor f i r m s  b e e m e  

more l i k e l y  t o  absorb  t h e  c o s t s  of  l a b o u r  hoarding  r a t h e r  I 
t han  r i s k  a s t r i k e .  

87. Poor l abour  r e l a t i o n s  s t r u c t u r e  i n  B r i t a i n  can be compared I -. 
t o  t h e  e f f i c i e n t  s i x t e e n ,  i n d u s t r y  based,  unions of  '- 

A I 
'Germany. I r o n i c a l l y ,  t h e  B r i t i s h  government p layed a 

r o l e  i n  s e t t i n g  up t h e  German s t r u c t u r e  a f t e r  t h e  w a r ,  

when Germany w a s  under A l l i e d  Command. 

Thepeasons f o r  t h i s  can be seen  i n  t h e  d i s c u s s i o n  o f  economies 
- 

of s c a l e  i n  t h e  motor i n d u s t r y  i n .  c h a p t e r  2 .  I n  addi-  

t i o n ,  i n  1946,. t h e  M i n i s t e r  of  Supp-ly s a i d  t h e  motor 

i n d u s t r y  would c o b n i t  "genera l  s u i c i d e "  i f  r a t i o n a l i s a -  

t i o n  a i d  no t  occur .  Source:  HCD, 5/4/46, .1581. 
-- - - -- - - - - - - 

89. Economist, December 1948, p. 922. 

90. This  was shown i n  

t h e  SMMT, t h e  s e t t i n g  up of a N a t i o n a l  Advisory ~ o r n ~ i t -  
- -- 

t e e  i n  1946, and i t s  encouragement and suppor t  of  -o the r  

- 

- 



i n t r a - i n d u s t r y  bod ies .  
1 

See, q x p o r t  p o l i c y ,  t a x a t i o n  p o l i c y  and rearm .ment p o l i c y ,  

t h i s  c h a p t e r .  

I n  a d d i t i o n  t o  t h e  Austin-Morris merger i n  1952, a  number o f  

t akeovers  of  body s u p p l i e r s  took p l a c e  d u r i n g  t h i s  p e r i o d .  

I n  1946, Aust in  absorbed Vanden P l a s .  I n  1947, t h e  B r i -  
\ - A  - 

ti& Small A r m s  Company ( ~ a i m l e r )  purchased Hooper 
a 

(Coachbui lders )  and Barker  (Coachbu i lde r s ) .  I n  1953 

Ford bought o u t B r i g @ ; s , a n d  BMC t o o k . o v e r  F i s h e r  and 

Ludlow. I n  1954 BSA took c o n t r o l  of Carbodies .  Source: 

P. L. Cook, E f f e c t s  o f  Mergers, (London: Al len  and Unwin, 

See t a b l e  1. 

As r e p o r t e d  i n  t h e  Annual Accounts of Morris  and Aust in .  

The Times, l 2 / l O / 4  8. 

The Austin-Morris merger was a d e f e n s i v e  one.  The company's 

new managing d i r e c t o r  commented, "...we expect  keen 

p e t i t i o n ,  b u t  we have a few s h i l l i n g s  i n  t h e  bank and 

f r i e n d s  who w i l l  l e n d  us  money. We a r e  f e e l i n g  p r e t t y  

comfortable .  " Source : F i n a n c i a l  Times, 28/9/54. - 

I n  1937 Morris had 25 p e r  cent  o f  t h e  B r i t i s h  market f o r  pas- , 
- -  -- - -  - -  - - - -  ---- 

senger  c a r s .  I n  1951, Morris  had 21  p e r  c e n t .  
- - - - - - -- - 

Economist, December l s t ,  1951, p. 1346. 

F. R. J e r v i s ,  The Economics o f  Mergers (London: ~ o u t l e d ~ e  

and Kegan Pau l ,  1971) ,  p.  28L. 



1 0 0 .  Economist, A p r i l  4, 1953, p.  50 .  

101. A s  w e l l  as an end t o  excess-demand i n  B r i t a i n ,  i n  France,  

Germany and I t a l y ,  t h e  c a r  companies had been r e b u i l t  

w i t h  Marshal l  Aid. Overseas ,  c o y p e t i t i o n  was more in -  

t e n s e .  . 
1 0 2 .  With u n i t a r y  c o n s t r u c t i o n .  a s i n g l e  chassis-body u n i t  r e p l a c e s  

a s e p a r a t e  c h a s s i s  t o  which a body i s  a f f i x e d .  Uni tary  
- - 

c o n s t r u c t i o n  o f z e r s  weight  s a v i n g s .  

101. Economist, August 8, 1953, p .  410. 

1 0 4 .  For example, expor t  p o l i c y ,  rearmament pol icy-v  and d i s t r i b u -  
*. - 

t i o n  p o l i c y .  #U 

L- 



1. ?ee c h a p t e r  one, where t h e  c o n t r i b u t i o n  o f  t h e  motor i n d u s t r y  
t o  t h e  UK economy i s  d i scussed .  

i 

2 .  I n  ~ u s t r a l i a ;  r e s t r i c t i o n s  on t h e  number o f  impor t s  were i m -  
rg\ posed on a temporary b a s i s .  

3. See t a b l e  7. 

5 I b i d .  

6 .  See t a b l e  7 .  
- 
- 

7. J. R. ~ u t h b e r t s o n ,  "Hire Purchase Con t ro l s  and F l u c t u a t i o n s  
i n  t h e  Car Market," Economica, 28, ( June  1961) ,  p.  125. 

8. ~ c o n o m i s t ,  March 25 ,  1957, g.  713. France,  f o r  example i n  
t h e  f i r s t  f o u r  months s o l d  e i g h t  t imes  as (many c a r s  i n  

r a 
t h e  United S t a t e s ,  most ly t h e  popu la r  -Renault  Dauphine. -i 

9 .  See t a b l e  7 .  a 

10. H i r e  Purchases  S t a t i s t i c s ,  d i n  Economist ,  December 13,  
1958, p.  1011. 

11. A major  r eason  f o r  t h e  con t inued  boom was a for thcoming e l e c -  
t i o n .  Thk Conservat ives  won t h e  e l e c t i o n  w i t h  t h e  s logan  
"You never  had i t  s o  good. l1 

d 

1 2 .  B r i t i s h  Motor Company, Annual General  Meetinq, 1 9 6 0 . .  BMC 
a l o n e  p lanned t o  i n c r e a s e  c a p a c i t y  t o  1,200,000 u n i t s  
by 1962. 

13 .  See  t a b l e  7.  

1 4 .  SMMT, The Motor I n d u s t r y  of Great B r i t a i n ,  1960. 

15. Economist, November 19 ,  1960, p. 808. 

16. Roads P o l i c y  and P e t r o l  D i s t r i b u t i o n  P o l i c y  had a l s o  been 
k d + t o  d i w  cars, see chapter ihree, 

1 7 .  Smal l  UK c a r s ,  i n  p a r t i c u l a r ,  were u n s u i t a b l e  f o r  t h e  United - 

S t a t e s .  I n  o r d e r  t o  have s u f f i c i e n t  eng ine  t o r q u e  t o  
h M l e  B F ~ G A ~ A  ma& m i t i c n r s ,  small *,- azrt f re  



' t h e  M o r r i s  Minor, were- i n c a p a b l e  o f  c r u i s i n g  a t  _the 
s p e e d s  r e q u i r e d  i n  t h e  Un i t ed  S t a t e s .  

18 .  The Renau l t  and Volkswagen cou ld  per form s a t i s f a c t o r i l y  i n  
t h e  Un i t ed  S t a t e s  because  oC t h e i r  h i g h  g e a r i n g .  They 
had i n s u f f i c i e n t  e n g i n e  t o r q u e  f o r  B r i t i s h  r o a d  condi-  
t i o n s .  F 

19 .  Economfst ,  September  24, 1960,  p. 1214. I n  t h e  f i r s t  h a l f  
o f  1960 UK e x p o r t s  t o  U.S. f e l l  20 p e r  c e n t ,  w h i l s t  
f o r e i g n  i m p o r t s  t o  t h e  U.S., i n  t o t a l ,  f e l l  7- p e r  cent. 

20. B u s i n e s s  Week, 21/5/60. , 

21. Economist ,  Oc tobe r  29, 1960,  p. 480. 

22.-? Economist ,  November 30, 19.57, p .  793.' 
- 1 . fl  

2 3 r x  Vauxha l l  -and ST1 were  more a f f e c t e d  by c y c l i c a l  demand be- 
c cause  i n  boom c o n d i t i o n s ,  as demand f o r  t h e  more p o p u l a r  

F o r d a n d  BMC c a r s  c r e a t e d  l o n g  w a i t i n g  l i s t s ,  demand would 
s p i l l  o v e r  t o  Vauxha l l  and S T I .  I n  p e r i o d s  o f  weak de- 
mand t h e r e  were no w a i t i n g  l i s t s .  T h e r e f o r e ,  Vauxhgl l  
and  ST1 tended,$-o e x p e r i e n c e  t h e  g r e a t e s t -  f l u c t u a t i o n s  
i n  demand. ,, 

24. F o r  example,  t h e  recessiori of 1960 h i t  ST'I v e r y  h a r d  and was 
a f a c t o r  Yn t h e i r  s e l l - o u t  t o  Leylahd.  

' 25 .  F o r  example,  i n  1960 t h e  p r i c e s  o f  most B r i t i s h  models were 
r educed  i n  t h e  Un i t ed  S t a t e s .  

26. See  J .  Cubbin, Mergers P r o j e c t  Case S tudy  R e p o r t ,  ( unpub l i shed  
r e s e a r c h  p a p e r ,  Warwick U n i v e r s i t y ,  1960) ,  11. Cubbin 
n o t e s  t h a t  i n  B r i t a i n ,  o u t s i d e  f i n a n c e  w a s  dependent  
upon a f i r m ' s  p r o f i t  r e c o r d .  

27.  WhiJst t h e  1960  i n v e s t m e n t  p l a n s  were n o t  a f f e c t e d ,  i n v e s t -  
ment be tween  1956 hnd 1958 had b e e n  s lowed b e c a u s e  t h e r e R  
was e x c e s s - c a p a c i t y .  Exces s -capac i ty  had been  g e n e r a t e d  
by t h e  slowdown 0.f 19-56 and 1957- - - - d - - 

' 28. The t r a d e  u n i o n  Dresence  g u t  p r e s s u r % o n  ,management t o  t r y  
t o  a v o i d  r e d u n d a n c i e s .  T h i s  i s  d i s c u s s e d  i n  c h a p t e r  
t h r e e  unde r  Labour R e l a t i o n s  p o l i c y .  

29. HCD, 8/3/56,. 1121.  

31. HCD, 15/3/56, 1945.  



Y 

- 
See c h a p t e r  2 ,  f i g u r e  2 .  

A more a g g r e s s i v e  e x p o r t  p o l i c y ,  sag an e x p o r t  q u o t a  of  
t h i r t y  p e r  c e n t ,  might have pu t  p r e s s u r e  on t h e  weaker 
f i r m s  and h u r r i e d  i n d u s t r y  r a t i o n a l i s a t i o n .  

See c h a p t e r  t h r e e ,  t a x a t i o n  p o l i c y .  

A s i m i l a r  phenomenon w a s  observed i n  t h e  Uni ted  S t a t e s  be- 
. 

tween 1945 and 1957. \ m e r e ,  people  had p r e f e r r e d  a good 
n e a r l y  new l a r g e  used c a r  t o  a new small one.  There fo re ,  - 

none o f  t h e  United S t a t e s  manufac turers  made small c a r s .  
When t a s t e s  changed i n  1957, t h e  European impor t s  had 
g r e a t  s u c c e s s  i n  t h e  United S t a t e s .  

I n  1957, Vauxha.11 claimed t h a t  t h e  s rna l leg t  c a r s  were uneconomic 
t o  produce.  The Managing D i r e c t o r ,  M r .  Copeland, s a i d -  
t h a t  when t h e y  dec ided  to produce t h e  f o u r  s e a t ,  f i f t e e n  
hundred c u b i c  c a p a c i t y ,  Vauxhall  V i c t o r ,  t h e y  c a r r i e d  
ou t  f e a s i b i l i t y  s t u d i e s  f o r  a s m a l l e r  c a r .  They found . 
t h a t  w i t h  t h e  s m a l l e r  c a r ,  va lue  was squeezed ou t  more 
q u i c k l y  t h a n  c o s t .  A l a r g e  s t o c k  o f  second hand c a r s  
and f l a t  r a t e  l i c e n c e  f e e s  f o r  c a r s  a l s o  d i scouraged  '4b-. 

produc t ion  o f  s m a l l e r  c a r s .  # 2. 't 
* 

HCD, 22/2/57, 726. 

It would have been b e t t e r  i n  t h e  *-following s e n s e .  T o t a l  
s a l e s  would have been g r e a t e r ,  t h e r e f o r e  each  f i r m  
could have s o l d  more. Th i s  would have been b e t t e r  f o r  
t h e  b a l a n c e  of payments and f o r  employmentnin  B r i t a i n .  
It cou ld  a l s o  h a v e b e e n  b e t t e r  f o r  customers  o v e r s e a s  
wQo would have enjoyed b e t t e r  a f t e r  s a l e s  s e r v i c e .  I n  
t h e  long  r u n ,  B r i t i s h  c a r s  might have enjoyed a b e t t e r  
r e p u t a t i o n .  

See c h a p t e r  2 ,  pp. 4-l0,"where i n d u s t r y  s t r u c t u r e  i s  d i scussed .  

The government 's  p o l i c y  was one o f  n o n - i n t e r f e r e n c e  i n  e x p o r t s .  
- - -  - - - 

9 

For  example, t h e  government might have i n s t i t u t e d  an expor't  
rnarket5ng a g e 4 ~ :  ~ w m i l ~ h a v e  J ~ c i d d  wllick -1s 
would be s o l d  i n  which markets.  S i n c e  a r a t i o n a l  expor t  
p o l i c y  w a s  a p o s i t i v e  sum game, a l l  t h e  manufac tu re r s  
could  have b e n e f i t t e d .  , 

HCD, 22/5/57, 800-808- 



.. - 
-* 

* 4 4 .  See,  c o m p e t i t i o n s  P o l i c y ,  c h a p t e r  t h r e e .  

45. To q u a l i f y  as a. d e a l e r ,  a garage  only had t o  have a  showroom 
capable  o o l d i n g  two c a r s .  - 

46. Economist, ' ~ c t o b e r  5, 1957, p .  65. , 

47; New Statesman,  5/2/55, _ p .  164. 
w .- .. 

48. Economist, December 24, 1960, p.  1329. %A 

The Times, 20/5/58. 
P 

7 ,  

L 
SMMT,cThe Motor I n d u s t r y  of  Great  Britain.;  1960. 

" 

I n  t h e  motor t r a d e ,  a monthly p u b l i c a t i o n  known as t h e  Blue 
Book quo ted  t r a d e - i n  va lues .  . , 

52. World War I1 r e s t r i c t i o n s ,  expor t  quo tas  and s t e e l  quo tas  
and rearmament had a l l  he lped  f r u s t r a t e  s t r u c t u r a l  
change i n  t h e  motor i n d u s t r y .  - 

53. HCD, 30/4/59, 1 4 4 7 -  7pc 

54. Economist, J anuary  17 ,  1959, p.  242. 

55. HCD, 2/2/57, 574. 

56.  For  example, t h e  SPIMT, t h e  i o n a l  Advisory Committee and 
a government s t a n d a r d i s a t i o n  committee f o r  t h e  i n d u s t r y .  

. G .  Turner ,  The Leyland Papers ,  (London: Eyre and ~ ~ o t t i s b o o d e  .' 
Ltd . ,  1971) ,  p .  48. 

58. Jowet t  blamed i n a d e q u a t e  s t e e l  supf l l i e s  f o r  t h e  bankruptcy ,  
b u t  a number of  f a c t o r s  were a t  work: poor  f i n a n c e ;  
c o s t l y  d e s i g n s ;  i n a d e q u a t e  d e a l e r s ;  small s i z e ;  inade-  
qua te  demand once excess-demand ended. 

i 

59. The inves tment  needed t o  p u t  t h e  Rover 2000 on t h e  road  w a s  
3 

approximate ly  e q u a l  t o  t h e  i s s u e d  c a p i t a l  of t h e  company, 
i n ,  Leyland Papers ,  OJ c i t . ,  p. 42. - - -  - -- - - - - -  - - 

60. Raver ' s  ret W t a L i n  1953- 5 8  r)pr w n t ,  S t p  ndardts 
- 

18 per= i n ,  Leyland Papers ,  OJ - c i t . ,  p. 44 .  i 4 
'-\ 61- For  example, t h e  BMC Mini,  t h e  ST1 Herald,  and t h e  Ford 

4 
3 

Anglia .  , . - - 

, 
62. L e t t e r  from Ford Motor Company of +bourn, Michigan t o  

Ford Motor Company o f  Dagenham, Essex, quoted  i n  t h e  
Economist, November 19 ,  1960. 



Economist, November 19 ,  1960, p.  803. 

I n  1959, Ford o f  B r i t a i n  w&s cons ide rab ly  l a r g e r  t h a n  Ford 
o f  Germany. There fo re ,  i t  was l i k e l y  t o  be t h e  c e n t r e  
o f  any Ford expansion p l a n s .  

Economist, December 19 ,  1960, p. 1257. 

G .  Denton, M .  F o r s y t h  and M. MacLennan, Economic Planning  
and P o l i c i e s  i n  B r i t a i n ,  France and Germany, (London: 
Allen andtJrrwin, W 8 ) .  - - . 

- 
I 

G .  Armstrong, The B r i t i s h  Economy and t h e  Motor I n d u s t r y ,  
D i s t r i c t  Bank Review 164 (Sep t .  1967) ,  p .  19-40. . 

F i n a n c i a l  Times, 22/3/60. -- 

Ecanomist ,  A p r i l  1 6 ,  1960, p. 276. 
/ 

,~$'Mc's f i r s t  cho ice  was t o  l o c a t e  i n  t h e  Midlands. T h e i r  
f i r s t  p r o p o s a l  t o  r e l o c a t e  was r e j e c t e d  by t h e  govern- 
ment. 

BMC r e p a i d  , t h e  government f o r  t h e  c o s t  of  t h e  f a c t o r y  over  
a f i f t e e n  y e a r  p e r i o d .  No i n t e r e s t  w a s  p a i d .  

S i r  Pat  Hennessey, Ford Annual ~ e n e r a l - ~ e e t i n g ,  1960. 

E c  nomist ,  October  20, 1956, supplement on motor i n d u s t r y .  + 
~ e e f n e r ~ e r s  s e c t i o n ,  t h i s  c h a p t e r ,  p.  100. 

Those of BMC, Ford,  Vauxhal l ,  S T 1  and Rootes had t o  be r e v i s e d .  

I n  Cheshi re ,  J .  Summers o p e r a t e d  t h e  Sho t ton  $ t e e 1  Works. 

The South E a s t  and Midlands made up t h e  most impor tant ,  p a r t  
of t h e  home market .  These were t h e  most populous and 
a f f l u e n t  areas of B r i t a i n .  * - - - - - - - -- - - - -  -- 

See, economies o f  s c a l e  d i s c u s s i o n  i n  c h a p t e r  2,  pp. 7-11. 
ST1 o u t p u t  a t  t h i s  t ime was l e s s ~ t h a n  a q u a r t e r  of a 
m i l l i o n  c a r s  p e r  annum. 

Economist, March 5, 1960, p.  913- 

G .  Turner ,  - c i t . ,  p. 54. 



Economist, A p r i l  23, 1960, p. 471. 
- 

< HCD; 6/12/60, 1080. 
Lf 

9 

HCD, 6/12/60, 1175. 

'HCD, 6/12/60, 1200. - .  

See, c h a p t e r  t h r e e ,  Roads P o l i c y .  

HCD, 31/3/60, 1112. .. A - . 
-- - - -- 

I n  1938, i f  t h e  consumer p r i o e  index e q u a l l e d  100, then ,  by 
1958, i t  e q u a l l e d  285. 1n  1938-39, f i f t y - o n e  m i l l i o n  
pounds were s p e n t  on t h e  roads ;  i n  1951-52, f i f t y - s e v e n  
m i l l i o n  pounds, i n  1958-59, seven ty - f ive  m i l l i o n  pounds. - 

Source : RCD, 31/3/60, 1112. 

Economist, October  1 9 ,  1957, p. 241. 

C .  Buchanan quoted i n  W. Plowden, The Motor C a r  and P o l i t i c s  
(London: The Bodley Head, l97O),  p .  328. 

These were t h e  BMC Mini, t h e  ST1 HeraZd and t h e  Ford Anglia .  1 
% 

This  i n v e r s e  re1at"ionship has- been c a l l e d  t h e  consp i racy  t o  
s t r i k e  argument. B a s i c a l l y ,  d u r i n g , r e c e s s i o n s ,  t h e  - 

c o s t  t o  both  management and l a b o u r  of a s t r i k e  i s  l e s s  
than  i n  boom p e r i o d s .  

3 

The Times, .quoted i n  t h e  New Statesman 28/7/56, p . ,93 .  

I b i d .  
P 

Economist, J u l y  21, 1956,  p .  206. 

New Statesman, J u l y  28, 1956, p,  93. 

See,  Labour R e l a t i o n s  P o l i c y ,  c h a p t e r  t h r e e .  An example of  
- t h e  government 's  r o l e  i n  l a b o u r  r e l a t i o n s  s t r u c t u r e  was 

t h e  1 9 4 4  l e g i s l a t i o n  which encouraged firms t o  a c c e p t  
many unions i n  t h e i r  f a c t o r i e s .  - -- - -  - - -  - -- -' -- 

-- - 

The Times, 4/10/56. 

H. A,  Turner,  it,, p. 83, - - -- - a - - 
Since  t h e  home market w a s  more p r o f i t a b l e ,  firms tended t o  

r e d i r e c t  e x p o r t  product ion .  t o  s s t i s f y  the  home market.  
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The cutbacks  i n  1969 meant t h e  motor i n d u s t r y  opera ted  
a t  f i f t y  p e r  c e n t  of c a p a c i t y .  

4 1 .  See t a b l e  11. 
0 

. 4 2 .  F o r  a d i s c u s s i o n  of t h e  e f r e c t s  of p r o f i t s  on inves tment  s e e ,  
Great B r i t a i n ,  C e n t r a l  Po l i cy  Review S t a f f ,  The Fu tu re  
of t h e  B r i t i s h  Car I n d u s t r y ,  p. 55. 

43.- The French t r u c k  producer  B e r l i e t  w a s  n o t  i n t e r f i a t i o n a l l y  
compe t i t ive ,  p a r t i c u l a r l y  a g a i n s t  t h e  B r i t i s h .  The 
g e n e r a l  engine  c a p a c i t y  c e i l i n g  was mainly t o  p r o t e c t  
B e r l i e t .  6 

64. Bus iness  Week, 27/1/68. 
I 

45. T h i s  was cons ide rab ly  1-s t h a n  i n  t h e  EEC c o u n t r i e s .  
4 

- 46. I n  Japan,  t h e  Minis'try o f  I n d u s t r y ,  Trade and Investment  I 

had been- ins t rumenta l  i n  encouraging_mergers- i n  t h e -  - - -- - 2 
s i x t i e s  and t h e . t e n f o l d  i n c r e a s e  i n  p r o d u c t i o n  achieved 4 

- - o v e r t h e  decade. Ln Europe, VW and Auto-Union had 
merged, F i a t  and C i t r e o n  had j o i n e d  t o g e t h e r  and Peugeot 
and Volvo had agreed  t o  cooperate .  F i a t  and Renau l t ' had  
n e g o t i a t e d  t o  b u i l d  motor p l a n t s  i n  the USSR and Roumania. 

I 
BMC had a s p i r e d  t o  b u i l d  t h e  p l a n t  i n  R o m a n i a  bu t  had 
achieved i n a d e q u a t e  government suppor t .  

47. See Competi t ion P o l i c y  s e c t i o n ,  t h i s  chap te r ,  p .135.  



- - 

I n  comparison, V a l e t t a  of F i a t ,  bu t  a l s o  VW and Renaul t  had 
wanted t o  c r e a t e  some s o r t  of p r o t e c t i v e  c a y t e l  i n  1963. 
They were concerned about  t h e  l i k e l y  e f f e c t s  of  over- 
c a p a c i t y  i n  Europe on a l l  manufac tu re r s .  

E v i d e n t l y  t h e  f r o n t  wheel d r i v e  ~ o r r i ; '  1100 g r e a t l y  impressed 
irs% C o r t i n a  was an a c k n ~ w l e d g e d  t r iumph o f  

p roduc t  p lanning .  It i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h e  
s u c c e s s f u l  models o f  t h e  s e v e n t i e s  such as t h e  VW Rabbit  

- (Gol f )  and Honda C i v i c  use e s s e n t i a l l y  BMC1s i n n o v a t i v e  
d e s i g n s  of t h e  s i x t i e s .  BMC f a i l e d  t b  e x p l o i t  t h e  . - - - - - -  --- 
market fok  ' t h e i r  space  s a v i n g  d e s i g n s .  

For  example, i n  1965, t h e  S  r e t a r y  of  S t a t e  o f  Fore ign  Re- 
l a t i o n s ,  M r .  Anthony Bo 9 tomley , r e t u r n e d  from N i g e r i a  
w i t h  s e r i o u s  c r i t i c i s m s  o f  U . K .  e x p o r t s .  Whi ls t  the.. 
N ige r i an  market had doubled between 1959 and 1964, 
B r i t i s h  s a l e s  had a c t u a l l y  f a l l e n  by volume. M r .  Bot- 
tomley s t a t e d  t h r e e  r e a s o n s  which had r e p e a t e d l y  been 
hea rd  s i n c e  1945; u n a v a i l a b i l i t y  of c a r s ,  u n s u i t a b i l i t y  
o f  c a r s ,  and, e s p e c i a l l y ,  a weak a f t e r  s a l e s  s e r v i c e .  
Economist ,  4/5/65, p. 810. 

The Government's harangues t o  t h e  i n d u s t r y  were suppor ted  
i n  t h e  media. I n  1962 t h e  Consumersf Affairs magazine 
Which ( January  1962) found t h e  VW t e c h n i c a l l y  s u p e r i o r ,  
t o  B r i t i s h  s m a l l  c a r s  and Motor S p o r t  (March 1962) r e -  
p o r t e d  t h a t  whereas 64  p e r  cen t  would buy a n o t h e r  BMC 
Mini ,  85 p e r  cen t  would buy a n o t h e r  VW. Amongst l a r g e r  
c a r s ,  Which ( A p r i l  1969) found t h e  q u a l i t y  o f  Volvo ex- 
ceeded t h a t  o f  a l l  t h e  B r i t i s h  o f f e r i n g s .  I n  1967 t h e  
Consumers1 Affairs I n s t i t u t e  found m a t t e r s : l i t t l e  improved. 
I n  an examinat ion  of f i f t y  new c a r s  i t  n o t e d ,  on aver-  
age ,  twenty-seven d e f e c t s  p e r  c a r  (Which, J u l y  1967) .  
Repor t ing  on i t s  r e a d e r s  f i n d i n g s  t h e  Automobile Asso- 
c i a t i o n  recorded  an  average  2.12 d e f e c t s  on each  c a r  
examined. ( A A  Drive ,  September 1969).  

It might  have e x i s t e d  i n  any case .  Footnote  47, above, sug- 
g e s t s  such  f e a r s  a t  t h e  t ime were widespread.  

Ironically, ta r l f fe  -on cars over  2800 c u b i c c a p a c i t y  w ~ m -  -- 
n o t -  lowered,  under French p r e s s u r e .  It was i n  t h e  
fhT$ luxury  c a r s  such as the Jaguar t h a t  
B r i t a i n  had a compe t i t ive  edge. I n  t h e  l a t e  s i x t i e s  
and e a r l y  s e v e n t i e s  t h e r e  were always long  w a i t i n g  - 
l i s t s  f o r  t h e s e  c a r s  worldwide. 

- 

See f i g u r e  4 ,  p. 85. 



Great  B r i t a i n ,  Monopolies Commission, BMC Ltd; and Pressed  
S t e e l  Co. A Report  on t h e  Merger, (London: HMSO, 196'6). 

An e x c e l l e n t  account  of  t h i s  merger i s  g iven  i n  G .  Turner ,  
The Leyland Papers ,  (London: Eyre and Spot t i swoode,  
1969) .  He n o t e s  t h a t  t h e  merger only  occur red  because 
an E n g l i s h  gentleman had g iven  h i s  word! Even though 
n o t h i n g  w a s  s i g n e d ,  Leyland f e l t  i t  could  n o t   back ou t  
when i t  had second thoughts  about ,STI.  

Leyland p u t  i n  l a r g e r  eng ines ,  b e t t e r  f i n i s h  and s o  on, and 
r a i s e d  p r i c e s .  A s a  r e s u l t ,  t h e y  avo ided  d i r e c t  corn_--- 
p e t i t i o n  w i t h  t h e  l a r g e r  mass p r ~ d u c e r s .  

To some e x t e n t  t h e r e f o r e  t h e  aims of  NED0 and t h e  N a t i o n a l  
Plan b a c k f i r e d .  The matching of supply  and demand w a s  
aggrava ted  r a t h e r  t h a n  improved. 

G .  Turner ,  - c i t . ,  p .  101.-  

I b i d  ., p.  r03. 

I b i d . ,  p. 119. 
e 

Economist, 20/1/68. 
- 

These d a t e d  back t o  t h e  o l d  N u f f i e l d  c o l l e c t i o n  o f  f i r m s ,  as 
w e l l  as t h e  d i v e r s i f i c a t i o n s  of  t h e  e a r l y  s i x t i e s .  

Many of  t h e  models, f o r  example, t h e  Mini and 1100 s e r i e s ,  
d a t e d  back t o  t h e  e a r l y  s i x t i e s  expans ion .  So d i d  many 
of  t h e  s p o r t s  c a r  d e s i g n s .  

For  example, B-L had t h r e e  t imes  as many d e a l e r s  as Ford. 

Bus iness  Week, 21/6/69. 

I b i d .  

I b i d .  

This  w a s  t h e  Maxi. BMH had fol lowed a d i s a s t r o u s  d e s i g n  
pe*---d ih-i efff;crf-errt w e  QZ 
a g i v e n  space  w i t h  minimal emphasis on appearance.  
Whi ls t  such a p o l i c y  could  work on a small c a r  l i k e  a 
Mini, on l a r g e r  models t h e  s a c r i f i c e  i n  terms of appear- 
ance was comHerab3e. Sltdces b m d 3 a t e l y h a f h - m -  
f r o n t  end des igned f o r  t h e  Maxi t o  overcome i t s  boxy 
appearance .  

\ 
: 



- 

70. A f t e r  t h e  merger  t h e  p r o s p e c t s  f o r  E T K f s T o n T i b u E i o n  t o  t h e  
new company looked i n c r e a s i n g l y  b l e a k .  Before  t h e  
merger B M C T s  market s h a r e  and s t o c k p r i c e  had been de- 
c l i n i n g  and i t  can  be argued t h a t  I R C  p r e s s u r e  per-  
suaded Leyland t o  pay t o o  h igh  a p r i c e  f o r  BMC. I f  i t  
had wa i t ed  BMC might have been worth much l e s s .  C 

7 1 .  He was removed by t h e  government i n  1974. The e f f e c t s  o f  
t h e  1969 r e s t r a i n t ;  lowered t a r i f f s  i n  1972,. and l a b o u r  
r e l a t i o n s  f r i c t i o n  had been insurmountable .  

72.  HCD, 8/6/64, 884. -- 
A -- - -pL A 

73. I b i d .  
t 

' 7 4 .  I n  f a c t ,  a  l a r g e  c o r p o r a t e  s ta f f  was b u i l t  up and many jobs  
were d u p l i c a t e d .  Th i s  i s  d i s c u s s e d  i n ,  A .  E .  Salmon, 

- - 

" I n s i d e  B r i t i s h - ~ e y  land1', Management Today, 1 1 4 ,  Novem- 
b e r  1975) ,  59-61; 

See r e g i o n a l  p o l i c y ,  c h a p t e r  4 ,, p .  100. 

See t a b l e  11. 

I n  1964 t h e  v i c e - p r e s i d e n t - o f  Chrys le r  ( U . S . )  had s e n t  a  , 

l e t t e r  t o  t h e  B r i t i s h  Chancel lor  i n  which h e  s a i d ,  

IIChrysler under takes  t h a t  -should c i r cums tances  a r i s e  - 

i n  which i t  wished t o  t a k e  s t e p s  t o  a c q u i r e  a m a j o r i t y  
h o l d i n g  of  v o t i n g  s h a r e s  i n  Rootes Motors, n e i t h e r  
C h r y s l e r  n o r  any o f  i t s  s u b s i d i a r i e s  would t a k e  a c t i o n  
e i t h e r  d i r e c t l y  o r  i n d i r e c t l y  t o  t h i s  end wi thou t  con- 
s u l t i n g  w i t h  t h e  B r i t i s h  government nor  o v e r  t h e i r  ob- 
j e c t i o n s .  !' t il 

Economist,  1/8/64, p .  87 ) .  

See ~ o o t e s ,  ~ n n u a l  Repor ts  and Accounts, 1964-75. 
fi 2 
* - 

Great B r i t a i n ,  C e n t r a l  P o l i c y  R e v i e w , S t a f f ,  The F u t u r e  o f  
t h e  B r i t i s h  Car I n d u s t r y ,  (London: HMSO, 1975) ,  p .  64. 

See t a b l e  11. - -- - - - --- - - 

'? 
This  w a s  t h e  1969 Avenger. It was a very  c o n v e n t i o n a l  de- 

s i g n  and i n c o r p o r a t e d  no new v i s i b l e  technology.  



Great  B r i t a i n .  Monopolies Commission, Report  on Equipment 
f o r  t h e  Motor I n d u s t r y ,  CLondon: HMSO, 1963, 

Great  B r i t a i n .  Monopolies Commission, Report  on Wire Har- 
n e s s e s  f o r  t h e  Motor I n d u s t r y ,  (London: HMSO, 1966) .  

For example, t h e y  agreed  t o  pay f o r  l a b o ~ c h a r g e s  on war- 
r a n t y  work. 

F i n a n c i a l  Times, 3/8/61. 

See compe t i t ions  p o l i c y  s e c t i o n ,  c h a p t e r  4 .  
- - - -- 

A l l  t h e  equipment examined, f o r  example, w i r e  l i a r n e s s e s ,  w a s  
o r i g i n a l  equipment on t h e  c a r s  and u s u a l l y  l a s t e d  t h e  
c a r s 1  l i f e t i m e .  8 

The t r a d e  unions opposed complete abandonment o f  piecework. 

R e l i a n t  su rv ived  s u c c e s s f u l l y  by e x p l o i t i n g  a small sub- 
market.  It produced t h r e e  wheel c a r s  and ve ry  small 
economy c a r s  w i t h ' p l a s t i c  bodies .  These c a r s  were 
very s imple  t o  m a i n t a i n  and had low runn ing  c o s t s .  

93.  See r e g i o n a l  p o l i c y ,  c h a p t e r  4 ,  p. 1 0 0 .  

9 4 .  1% f a i l e d  f o r  a number o f  r easons .  F i r s t l y ,  i t s  r e a r  engine  
des ign  was expens ive  and o u t d a t e d .  Secondly,  BMC s o l d  
t h e  Mini a t  a p r i c e  which d i d  n o t  cover  f u l l  c o s t ,  s o  
poor was t h e i r  f i n a n c e  q r g a n i s a t i o n .  T h i r d l y ,  by 1962 - % 

* 
t h e r e  had bee  a  g e n e r a l  m8$ement up marke teway  from 
t h e  very s d 1 c a r s  t o  c a r s  sbch as t h e   or-fina. 

c. * 
95. The c o s t  t o  t h e  government t o  c r e a t e  t h e s e  jobs-was  about  t e n  

m i l l i o n  pounds. 

96.  The Pressed  S t e e l  P l a n t  a t  Linwood was devoted t o  manufactur- 
i n g  Imp bod ies  

97. It i s  n o t  t h e  purpose  o f  t h i s  t h e s i s - t o  a n a l y s e  t h e  success  
o f  r e g i o n a l  p o l i c y .  Never the less ,  i f  Linwood w a s  t o  be 
a  growth c e n t r e ,  i t  would have had g r e a t e r  s u c c e s s  i f  
t h e  government had minimised t h e  r i s k  o f  f a i l u r e  by 
a t t r a c t i n g  o t h e r  i n d u s t r f e s  i* a d d f t i o n  %o the-mol t ;~r  - - 

i n d u s t r y  t o  t h e  r e g i o n .  If so ,  t h e  f a i l u r e  o f  t h e  Imp 
1 

beer, l e s s  ~ ~ t r n i t o ~ s .  4 
98. Labour Gaze t t e ,  May 1961. e 

i 

99. - D i s m i s s a l s  and grade unien rights were- Che main '  r~; lsms km 4 
'2 

s toppage  at Ford between 1959 and 1962. 1962 w a s  
l %  



- 

d i f f e r e n t .  It began i n  January when t h e r e  was a s i z e -  
a b l e  s t r i k e  o v e r  a speed-up i n  t h e  l i n e  a t  t h e  foundry.  
A second major  s t r i k e  occur red  i n  t h e  r e p a i r  ga rage  i n  
August. Management claimed t h a t  because o f  a  q u a l i t y  
d r i v e  and t i g h t e r  i n s p e c t i o n  s t a n d a r d s  t h e r e  would be 
fewer r e p a i r s  and t h e r e f o r e  l e s s  l a b o u r  needed i n  t h e  
r e p a i r  -shop. The s t ewards  argued t h a t  t h i s  would i n c r e a s e  
t h e  work load  i n  t h e  garage .  According t o  a customary 
agreement t h e  ' s t a t u s  quo'  should  have been mainta ined  
pending n e g o t i a t i o n s .  However, t h e  o f f i c i a l  agreement 
gave management t h e  r i g h t  t o  t r a n s f e r  l a b o u r  as i tsdeemed 
f i t ,  and Ford,  f o l l o w i n g  t h e  recommendation o f  t h e  govern--- - - -  
ment i n s p i r e d  j o i n t  t a l k s ,  dec ided  t o  e x e r t  t h a t  r i g h t  
and r e f u s e d  t o  n e g o t i a t e .  It appeared t h a t  o u t s i d e  t h e  
garage  sympathy f o r  t h e  s t r i k e  was l i m i t e d  and when Ford 
t h r e a t e n e d  d i s m i s s a l s  t h e  s t r i k e  broke.  Then i n  October ,  
a t h i r d  major s t r i k e  occur red .  A shop s teward ,  B i l l  
F r a n c i s ,  of  t h e  A . E . U .  c a l l e d  a luncht ime meet ing  wath- 
ou t  t h e  r e q u i r e d  management pe rmiss ion .  Fol lowing t h e  
s t r o n g  s t a n d  l i n e  o f  t h e  p rev ious  y e a r ' s  j o i n t  t a l k s  
Ford decided t o  drgmiss  F r a n c i s .  The d i s m i s s a l  provoked 
c o n s i d e r a b l e  sympathy among t h e  workers because a new 
d i s p u t e s  procedure  had a l r e a d y  been approved which would 
have p reven ted  t h e  need f o r  d i s m i s s a l .  F o r d ' s  a c t i o n  
appeared h igh  handed, p r o t e s t  s toppages  o c c u r r e d ,  and 
b e f o r e  t h e  d a y ' s  end assembly o p e r a t i o n s  had come t o  a - 
s t o p .  

The 1 9 6 3  Court  of I n q u i r y  was s e t  up i n  February because 
of  t h e  t h r e a t  o f ' a n  o f f i c i a l  s toppage .  Fol lowing t h e  
u n o f f i c i a l  s t r i k e  emanating from t h e  F r a n c i s  i n c i d e n t  
Ford had dec ided  n o t  t o  re-employ some of t!he s t r i k e r s .  
Some redundancies  were necessa ry  i n  any c a s e  ana Ford 
decided t o  u s e  t h e  u n o f f i c i a l  s toppage  t o  g e t  r i d  o f  
t roublemakers .  The union  saw t h i s  as a  v i t a l  q u e s t i o n  % 

of v i c t i m i z a t i o n ,  a m a t t e r  of  p r i n c i p l e ,  and dec ided  
upon o f f i c i a l  a c t i o n .  

The conc lus ion  o f  P r o f e s s o r  J a c k f  s committee w a s  t h a t  
' t h e  company could  d-rge l abour  b u t  t h a t  i t  had t o  
be ' f a i r t .  It sugges ted  t h a t  t h o s e  made redundant  

T should  have t h e i r  c a s e s  re-examined. I m p l i c i t l y ,  i t  
c r i t  i c3sed t h e  s t r o n g  s t  and a p p r o a c k ,  g i v e r t h a t  - F o e  - - 

had overlooked s i m i l a r  breaches  o f  t h e  r u l e s  f o r  some 
time. In khs-nccs PoL du I s-Am , L l l  

e x c e s s i v e .  

100. Labour Gaze t t e ,  February ,  1966. 



1 0 1 .  -1n 1966 a ' ~ o t o r  I n d u s t r y  J o i n t  Labour C o u n c i l  c h a i r e d  by M r .  
J a c k  Scamp Y" e s t i g a t e d  a number o f  l a b o u r  d i s p u t e s .  
H i s  r e p o r t  blamed t h e  piecework s t r u c t u r e  and t h e  re- 
l i a n c e  of h e  i n d u s t r y  on shop s t e w a r d s  t o  estimate t h e  
v a s t  number o f  c a l c u l a t i o n s  n e c e s s a r y .  The r e p o r t s  
found t h e  t r a d e  un ions  t o  be t o t a l l y  i ncompe ten t .  The 
Counc i l  n o t e d  t h e  r emarkab le  day a t  Mor r i s  when most o f  
t h e  worke r s  walked o u t  i n  p r o t e s t  o f  t h e  f r e q u e n t  s t o p -  
pages  caus'ed by s t r i k e s  by t h e  i n t e r n a l  workers .  
(%conomist ,  28/5/66; 6/8/66; 24/12/66).  

102.  New Sta tesman,  3/9/45, p. 368. 

103:The e x t e n t  t o  which shop  s t e w a r d s  a t t r a c t e d  t h e  l o y a l t y a o f  
workers  a t  t h e  s h o p f l o o r  l e v e l  was r e f l e c t e d  i n  an  e v e n t  
a t  Rootes  i n  December 1964. The p l a n t  a f f e c t e d  was t h e  
Linwood p l a n t  i n  S c o t l a n d ;  a p a r t  o f  t h e  e a r I y  s i x t i e s  

\ expans ion  a l r e a d y  c r i t i c i s e d  as unneces sa ry  i n  t h i s  
s t u d y .  A t  Linwood, t h e  end  o f  t h e  1964 boom meant 
s h o r t  t i m e ,  s i n c e  i t  had a t  no t i m e  o p e r a t e d  even c l o s e  
t o  c a p a c i t y .  By December, a l l  worke r s  had been on a 
f o u r  day week f o r  f i v e  months and  t h e  management de- 
c i d e d  t h a t  r e d u n d a n c i e s  were n e c e s s a r y .  A t  t h i s  p o i n t  
t h y  shop  s t e w a r d s  came up w i t h  a n  i n g e n i o u s  scheme 
which was a d o p t e d  by t h e  management. The scheme a l lowed  
t w o - t h i r d s  of t h e  work fo rce  t o  go back  t o  a f i v e  day 
week b u t  n e c e s s i t a t e d  t h a t  t h e  o t h e r  t h i r d  b e  l a i d  o f f  
f o r  one week i n  e v e r y  f i v e .  During t h a t  f i f t h  week 
f i n a n c i a l  l o s s  would be  m i t i g a t e d  by government unem- 
ployment b e n e f i t s .  Apar t  from r e v e a l i n g  a p o s s i b l e  

\ - 
management t a l e n t  among t h e  shop s t e w a r d s  i t  a l s o  r e -  
v e a l e d  a v e r y  g r e a t  t r u s t ,  among t h e  o n e - t h i r d  p r e p a r e d  

\ t o  f a c e  t h e  r e g u l a r  l a y - o f f s ,  o f  t h e i r  shop  s t ewards .  -.P (New S ta t e sman ,  4/12/64, p .  873 . )  

104.  - N e w  S t a t e sman ,  3/9/65, p .  368. 

105.  Economist ,  28/5/66, p. 257. 

106.  Economist ,  24/12/66, . p .  1343: 
I * 

1 0 7  Labour G a z e t t e ,  S e p t e m b e r  1968. - 

I 108. EvidenLly,  hy 9-68! l a b o u r  tha-tso- 
l e a d e r s  o f  t h e  ma jo r  u n i o n s ,  Les Cannon o f  t h e  AEU, 
C l i v e  J e n k i n s  o f  ASTU and J a c k  J o n e s  o f  t h e  TGWU, 
sympa th i sed  w i t h  t h e  i d e a  o f  American s t y l e  f i x e d  
t e rm l a b o u r  c o n t r a c t s .  (Economist-, 28/91&-u73.J - 

P. 
aP 

l o g .  Economist ,  28/9/63, p. 71. P . = =  -- 
P* 
9.j' 



110: Great B r i t a i n .  P a r l i a m e n t .  I n  P l a c e  o f  strife, Command 3888, 
1969.  

111. I b i d . ,  S e c t i o n  1 6 ,  p .  9 .  

1 1 2 .  The t r a d e  un ions  i n  B r i t a i n  a r e  t h e  l a r g e s t  c o n t r i b u t o r s  of  
p a r t y  f u n d s .  The t r a d e  un ions  a l s o  have  t h e  power t o  
nomina te  Labour c a n d i d a t e s  f o r  members o f  p a r l i a m e n t .  . 

113. The s t r i k e  began i n  February  when t h e  shop  s t e w a r d s f  conveners  
from a l l  twen ty - th ree  Ford  p l a n t s  v o t e d 3 0  r e J e c t  -anL 
o f f i c i a l l y  a g r e e d  pay package d e a l .  A t  -Halewood t h e r e  
w a s  a s t r i k e  v o t e  i n  s u p p o r t  of  t h e  convenersf  p o s i t i o n ,  
a l t h o u g h  Ford  management made i t  c l e a r  t h a t  t h e y  were 
de t e rmined  n o t  t o  improve t h e i r  o f f e r .  The management 
r e f u s e d  t o  d i s c u s s  t h i n g s  w i t h  t h e  Halewood s tewards '  . 
because  t h e i r  a c t i o n s  h ere u n o f f i c i a l  and t h e r e f o r e  o u t -  
s i d e  p r o p e r  p rocedure .  

By March, twenty-seven thousand  were  on s t r i k e  and t h e  
c o s t  t o  Ford  was a round  two m i l l i o n  pounds each  day,  
and t o  t h e  c o u n t r y  one m i l l i o n  pounds d a i l y  on t h e  b a l -  
ance  o f  payments.  A t  i s s u e  was a p a r t  o f  t h e  pay pack- 
age  which invoked  what were s t u p i d l y  c a l l e d  ' p e n a l t i e s f .  
Ford  a g r e e d  t o  a s u b s t a n t i a l  pay i n c r e a s e  and  wage guar -  
a n t e e  i f  p a r t  o f  t h e  pay i n c r e a s e  came i n  t h e  form of 
a n  accumula t ing  bonus i n  r e t u r n  f o r  f reedom from un- 
o f f i c j a l  s t r i k e s .  If  a n ' u n o f f i c i a l  s t r i k e  t o o k  p l a c e  
t h e r e  were money p e n a l t i e s  t o  be  p a i d  o u t  o f  t h e  bonus. '  
It was t h i s  i n c e n t i v e  t o  i n c r e a s e d  p r o d u c t i v i t y  which 
j u s t i f i e d  t h e  wage i n c r e a s e ,  b u t  which annoyed t h e  
un ions .  (The Times, 20/2/69; 6 /3/69.)  

1 1 4 .  Fo r  .a  f u l l e r  d i s c u s s i o n  o f  t h e  background t o  - t h i s  s t r i k e  see. ,  
P .  -Dunnett ,  "Ana lys i s  <-or S t r i k e ,  " (unpub l i shed  . 
masters p a p e r ,  Simon F r a s e r  U n i v e r s i t y ,  1 9 7 2 ) .  

C 

115. Economist ,  15/3/69. p .  25. 

116 .  Economist ,  22/3/69, p .  26. 
1 

117.  Speaking  o f  1969,  one company chairman s a i d ,  "I can  count  on . ' 
t h e  fingers af ane h;lnde numb- of  days  during t h e  
past t w e l v e  months t h a t  o u r  f a c t o r i e s . h a v e  n o t  l a c k e d  I 

s u p p l i e s  o f  a t  least  one ' .pa r t  o f  a c a r . "  ( ~ c o n o m i s t ,  
"Survey o f  t h e  Motor I n d u s t r y " ,  Oc tobe r  17,- 1970 . )  

- - 

118.  The c l e a r e s t  i n d i c a t o r  o f  t h i s  w a e i n  the consumer r e p o r t s  
o f  Which magazine d u r i n g  t h e  s i x t i e s .  F o r  examples,  - 
see f o o t n o t e  50. 

i 
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- -  - 

119. Resources were wasted as p l a n t s .  work= slow o r  were -sTut 
down, and as p r o d u c t i o n  waq d i s o r g a n i s e d .  

120. For  example, d u r i n g  t h e  1965 Ford s t r i k e ,  i t -  was es t ima ted  
t h a t  one m i l l i o n  pounds of e x p o r t s  p e r  day awere l o s t .  

i 
/ 

1 2 1 .  For example, E .  J. Mishan argued t h a t ,  " t h e  i n v e n t i o n  of t h e  
p r i v a t e  automobile  i s  one o f  t h e  g r e a t  d i s a s t e r s  t o  have 
b e f a l l e n  t h e  human r a c e , "  and t h a t  t h e  e x t e r n a l i t i e s  
invo lved  i n  i t s  use  outweighed t h e  b e n e f i t s .  The Costs  
o f  Economic Growth, (New York: P r a e g e r ,  1967) .  

- 

1 2 2 .  S i r  G .  Crowther quoted  i n  W .  Plowden, The Motor Car and P o l i -  
t i c s  (London: The Bodley Head, 1971) ,  p .  354. 
-9 

123. These were c a r r i e d  ou t  f o r  t h e  government by t h e  Road Research 
Labora tory  and by S i r  Harold Roxbee Cox. 

1 2 4 .  HCD, 10/2/64, 514. 

125. C.,Buchanan, T r a f f i c  i n  Towns, (London: HMSO, 1963) ,  p. 10. 

126. The p l a n  f o r  such  a highway framework had f i r s t  been drawn 
up b e f o r e  World War 11. P. J. Bagwell, The Transpor t  
Revolu t ion ,  (London: Ba t s fo rd ,  19741, p. 174. 

127 .  Small  c a r s  d e f i n e d  as c a r s  w i t h  eng ines  uhder one thousand 
cub ic  c a p a c i t y .  7 

128. I n  p a ~ t i c u l a r ,  t h e  work of  R a  Nader and t h e  Uni ted  S t a t e s  
S e n a t e ' s  R i b i c o f f  Cornmitt;ee, i n  t h e  e a r l y  s i x t i e s  pro- 
voked United S t a t e s  a c t i o n  on t h e s e  m a t t e r s .  

129. For  example, f i f t y - f i v e  thousand pounds was awarded t o  t h e  
. H .  Ferguson Research Company t o  i n s t a l l  f o u r  wheel d r l v e  

a n t i - l o c k  brake  dev ices  on a sample of  p o l i c e  c a r s  I n  
1968. I n  t h e  same y e a r ,  t h e  M i n i s t r y  o f  ~ e c h n o l o g y  
awarded Joseph Lucas Ltd.  one hundred and e i g h t y  thousand 
pounds t o  produce a r e c h a r g e a b l e  - z i n c - a i r  b a t t e r y  T o r  
e l e c t r i c  c a r s .  . 

130. Economist, 3/3/62, p.  820. 
1 

- --- - - - -  - -- 

- - 

131. I n  t h e  United S t a t e s ,  by t h e  s i x t i e s ,  most automobile demand : 
/ was reqlacement  d e r n a n d L  { I 

132. The Times, 7/3L66. 2 
I 1 

- 133. Speed l i m i t s  may have affected motor industry inyestrnezzt. - - 

BMH was c r i t i c i s e d  f o r  inadequa te  inves tment  i n  t h e  pro- 
d u c t i o n  of expens ive  luxury  c a r s ,  sugh as Jaguar .  



P o s s i b l y  
and  

t h i s  e x p l a i n s ,  i n  p a r t ,  why s a l e s  o f  €he  GeEi5np I3MW 
Mercedes-Benz and BMW c a r s  i n c r e a s e d  much fas te r  

t h a n  t h o s e  of  t b e  B r i t i s h  Rover and  J a g u a r  c a r s .  
i 

However, i n  Germany, where t h e r e  were no s p e e d  
comes were  h i g h e r .  /@onsequent ly ,  Germany 

l i m i t s ,  in- 
had  a b e t t e r  

home marke t  upon which t o  b a s e  t h e  e x p o r t  c a r s .  



CHAPTER 6 - FOOTNOTES . 

1. See c h a p t e r  f i v e ,  r e g u l a t o r y  p o l i c y  s e c t i o n ,  p. 116. 

2 .  T h i s  government was e l e c t e d  i n  May 1970. 

L i v i n g s t  one,  The B r i t i s h  Economy i n  Theory. and P r a c t i c e ,  

(London: MacMillan, 1974) ,  p.  175. 
% 

- - -- -a - - - - - 
The second round of  c u t s  was necessa ry  becauGe t h e  f i rs t  

had had l e s s  e f f e c t  on investment  and unemployment than  

a n t i c i p a t e d .  No doubt t h e  poor r e s p o n s e  o f  investment  

t o  t h e  c u t s  w a s  p a r t l y  a t t r i b u t a b l e  t o  poor  b u s i n e s s  

conf idence .  I 

The Labour government was r e - e l e c t e d  i n  A p r i l  1974. 

U n t i l  t h e  s e v e n t i e s ,  consumer l o y a l t y  t o  B r i t i s h  makes, and 

t a r i f f s  h a d m e a n t  t h a t  if., i n  t h e  s h o r t  run ,  excess-  

demand was c r e a t e d ,  w a i t i n g  ' l i s t s  f o p  B r i t i s h  c a r s  de: 

ve loped.  A f t e r  1970, excess-demand s p i l l e d  o v e r  i n t o  

import  demand. 

7.  Impor ts  had become more compe t i t ive  f o r  two r e a s o n s .  F i r s t l y ,  
B 

as mot-orways were completed i n  B r i t a i n ,  f o r e i g n  makes' 

became more s u i t a b l e  f o r e B r i t i s h  c o n d i t i o n s .  Secondly,  

s i n c e  1965,  many .European producers  had exper ienced  

9. Economist, February 17 ,  1973, p .  80. [It w a s  sug$ested t h a t  

market.  1 



- - - - - -- 

Before 1971 t h e r e  was Considerable  l o y a l t y  t o  t h e  domest ic  

p roduc t .  Many new c a r  buyers  were r e p e a t  buyers .  Hav- - 

i n g  bought B r i t i s h  b e f o r e ,  t h e r e  was a tendency t o  buy 

~ r i t i s h  aga in .  I n  a d d i t i o n ,  b e f o r e  1971 p a r t s  and s e r -  

v i c e  f a c i l i t i e s  were s u p e r i o r  f o r  B r i t i s h  p r o d u c t s ,  and 

r e s a l e  v a l u e s  h i g h e r .  Events  o f  1971 broke t h e  h a b i t  * 
- - % 

--- - 

of buying B r i t i s h ,  broke t h e  l o y a l t y  t o  B r i t i s h  p roduc t s  

and made Imporgs a c c e p t a b l e .  

The T i m e s ,  31/1/74. 
- 

F i n a n c i a l  Times, 20/2/74. B-L l o s t  twelve p e r  c e n t  of  pro- 

" d u c t i o n  worth t h r e e  m i l l i o n  pounds p e r  day. 

See t h i s  c h a p t e r ,  e x p o r t  and import  p o l i c y ,  p .  175-  

Between January  1973 and January  1975', Ford claimed c o s t s  i n  

B r i t a i n  r o s e  by s i x t y - s i x  p e r  c e n t .  . 9 

Economist, J anuary  31, 1974, p.  58. 

Voluntary c o n t r o l s  had been o rgan i sed  by t h e  Confedera t ion  of  

B r i t i s h  I n d u s t r y .  

Economist, "Survey o f  t h e  Motor Indus t ry" ,  Octobqr 1 7 ,  1970. 

By t h i s  t ime,  t h e  c o s t  o f  developing  a new model eaceeded 

twenty m i l l i o n  pounds. For  example, t h e  Ford F i e s t a ,  

i n t r o d u c e d  i n  Europe i n  1976 c o s t  f i v e  hundred m i l l i o n  
- - - - - - - - - -  - - - - - - --- 

d o l l a r s  t o  develop .  f 

For  a d i s c u s s i o n  of  t h i s  s e e ,   rea at B r i t a i n ,  C e n t r a l  P o l i c y  

Review S t a f f ,  The F u t u r e  o f  t h e  B r i t i s h  Motor I n d u s t r y ,  



A full discussion of international competitiveness" is to be 

found in Great Britain, Central Policy Review Staff, 
.;' 

The Future of the British Car Industry,  o on don: HMSO, 

Great Britain, N.E..D.O., Industrial Review to 1977, Motors, 
, 

For .example, Britain exported about one third of production 

indthe early seventies,'France and Germany one half. 

See rigures 4 and 6~ 

See tableg. f-. 
See chapter four, regional policy, p. 1 0 k  

* C 
In addition to rapid Japanese growth in motor vehicle produc- 

8 ., 
tion, countries such as Spain, Korea, Mexico, ~razil,. 

L 

Iran and the Eastern European countries planned-expan- 
. I 

sion of their motor industries in the seventies. 
J" 

The declfne of B-L'cannot be attributed only to government 
' 8  

policy and hostile trade unions.  here were also manage- 
U - 

meyt weaknesses.',An excellent discussion of these is 

to tee found in E. A. Salmon, "Inside British- Leyland," 

Management Today, 114, (November * 1962, pp. 59-61. . 
Exports accounted for thirty-three per cent of production+, - -  - - -- - - -- -- - - - -- - -- 

imports accounted for thirty per cent of home registra- 

tions. 

British roads and tariffs had kept out iempopts. In addition, 
- - 

the British product had been 



I ~~e r e g u l a t o r y  p l i c y ,  t h i s  c h a p t e r ,  p. 170. 

Economist, November 2 ,  1973, p.  93. 

The Times, October  1, 1975. 

B r i t a i n ' s  c a s e  f o r  p r o t e c t i o n  from t h e  Japanese  r 

F i r s t l y ,  B r i t a i n ' s  o v e r a l l  ba lance  of  t r a d e  w i t h  Japan 
5 

s e l l  i n  Japan were poor .  n 1974, ~ i s s a n ^ ~ e r r e d  B-L /=' 
space  i n  i t s  s h i p s  and t h e  use  o f  i t s  d e a l e r s  i n  Japan 

- - J - --- - - - -  - - 

f o r  a f t e r  s a l e s  s e r v  c e  on B-L c a r s .  B-L could  n o t  pro- 

duce enough c a r s  to/ jurs t i fy  t h e  arrangement n  a d d i t i o n ,  

t h e  a g e n t  i n  J a p a n F f o r  B-L c a r s ,  Manibeni, was s a i d  t o  

buy up B-L c a r s  i n  X a l i f o r n i a  and ,Hang Kongrfor  r e s h i p -  

ment t o  meet Japanese  demand. Whi ls t  i t  w a s  c la imed the  
.- , 

-- - 

Japanese  used p o l l u t i o n  c o n t r o l  r e q u i r e m e n t s - t o  c i ~ c h -  

- vent  GATT agreements  and h i n d e r  impor t s ,  Volkswagen S\ 
managed t o  any more c a r s  t o  Japan t h a n  B-L. 

i p *  
f,' . ' 

? 

SMMT, The Motor industry of  Great  B r i t a i n ,  1975. 

Economist, ~ a n u a r y  31, 1975; p. 75. 
l;i- 

fwd 

SMMT, The Motor Ind t i s t ry  o f  Great  B r i t a i n ,  1971. - 
n . . ' . o n o m i s t ,  August i0,' 1970, p. 45. 

+ - - e 
38, SMMT, The Mator I~dust;x-& of ~~@&-~ri&zzb-1976-- 

%-T e 

.m$a-. - - 
B r i t a i n ' s  exports m n t l n u e d  a t . a b  t h b t y  p e r  c a t  o f  p r o  - 

duc t ion .  Comparisons o f  t h e  m u l t i n a t i o h a l s  showed how 

. - I  ~ r i t  ain had &UDL ~ r i l % ~ + ~ h r -  ~ ) e x p o r t e k  - 4+ - 

f i v e  . thousand c a r s  t o  Europe, Chrys le r   rake) expor ted  
, 

\ 



- - - - 

two hundred t h o u ~ a n d . ~  Ford (UK) and Vauxhal l  expor ted  

about  f i v e  p e r  c e n t  of Ford (Germany) and Opel e x p o r t s  

t o  E u r o p e .  Worse s t i l l ,  Opel expor ted  s i x  t imes  as many 

c a r s  t o  EFTA, as Vabxhal l  d i d .  A t  @ p e l ,  p r o d u c t i v i t y  

had r i s e n  twenty- f ive  p e r  c e n t  s i n c e  1965, a t  Vauxhal l  

- no improvement had occur red .  Value added p e r  worker a t  
- - - --- - - - - A A -- -- - - - - 

Ford and G M 1 s  German p l a n t s  was approximate ly  double t h e  

B r i t i s h  p l a n t s .  

Economist, February  2 ,  197-3,-p: a. 7-- - 
2 

'See l a b o u r  r e l a t i o n s  s e c t i o n ,  t h i s  c h a p t e r ,  p .  188,  
/ 

The government p l a y e d  a major r o l e  i n  C h r y s l e r l s  change of ' 

p l a n s  f b r  C h r y s l e r  ( U K ) ,  s e e  mergers  s e c t i o n ,  t h i s  chap- * 

t e r ,  p .  180.  i 
T h i s  went a g a i n s t  Ge I/'-- e r a 1  ~otc&%4raditional p o l i c y  o f  en- 

couraging  each &oup i n  t h e  company t o  a c t  autonomously. 
3 

I n  1975 t h e  cheapes t  c a r  a v a i l a b l e  i n  B r i t a i n  was t h e  French 

Reriault R 4 .  

I n  1975, i n  t h e  United S t a t e s ,  t h e  Marina w a s  one of  s e v e r a l  

models which t h e  United S t a t e s  manufac tu re r s  claimed 

w a s  b e i n g  dumped, 
1 

Great  B r i t a i n ,  C e n t r a l  P o l i c y  Review S t a f f ,  The F u t u r e  o f  
- - - -  - - - - - - - - -- - - - --- - - - - - - . - - 

t h e  B r i t i s h  C a r  I n d u s t r y ,  (London, HMSO, 1975) ,' p. 106. 

I b i d . ,  p. 107. 

By 1975, B-L shad withdrawn i t s  Marina s a l o o n  from many expor t  
- -  - - - - -- -- -- - -- 

markets  i n c l u d i n g  t h e  Uni ted  S t a t e s ,  i n  t h e  f a c e  of 

Japanese  competit i .on.  \ 



Previous  c h a p t e r s  have shown t h a t  a v a r i e t y  o f  government 

p o l i c i e s  p layed  a r o l e  i n  t h e  d e c l i n e  o f  B r i t i s h  com- 
rD 

p e t i t i v e n e s s .  

For a d i s c u s s i o n  of t h e  e f f e c t s  of  t h i s ,  s e e  c h a p t e r  2 ,  

economies o f  s c a l e  s e c t i o n ,  p. 199 

Low p r o d u c t i v i t y  at B-L was p a r t l y  t h e  r e s u l t  o f  low i n v e s t -  
- -- - - - - -- -- - 

r 

ment. I r o n i c a l l y ,  low inves tment  a l s q , e x p l a i n e d  B-L1s 

h igh  p r o f i t  r a n k i n g  i n  1972 and 1973. B ~ L ' S  o u t s t a n d i n g  

debt  was lower t h a n .  W, Renaul t  er- Ffa%Is, se tha% 2%- 

tended t o  have a  lower break  even p o i n t .  

-3 
The govkrnrnent guaran teed  B-L1s o v e r d r a f t  up t o  f i f t y  m i l l i o n  

pounds. 

According t o  t h e  F i n a n c i a l  Times Share  P r i c e  Index,  t h e  aver-  

age p r i c e  o f  a  B-L s h a r e  between October  197-4 and ApriL - 

1975 was about  seven pence.  The m a j o r i t y  o f  s h a r e h o l d e r s  

accep ted  t h e  government 's  o f f e r .  

Economist, October 11, 1975, p. 79. 

I n  1952, BMC had been t h e  w o r l d l s  f o u r t h  l a r g e s t  producer  

of motor v e h i c l e s .  I n  1975, it w a s  t h e  t w e l f t h  l a r g e s t .  

It had been out ranked by such  companies as VW, Renaul t ,  

F i a t ,  . Toyota and Nissan.  ' 
, 

- - -  - - - - - -- - - --- - - - -  J 
Grea t  B r i t a i n .  Pa r l i ament  Commons). Four teent f i  Report  of 5 3 

i 
i 

-- 

t h e  Expendi ture  Committee, 1974-75, The Motor Veh ic le  
i 
S 

I n d b t r y ,  p ,  196, 1 
bi 

~ i v e n  B r i t a i n 1  s - r e l a t i v e  d e c l i n e -  s i n c e  19-, -it-ieemedall 

- - - - 



t o o  l i k e l y  t h a t  massive, inves tment  would s imply keep 
v 

B r i t a i n  one s t e p  behind t h e  Japanese  and Europeans i n  

t h e  h i g h l y  compe t i t ive  mass produced c a r  market .  

Economist, December 20 ,  1975, p. 75.1 

The B r i t i s h  government had been ins(rwnenta1 '  i n  pe r suad ing  
-- 

I r a n  t o  aZ2ow C h r y s l e r  (UK) t o  assemble c a r s  t h e r e .  
I 

This  j u s t i f i c a t i o n  was g i v e n  t o  t h e w r i t e r  i n  p r i v a t e  t a l k s  

w i t h  a f o r e i g n  correspondent  o i  t h e  Middle E a s t  f o r  t h e  - - -  - 

" 
London Times. 

Between 1964 and 1975 Ford had earned p r o f i t s  of  over  two 

hundred m i l l i o n  pounds i n  B r i t a i n .  Over t h e  same pe r iod ,  

C h r y s l e r  had l o s t  ove r  f i f t y  m i l l i o n  pounds. ~ r o n i c a l l y ,  

t h e  government had claimed t h a t  i t  i n t e r d e d  t o  back 
-1_1 

winners .  

By t h e  s e v e n t i e s ,  Vauxhal l  needed f i n a n c i a l  suppor t  from t h e  

p a r e n t  company. G M ' s  f r u s t r a t i o n  wi th  Vauxhal l  was 

echoed by a s t a t ement  by G M T s  European Genera l  Manager 

who t o l & t h e  company, "The oxygen i s  g o i n g  o u t  a t  such 

a r a t e  you d o n ' t  know how c l o s e  t o  d e a t h  you r e a l l y  are." 

Economist, February 23, 1974, p .  94.  

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

The Times, 18/12/75. - d 
Whilst  l a r g e  inves tment  i n  B-L w i l l  l i k e l y  improve effi- 

ciency i n  t h e  motor i n d u s t r s *  L t i s - l ~ n d n u b I t e d l y ~ a ~ ~ i s k y ~  

inves tment .  By t h e  mid-sevent ies  t h e r e  was worldwide 



exc e s s  

-255- 

a c i ' t y  i n  t h e  m o t o r  i n d u s t r y .  I n  a d d i t i o n ,  

l a r g e  expans ions  i n  Japan and t h i r d  world c o u n t r i e s  

such a s  Korea and B r a z i l  were underway. Ryderl  s b e l i e f  

t h a t  B r i t a i n  could  r e g a i n  l o s t  market s h a r e s  i n t e r n a t i o n -  

a l l y  i n  t h e  f a c e  o f  such compe t i t ion  i s  ques t ior lab le .  

Whi 1st; the i n u e s t m e n t  Ll improve- p r o g ~ e s s  i&&I:sk----.- 

i n d u s t r y ,  i t  i s  d o u b t f u l  whether t h e r e  w i l l  be s u f f i -  

c i e n t  p r o g r e s s .  Long term employment depends upon 
- - - - 

B r i t a i n  b e i n g  i n t e r n a t i o n a l l y  c o m p e t i t i v e .  Trade union 

coopera t ion  t o  t h i s  end i s  u n l i k e l y ,  g i v e n  t h e  h i s t o r y  

o f  t h e  motor i n d u s t r y .  

66. The d e c i s i o n  t o  save  Chrys le r ,  which made B-L's t a s k  of  be- 

coming i n t e r n a t i o n a l l y  compe t i t ive  more d i f f i c u l t ,  was 

made on t h e  grounds o f  its e f f e c t  on employment. The - 

government claimed t h a t  f i n a n c i a l  a i d  t o  C h r y s l e r  would 

spve 25,000 jobs  a t  Chrys le r  and a f u r t h e r . 2 5  0 jobs  
: 98/ 

i n  r e l a t e d  i n d u s t r i e s .  The c la im w a s  made o d t h e  assump 

t i o n  t h a t  no new j o b s  would b e c o m e a v a i l a b l e  f o r  t h e  r e  

l e a s e d  l a b o u r ,  and t h a t  a l l  i n d i r e c t l y  dependent jobs  

would be l o s t  as w e l l .  This  was d e s p i t e  t h e  f a c t  t h a t  

l e s s  t h a n  one t h o u s a n d - C g y s l e r  workers  l i v e d  a t  Linwood. 
- - 

The m a j o r i t y  commuted from P a i s l e y  and Johns tone  where 
- - 

t h e  unemployment r a t e  o f  f i v e  p e r  c e n t  was less t h a n  

t h e  n a t i o n a l  average ,  and t h e  Midlands rate. Even so ,  
- -- - -  

s u p p o r t  f o r  C h r y s l e r  could  n o t  s a v e  jobs o v e r a l l .  If 
FJ 



~ r i t a i n  w a s  t o  become i n t e r n a t i o n a l l y  c o m p e t i t i v e ,  the0 

l a b o u r  f o r c e  i n  t h e  motor i n d u s t r y  had t o  d e c l i n e .  

\ M a i n t a i n i n g , C h r y s l e r  simply put  more p r e s s u r e  on an 

a l r e a d y  h a r d  p r e s s e d  B-L. Labour r e s o u r c e s  had t o  be 

squeezed o u t  o f  t h e  motor i n d u s t r y  i n  t h e  long run ;  

T k i s  would o c c t t ~  ei - ther  as uncompet i t ive  f i m  e3osed------ 

t h e i r  doors ,  o r  as i n c r e a s i n g l y  e f f i c i e n t  f i r m s  r a i s e d  

p r o d u c t i v i t y  t o  i n t e r n a t i o n a l  l e v e l s .  
- 

If B-L had been a l lowed t o  d e c l i n e  t h e  import  s h a r e  of  t h e  

B r i t i s h  market would have i n c r e a s e d  c o n s i d e r a b l y .  How- 
.,.' 

e v e r ,  t h e  e f f e c t  on B r i t a i n ' s  ba lance  of  payments would 

have been s o  g r e a t  t h a t  B r i t a i n  would have had t o  e s t a b -  

l i s h  some s o r t  of t a r i f f  r e b a t e  system similar.  t o  t h e  

~ a n a d i a n l ~ n i t e d  S t a t e  a u t o  p a c t .  B r i t a i n ' s  components 2 
i n d u s t r y  h a s  proved t o  be i n t e r n a t i o n a l l y  compe t i t ive .  

There fo re ,  i f  B-L had d e c l i n e d ,  i t  i s  p o s s i b l e  t h a t  t h e  

components i n d u s t r y  would have grown. The d e c i s i o n  t o  - 
s a v e  C h r y s l e r  saved impor t s  i n  t h e  s h o r t  pun. However, 

i n  t h e  long  run ,  i t  weakened B - L t s  home b a s e  g n d  t h e r e -  
- - - 

e 

f o r e  B-L1 s exPC& : s t r e n g t h .  
d 

The e f f e c t  on t h e  ba lance  of -payments-has t o  Lake _acc_ounL~f  - 

7 
t h e  o p p o r t u n i t y  c o s t  o f  t h e  inves tment  i n  B-L. It i s  

p o s s i b l e  t h a t  t h e  f a n d s  a l l o c a t e d  t o  B-L cou ld  have 

made an e q u a l  c o n t r i b u t i o n -  t o  t h e  b a l a n c e  o f  --- payments- 

i n v e s t e d  i n  o t h e r  i n d u s t r i e s ,  f o r  example, t e x t i l e s ,  

chemicals ,  armaments o r  commercial v e h i c l e s .  

T 
- - L 



P 

69.  When Henry Ford i n t r o d u c e d  t h e  F o r t  P i n t o  i n  t h e  Uni ted  S t a t e s  

i n  1970, he 'remarked, "The Japanese  a r e  going  t o  be 

tougher  compe t i t ion  t h a n  VW i n  t h e  f u t u r e . "  Source:  - 
, 

Economist, "Survey of- t h e  Motor I n d u s t r y " ,  October 1 7 ,  

- - - - -- 
70. Economist, May 22,  '1971, p. 7 9 .  

71. I n s t e a d ,  agency shops webe proposed. These were e q u i v a l e n t  
4 

t o A a  union shop ex'cept t h a t  c o n s c i e n t i o u s  o b j e c t o r s  t o  

a union cou ld  g i v e  funds ,  equa l  t o  t h e  uniofi dues,  t o  
P 

a c h a r i t y .  
. 

72. The Times, 13/5/71. 

73. Economist, October  2 ,  1973, p. 73. 
4 

74. C e r t a i n  sec@ons of t h e  b i l l  f avourab le  t o  t h e  t r a d e  unions 
- - 

were r e t a i n e d ,  f o r  example, s e c t i o n s  d e a l i n g  wi th  u n f a i r  

d i s m i s s a l s  and.t#he p i c k e t i n g  o f  i n d i v i d u a l s 1  homes. 

The p r e v i o u s  c l a i m  had been s e t t l e d  seven months e a r l i e r .  

The Labour p a r t y  was e l e c t e d  wi th  a  very  small m a j o r i t y  i n  

May 1974 and c a l l e d  a n o t h e r  e l e c t i o n  f o r ' l a t e r  i n  t h e  

y e a r .  , 

P o l i t i c a l  P a r t y   roadc cast, B r i t i s h  Broadcas t ing  Corpora t ion ,  

See c h a p t e r . f i v e ,  l a b o u r  r e l a t i o n s  p o l i c y  s e c t i o n .  p. 151. 

It has been noted befoge that publ ished profYks -areuierueclL -- - 

rf - 

w i t h  some s c e p t i c i s m F i n  t h i s  thesis, For  example, i n  



t h e  s e v e n t i e s ,  it, was rumoured t h a t  B-L- i n a d  yuate . r 

d l e p r e c i a t i o n  i n  o r d e r  t o  b o l s t e r  p r o f i t s .  Ford i s  9- 
7 

l i e v e d  t o  have been t h e  only  p r o f i t a b l e  company l e h  i n  

B r i t a i n  i n  t h e  s e n s e  tha t  i t  was a b l e  t o  f i n a n c e  i n v e s t -  

ment a t  internationally compet i t ive  l e v e l s  from c u r r e n t  . 

- e a r n i n g s .  - - -  A - A - 
1 

e 

81. No f u r t h e r  b e n e f i t s ,  when worked out  on t h e  b a s i s  of t h e  d i s -  

counted v a l u e  o f  any. f u r t h e r  i n c r e a s e s  i n  t h e  s e t t l e m e n t  

t h a t  pro longed ho ld  o u t s  would b r i n g .  
r 

82. The Times, 24/2/71. 

83. Economist, "Survey o f  t h e  Motor I n d u s t r y , . O c t o b e r  - 17,  1970. 
" - 

84.   bid. 

85. Ekonomist, September 1 2 ,  1970, Q. 77.  

86. The i n s e c u r i t y  o w h e  workers about s t r i k e s  was r e f l e c t e d  i n  
% 

t h e . d e s i r e  t o  o b t a i n  f i n a n c i a l  s u p p o r t  d u r i n g  a  s t r i k e  

over  and above s t a t e  a i d .  A l a i d - o f f  worker r e c e i v e d  

over  f i f t y  p e r  c e n t  o f  h i s  pay a f t e r  t h r e e  we,eks &om 

t h e  s t a t e .  If working c o n d i t i o n s  had been more s t a b l e ,  

* i t  seems reaso?%ble t o  b e l i e v e  t h e  unions  would have 

p ressed  f o r  d i f f e r e n t  b e n e f i t s .  

87. Men. on unofficial s t r i k e  r e c e i v e d  no s t r ike_pay_f rom- the  union. 

88. The development o f  e v e n t s  d u r i n g  t h e  Ryton s t r i k e  r e v e a l e d  

t h e  poor s t a t e  o f ' B r i t i s h  l abour  r e l a t i o n s .  C h r y s l e r  . , a  

had had for ty- two -- s t r i k e s  t h a t  - y e a r  - and t h e r e  - - - must -- have - -- 

been more c l e a r  i s s u e s  t h a n  'shoddyt p a r t s  w i t h  which 



t o  c h a l l e n g e  t h e  unions .  Never the less  theamanaging ( 
d i r e c t o r  o f  Chrys le r  (UK), M r .  Geoffrey Hunt, t h r e a t e n e d  

t h e  workers  t h a t  u n l e s s  l a b o u r  r e l a t i o n s  improved t h e r e  

nvestment i n  B r i t a i n .  I n  response  
\ . 

t o  t h i s  s t a t e m e n t  p i c k e t  l i n e s  were s t r e n g t h e n e d .  ' kan- 

agement con t inued  t o  popr 

S toke  eng ine  p l a n t ,  which 

-Ryton,  t h e  management b c i d e d  t o  g e t  an independent  

haulage company t o  t a k e  t h e  63gines  out  through a  p i e c e  
- 

of f e n c e  purpose ly  broken f o r  t h a t  procedure .  This  was 

d e s p i t e  t h e  f a c t  t h a t  i t  would have been q u i t e  l e g a l  

-@?have c r o s s e d  t h e  p i c k e t  upon e x p l a n a t i o n  of thk  ~ u r -  
\ 
I - 

pose .  - I n  Bny e v e n t ,  t h e  d i scovered  what was 

happening, f i g h t i n g  broke o u t ,  and a man on t h e  p i c k e t s  

s u f f e r e d  a broken p e l v i s .  Manggement t h e n  went a g a i n s t ,  

o f f i c i a l  p rocedure ,  had t a l k s  w i t h  t h e  men on t h e  un- 
9 

o f f i c i a l  s t r i k e ,  t h e r e f o r e  acknowledging them, and < 
agreed  n o t  t o  c r o s s  t h e  p i c k e t  l i n e s .  ' F i n a l l y ,  a f t e r  

F 

t 

f i v e  weeks and making h e a d l i n e  news, t h e  management 

dec ided  It could n o t  i d e n t i f y  t h e  workers r e s p o n s i b l e  

f o r  t h e  shoddy workn. It t h e r e f o r e  agreed  t o  p a q  them 
i - - - - - - - - - - - - - - - -- - - - - - - 

d f o r  t h e  l o s t  n i n e t y  minutes  of p roduc t ion .  
- - - -  -- -- f 

89. Economist, June 19, 1973, P. 71. 
a 

-- - - - - -- - - - 

91. I r o n i c a l l y  t h e  d e b a t e  n e a r l y  d i d  n o t  occur .  W. P r i c e ,  MP, 
t 



3 
'\,who moved t h e  motion had h i s  B r i t i s h  c q r  blow up on 

- t v e  way t o  t h e  deba te .  A t r u c k  d r i v e r  gave him a l i f t .  
/ 1 

92. M 5 / 6 / 7 3 ,  1143. 
-% 

93. The ~ i m e $ ;  8/6/73: 

94. ' "Modern Times" w a s  a motion p i c t u r e  made i n  1928 d e p i c t i n g  
- 

t h e  monotony o f  t h e  p roduc t ion  l i n e .  -It ' s t a r r e d  c h a r l i e  

-./-- Chaplin.  

95. * The Times, 

96. I b i d .  

97. Dai ly  Telegraph,  lO/5/73. 

98.  I b i d .  \ 

Dai ly  Telegraph,  

1 0 0 .  The d e c l i n e  of  t h e  B r i t i s h  

blamed on poor  l a b o u r  

motor i n d u s t r y  h a s  f r e q u e n t l y  been 

r e l a t i o n s .  Some a l t e r n a t i v e ,  i f  

l e s s  p o p u l a r ,  arguments can a l s o  be made about  l a b o u r  

r e l a t i o n s .  F i r s t l y ,  poor  management may have had an 

impor tan t  e f f e c t  an l a b o m  r e l a t i o n s .  For  example, t h e  

unions  have c r i t i c i s e d  t h e  competence of  management i n  
1 

g e t t i n g  p a r t s  t o  t h e  p roduc t ion  l i n e .  I n  ~ r i t i s h  i n d u s t r y  1 

as'a, whole, unions  complain o f  long  p e r i o d s  o f  i d l e n e s s  I 
because n e c e s s a r y  p a r t s  a r e  n o t  a v a i l a b l e .  Th i s  i s  

- - - 
0 

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

management ' s r e s p o n s i b i l i t y  . Secondly, 19 p r m f u c t i v i t y  
->- - 

. .I 

i n  B r i t a i n  h a s  been blamed on low inves tment .  I n  t u r n ,  

low inves tment  h a s  been blamed on l a b o u r  f r i c t i o n ' .  How- 1 
- - -- -- - - - - - -- 7 

e v e r ,  i t  may e q u a l l y  w e i i  be that poor management and 



%; - I -  
- -- - 

Tow inves tment  were a cause  of  low p r o d u c t i v i t y .  A s  

worker e x p e c t a t i o n s  o f  - h i g h e r  wages comparable t o  those.  - 
, 

i n  Europe were f r u s t r a t e d ,  l a b o u r  r e l a t i o n s  d e t e r i o r a t e d .  l 

F i n a l l y ,  when t h i n g s  go wrong i n  t h e  motor i n d u s t r y  i t  

i s  a l l  t o o  easy  t o  blame l a b o u r  r e l a t i o n s  f o r  poor per -  

1 0 1 .  Economist, "Survey of  t h e  Motor I n d u s t r y " ,  October  17,  1970. 

1 0 2 .  Dual s o u r c i n g  probably  l e d  t o  i n c r e a s e d  .compet i t ion  and i n -  
- 

- 

c reased  s o u r c e s  of  suppIy I n  t h e  components i n d u s t r y .  

- .  There was a l s o  an i n c r e a s e  i n  s o u r c i n g  overseas .  How- 

e v e r ,  t h i s  t h e s i s  h a s  l i m i t e d  d i s c u s s i o n  t o  t h e  motor 

manufac turers .  I n  any c a s e ,  t h e  m a j o r i t y  o f  components 
- - 

came from c o m p e t i t i v e  ~ n d u s t r i e s  such as t e x t i l e s ,  

p l a s t i c ,  rubber ,  machine p a r t s ,  f o r g i n g s  and s o  on. 

103. G .  Turner ,  The Leyland Papers , - (London:  Eyre and Spottiswoode, 

104. Economist, Apr3.1 21, 1973, p .  f 0 .  

105. Some i n d i c a t i o n  o f  t h i s  was g i v e n  i n  1974 d u r i n g  t h e  t h r e e  
j 

day week. B-L c la imed t h a t  a twelve  p e r  c e n t  r educ t3on  '1 

i n  p roduc t ion  c o s t  ithem t h r e e  m i l l i o n  pounds per day. 

A l s *  f o r  an  a n a l y s i s  o f  break  even p o i n t s ,  s e e  Great 

4 8 

B r i t a i n ,  Pa r l i ament ,  F o u r t e e n t h  Report  from the3Expendi-  

t u r e  Committee, 1974-75, The Motor Veh ic le  I n d u s t r y ,  
e. 

106. Economist, August 10,  1970, p .  45. ., 



CHAPTER 7 - @'OOTNOTES 

1. C r i t i c f s m s  have been made about  t h e  n a t u r e  of  B r i t i s h  l abour  
and management. It h a s  been argued t h a t  t h e  work on a 
c a r  p roduc t ion  l i n e  i s  So monotonous as t o  be only . t o l e r -  
a b l e  i f  t h e  o p e r a t i v e  has  had exper ience  of  pover ty .  
Then t h e  l i n e  i s  seen  as' an escape  from pover ty ,  r a t h e r  
t h a n  a s o u l  d e s t r o y i n g  exper ience .  Labour i n  t h e  c a r  
f a c t o r i e s  o f  Germany and Fran'ce was mainly imported 

J from Southern  Europe and Northern A f r i c a .  I n  t h e  United 
S%at;es Zabeur--came- f rom L h e S o u t h .  '-Sim+Larly i n _ I I a l y  
l a b o u r n a m e  from t h e  poor  south'.  ' B r i t a i n  had no similar 
pover ty  group t o  draw on. However, t h e  l a b o u r  supply 
i n  Belgxum i s  n o t  impor ted ,  y e t  i s  n o t  s t r i k e  prone.  

t k s h  management h a s  a l s o  been c r i t i c i s e d .  E. A.  
~~ i f f  his a r k i c l e  "Inside B r i t i s h  Lepmdtl, Manage- 

ment Today, 1 1 4  (November, 1975) ,  59-61y i l l u s t r a t e s  
poor B r i t i s h  management. However, i n f u s i o n s  of American 
management t o  C h r y s l e r  ( U K )  and Vauxhal l  were unable  t o  

, ach ieve  performances comparable t o  t h o s e  achieved i n  
Germany, France  and t h e  United S t a t e s .  Furthermore,  
B r i t i s h o  management and l a b o u r  were a b l e  t o  ach ieve  more 
s a t i s f a c t o r y  performances i n  o t h e r  i n d u s t r i e s .  

% 

2 .  For example, chemicals ,  man made f i b r e s ,  e l e c t r o n i c s ,  com- 
p u t e r s ,  a i r c r a f t  and commercial v e h i c l e s  were reasonably  
prosperous  i n d u s t r i e s .  The s i m i l a r i t y  o f  t h e  commercial - ' 

- v e h i c l e  i n d u s t r y  and t h e  f a c t  t h a t  i t  p r o s p e r e d , ' a s  - >* compared t o  t h e  motor i n d u s t r y ,  can p a r t l y  be exp la ined  
by t h e  d i f f e r e n t  impact of  government p o l i c y  on t h a t  
i n d u s t r y .  The s t a t e  of  t h e  commercial v e h i c l e  i n d u s t r y  
i s  d e s c r i b e d  i n ,  Grea t  B r i t a i n ,  C e n t r a l  P o l i c y  Review 
S t a f f ,  The F u t u r e  o f  t h e  B r i t i s h  Car I n d u s t r y ,  (London: 
HMSO, 1975), p. 2 .  

3. See c h a p t e r  one, p. - 9 .  . 
4. See c h a p t e r  t h r e e ,  p. 42 ,  f o r  a d i s c u s s i o n  of t h e  consequences 

o f  i n t r a - B r i t i s h  compet i t ion .  A government Marketing 
Agency could  have overcome t h i s  problem. It could  have 
bought up a l l  t h e  e x p o r t - q u o t a s ,  - - - - - and - t h e n  - s o l d  - - only  t h e  

- - 

' most s u i t a b l e  models i n  each market.  
ppp 

5 I n  c o n t r a s t ,  Volkswagen overcame t h i s  problem. A corn- 
d i s c u s s i o n  s i s  t o  be  found i n '  
K. B. , (Henley-on-Thames: 
F o u l i s  and when D r .  I. H.  

eI--WorW-r--- 

-ii 



and t h a t  t h e r e  was s t r o n g  anti-German sen t imen t  over- 
s e a s .  Success  cou ld  only be achieved by s u p e r i o r  p a r t s ,  
s e r v i c e  and q u a l i t y .  

6.' B r i t a i n ' s  b a l a n c e  o f  payments only  became c r i t i c a l  a f t e r  1947. 
I f  t a x e s  on c a r s  had been r a i s e d ,  -demand would 

B have been s a t i s f i e ' d  wi th  a few t e n ~ x ~ ~ h o u s a n d s  o f  c a r s .  
D e s p i t e  t h e  usage o f  c a r s  from 1947 t o  1952 and t h e  r i s e  
i n  incomes, excess-demand was s t i l l  o n l y  one hundred 
thousand.  
% 

. - 7 .  T h l s  myth deveLlope& f o r r e a s o n s  g iven  on p.-52.-----------"- A 

8. R.. J e n k i n s ,  HCD, 17/4/52, 368. 
- 

9.  Before t h e  w a r  on ly  a minimal e f f o r t  t o  e x p o r t  c a r s  had been 
-- made. 

10 .  Al though t h e  manufac tu re r s  had no d a t a  t o  show t h i s ,  i n  f a c t  
c a p a c i t y  exceeded a c t u a l  home demand between 1946 and 5 
1952. If home demand had been a l lowed t o  be s a t i s f i e d  
i n  1945 and 1946, f u l l  u s e  o f  c a p a c i t y  would have neces- 
s i t a t e d  g r e a t e r  e x p o r t s .  

11. Having n a t i o n a l i s e d  t h e  i n d u s t r y ,  t h e  government could  h a v e '  
reduced t h e  number of p l a n t s  and thejnumber of  models 
produced t o  i n c r e a s e  e f f i c i e n c y .  - - 

1 2 .  Such a p o l i c y  w a s  e f f e c t i v e  i n  Sweden. Volvo had t o  be an 
e x p o r t  o r i e n t a t e d  company because o f  s t i f f  ' c r e d i t  re-. 
s t r i c t i o n s  on new .car s a l e s  i n  Sweden which were per> 

, . rnanently imposed. . 
13. See c h a p t e r  four;  p. 106. . 

i 
1 4 .  I n  terms of  e x p o r t s ,  v a l u e  added, r e t u r n '  a p i t a l ,  produc- 

t i v i t y  and s o  f o r t h .  

' 15 .  See c h a p t e r  f i v e ,  p. ,142. 

16.  See c h a p t e r  s i x ,  p .  171. 
- - - -  - p-p - -- - - - - 3 - 

17.  "Go" p e ~ i o d s  ,were prolonged i n t o  1959 and 1964 because  a 3 
1 

g--nn w-5 t 
L 1 

I 

18. It encouraged i n e f f i c i e n t  expansion by t o o  many firms a t  a 
< 
3 

t ime o f  i n c r e a s i n g  i n t e r n a t t o n a l  cornpeDition. i 3i 



TABLE XI 

- PPe-?rofYis ( L u ~ s ) ( ~ - r n )  
i n  t h e  B r i t i s h  Motor ~ n d u s t r ! ,  1945-74 

Ford 

- 

Morris 

Fiscal 
Year 

1945 
1946 
B4L - 

194'8 
1949 
18-50 
1951 

3952 
1953 
3954 

Vauxhall 
a 

- 

--- 

Standard 

. 3 - 3 
_ - 3  - 

9 
-$. 2 
1. 3 
2.3 
-k& 
1.6 
2.2 
3.3 
.8 
- 8  

- 

38 
40 
4 
32 
32 
51 

2 . 3  

Rootes 

1.5 
(-41 
.6 
-1z-- 
1.1 
2.8 
3.4 
3 . k -  
2.2 
3.5 
3- 3 
1- 7 
(=. 6) 
3.4 
3.9 
4.4 
2.9 
(-9) 
( -31 (.a 

(2.5) 
(3.4) 

(10.8) 
(3.7) 
(-7) 

(10.7) 
.4 

1.6 
3.7 

(17.7) 

Sources: Maxcy, G. and Silbertson, A, The Motor Industry.  CLondon 
Allen and Unwin,' 1958), p. .128. Bhys, D. O., The Motor 
Industry: An Economic Survey. (London: Buttemrorths, 19721, 
pr 36-1 --J&nmPnf.. P-. fr~ee_ 

t he  Expenditure Committee, Motor Vehicle Industryu, , 
Session 1974-75, p. 



, - 

Return on C a p i t a l  Employed f o r  S e l e c t e d  
European Vehic le  Manufacturing Countr ies ,  1967-71 

Country 

W. Germany 

- 
I t a l y  4 

J' 
U.K. 

R 
Great B r i t a i n ,  Na t iona l  Economic Development 
I n d u s t r i a l  Review, t o  1977, Motors, p. 15. . 

Off ice ,  F ,  Source : 



TABLE XI11 

Specimen Percentages  o f - H a t e r i a l  Cost of  Cars Accounted 
f o r  b y  Bought-Out ~dmponen t s ,  1973. 

. , 
-4 

w 

Ford- (U.S.) 61% 

Ford ( U . K . )  70% 

0 
* 

Source: Great B r i t a i n .  Par l iament .  Four teenth  Report 
from t h e  E x b e n d i t w e  Committee; Sess iqn  1974-75. 
(London: HMJO, 19751, p. 19. 



T o t a l  D i r e v  Employment i n  t h e  Motor ~ n d y s t r y ,  s e l e c t e d  
years.  

Year 

Sources :  Great B r i t a i n .  C e n t r a l  S t a t i s t i c a l  Off ice.  
Annual A b s t r a c t  o f  S t a t i s t i c s .  1956, p. 
Great ~ritai-~~urteenth Report - 

- 

from t h e  Expendi ture  Committee; "The Motor Vehicle 
Indus t ry t1 ,  Session 1974-75, p. 48. 



- - -- - - - - - - 

5 
L -- -- -- - , 

,/ 
I n t e r n a t i o n a l  Compa o f  Vehic les  Produced p e r  

Employee on an Annual B i n  t h e  Motor I n d u s t r y  t a )  
', 

3 !L 

Country 

U . S . A .  

W. Germany 

I t a l y . .  . 
Japan 

\ 

( a )  Data n o t  d i r e c t  ' comparable because of d i f f e r e n t  i m i o r t  and 
e x p o r t s  of compgeh t s ,  c a p i t a l - l a b o u r  r a t i o s ,  ete. Dbea in -  
c ludes  a l l  components and parts s u p p l i e r s .  

Source: G r e a t ' B r i t a i n ,  C e n t r a l  P o l i c y  Review S t a f f ,  The Fu tu re  
of t h e  B r i t i s h  Car Industry,"  (London: HMSO 1975), g. 80. - -  

: $ 



< 
-269- 

* -- - 

- TABLE XVI 
- - - - - - - - - - - - - 

i) 

United Kingdom Motor veh ic l e  Production 

A s  Share of Europe (a)  and Japan 

( a )  France, I t a l y ,  Netherlands, Spain, +Sweden, United Kingdom, 
West Germany. 

Source: Great B r i t a i n .  Cen t r a l  Policy ~ e v i e w  S t a f f .  The Futurc 
of t h e  B r i t i s h  Car In&wtt;ry. (London: HMSO, 1975), p . ~  



TABLE XVII 
- - - 

United K i  dom Motor Indus t ry  Investment & of  Investment i n  a l l  as a Perc 
U . K .  Manufactur ing I n d u s t r i e s ,  1963-1972 

Source: Grea t  B r i t a i n .  Na t iona l  Economic Development 
I n d u s t r i a l  Review t o  1977, Motors, pb. 32.  - 

O f f i c e .  



TABLE XVIII 
- - --VL-- -- 

P e t r o l  Tax' -1945-75 1 '  

B 

I n t r o d u c e d  . Rate 

A p r i l  1938 changed t o  9 pence 
N 

A p r i l  1950 ' 1  

A p r i l  1951  11 . 1/10; 

J u l y  1966 
A p r i l  1967 
March 1968 
November 196 8 
A p r i l  1969 
March 1974 I 

j u l y  1974 
November 1974 

a )  223 new .pence 
b )  V.A.T .  i n t r o d u c e d  
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APPENDIX A 

Chronology o f  
B r i t i s h  Motor 

CODE .- 

Major P o l i c y  D e c i s i o n s  
I n d u s t r y .  

C 

G = Government; M I  = Motor I n d u s t r ~ :  

- - 

and 

X = 

t h e  

e x p o r t s ;  
BP = b a l a n c e  o f  payments;  AE = a l l b c a t i v e  e f f i c i e n c y ;  
EG = economic growth;  FE = f u l l  employment; PS = p r i c e  
s t a b i l i t y ;  E = - e q u i t y ;  PT = p u r c h a s e  t a x ;  LR = l a b o u r  
r e l a t i o n s  ; E = p r o f i t ;  Q = - o u t p u t  ; Dh = home demand; - -  - 

Do = o v e r s e a s  demand;. A = "change' in1 ' ;  S A C  = s h o r t  r u n  

ave rage  c o s t s ;  LAC = l o n g  r u n  ave rage  c o s t s ;  +C = a 
r i se  i n  c o s t s ,  w i t h  no  change i n  s h o r t  r u n  a v e r a g e  
c o s t s  (i. e .  a maye away f rom optimal output). 



1946 - G sets x quotas = 50% " . 
+ G control 
+ Q , + C  

- G s e t s  up Nat. Advisory 
Council on M.I. 

- Gcut s  shee tmeta l suppl ies  
- Petrol  ra t ion raised 
- New road building program 
- Voluntary wage restraint 

n i l  
+ SAC* 

1947 - G ~ u = - l s ~ p p l i e S  
- G ra ises  x quotas 
- Imp. Pref. reduced 

- 8 made convertible I I n t .  Relations 

- G ra i ses  x quotas; steel 
allocations based on x 

- Newengine C.C. tax  

- Engine tax revised 
- FT raised on large cam I AE 

- - P e t r o l r a t i o n  ended I BP 

- - Roads program cut BP 2 
1948 - Petrol ra t ion raised E 

- Ev%nop.Cornm. set ~ p >  AE 
- x quotas cut G r'eput . 

l none 

1949 - P e t r o l  ra t ion raised 

- xquotas  cut G reput. 
- Stee l  al location raised t o  

help exports BP 
- $ devalued BP 

1950 - - -- - Steel quotas raised- 
- New haw quota system 
- Petrol ra t ion  ended, 

tax raised 
- Sales covenant extended 

unclear 

4, 

r a t i m z a t i o n  slowed 



Effect on M. I. 

1951 - - G I n q w  in to  A u s t i n  LR 
- G approves Austin4Iorrls 

m r g e r  
- Steel  imports cut 
- Steel  supplies cut 
- H a n e  s a l e s  quota cut 

unclear 

r n G  
BP , 

Defence 
BP 

potent ia l  rat ionalization 
+Q, +P, + C  
+'Q, + P; + C  
+Q, J-P, + C  

1952 - - G calls f o r x e f f o r t  
- Steel  supplies based on x 
- Home sales  quota ra ised 
- H a w  quotas abandoned 
- Stee l  supplies raised 

-- -- 

unclear 
1. Q, .f X, 
+ Q , + P , + C , + x  
+Q, .fP, + C  
.rQ _ -2  f P  + C  - 

1953 - - Steel  quotas ended 
- Petrol  -tax raised 

- Bank r a t e  raised 

- Investment allowances cut 

1956 - petrol  rationing (Suez) 

- Petrol tax raised 

- HP res t r ic t ions  cut 
a 7 

- G insurance credits  t o  
help exparts 

- FZPActpassed 

1957 - - Petrol rationing ended 

- Bank rate raised 

nclear 

- 1959 
- G approves STI - t ractor  

sale to Canada 
- G a p p m e s  Ford fW pur- 

chase of Ford(UK) shares ownership 



1959 (contd) - - m. of Transport reorgak 
ized; fks t  m&orway - 

' - Investment allowances raised 
- - Direct taxes cut 

1960 
- HP k s t r i c t i o n s  raised 
- G persuades MI t o  relocate 
- NEDCestablished 
- Corporate taxes raised 

,\. 

1 -  - - - - 

1961 &. - restrictions eased ' 

- FT, HP and Bank r a t e  raised 

- Wage freeze imposed 
- G approves STI-kyland merger 
- G makes "follow procedure'! 

statementonLR 

- PI' cut further 

1963 
- U K f a U s  t o  join E3k 

- G Inquiry in to  Ford LR 
, - Poli t ical  parties make c m  

mitrnent t o  private cars 

- Frivate investmnt incentives 

- Public investment increased \ 
.. ** 

1964 - 
National P M  introduced 
Prices and Incames Board 
Mrect taxes raised , 

kprt surcharge imposed 

G approves Chrysler bid 
for  Rootes 
Repeal of RPM 
PI' raised 

Effect on M.I .  
- 

i 

unclear 

'4, 
unclear 

- - - 7 

unclear 

worsened LR, f C . I 



1965 - - C a r  licence fee raised 

- Business allowances rais&d 
- HPrestrictions raised 

- G approves takeover of 
. Pressed Steel - G &roves BMC takeover of 

Jaguar - G approves STI t'akeover of 
+ Rover 
- Corporate tax raised 

- - - - - -- - 

1966 - Investment incentives changed I BP - 

- HP restrictionS raised I BP 

potential  rationalization ;* 
Y 
a- 

potential rationalization , ; 

potential  ra t ional lzat im , I , 
+ - 

Q 1 
2, 

-- -- 
i I 

unclear 

' 4, 

- Wage and Price controls 
- MI JLC se t  up 
- FT raised - 
- Public investment cut 

1967 - HP r&strictions relaxed 
z- - Bank r a t e  cut 
m-- . . 
- Petrol tax and road f'und 

licence raised 

- HF restr ic t ions raised 

- G approves Chrysler take- 
over of Rootes. 

- G cuts public expenditures 

- ~orporzke taxes raised 
1 

- Petrol tax and licence 
- *ies 

- HP restr ic t ions raised . 
- IIE enc@s eation of 8f; 

- G ' c a r d s o n t h e t a b h *  
Latalks - G cuts publlc expenditmes 

1 unclear 



Effect mM.1: -: 

&form proposals 
- Direct taxes cut 

- Petrol tax raised 

1970 
- -Direct taxes cut 

1971 
- PT cut 

-- - - EG/F'E f P !  - -- - - 
A- 

- HP restrictions removed EG/FE. . "' t 4,. 
EGrn 

+. - Mrect taxes cutv  
+ .Dh 

- Public expendit Taed EGm ' d 

- - Industrial Relatio B i l l  
\ 

AE t SAC, -f M f -  . 

19 72 
- FT cut 

- Direct taxes cut 

- $devalued 

19 73- 
- l@T introduced . 
- UK enters EEC: 
- HP restrictions raised 

19 74 - Petrol tax raised BP '4, 
AE . unclear 
BP $4, s 
BP ' ', %" 
BP 

AE 
?h 
unclear 

- G makes social  contract 
- Direct taxes r a i sed  

- HP restliictions raised I 

, -  GguaranteesBLov&aftb c ,  

e 

on M by- Japanese ' +. M 
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