Striking similarities to
‘winter of discontent’ 1in
1970s within latest
employment figures

Wages are climbing at close to their fastest pace since
records began.

Yet, workers’' pay packets are declining at close to their
fastest pace since records began.

Both of these seemingly contradictory statements are true.
Workers are fighting for pay rises and are having some success
but the gains are no match for inflation, which is tearing
through paychecks.

Official figures released on Tuesday showed that regular pay,
excluding bonuses, grew by 6.1% in the three months to
October.

Outside of the pandemic (when wage data was distorted by
furlough) this is the fastest rate of wage growth since
records began in 2001.

However, at 11.1%, inflation is racing ahead.

Prices are rising at their fastest pace in 41 years, which is
leaving many households poorer even if they have managed to
secure chunky pay rises. When inflation is taken into account,
real wages fell by 3.9% during the period. In October alone,
they fell by 4.2%.

More on Inflation


https://businessat.co.uk/sky/striking-similarities-to-winter-of-discontent-in-1970s-within-latest-employment-figures/
https://businessat.co.uk/sky/striking-similarities-to-winter-of-discontent-in-1970s-within-latest-employment-figures/
https://businessat.co.uk/sky/striking-similarities-to-winter-of-discontent-in-1970s-within-latest-employment-figures/
https://businessat.co.uk/sky/striking-similarities-to-winter-of-discontent-in-1970s-within-latest-employment-figures/
https://news.sky.com/story/second-largest-fall-in-real-wage-growth-this-year-while-unemployment-rate-ticks-up-12767169

Higher risk of households defaulting on loans as Bank
warns of worsening financial conditions

Pubs and restaurants cut menu items and substitute
products as inflation pressures mount

Grocery inflation eases for first time in 21 months -
but Christmas dinner costs surge 9%

Related Topics:

= Inflation
= UK _economy

This is at the heart of the industrial disputes Britain is
experiencing up and down the country. In October alone, the
country lost 417,000 working days to strikes. That's the
highest monthly figure for more than 10 years.
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More than a million working days have already been lost to
strike action this year and, with strikes planned every day
between now and Christmas, that figure will climb even higher.
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It means that the latest bout of strike action has been more
disruptive than the 2011 strikes, when public sector workers
walked out in a row over pension, costing the economy almost a
million working days.

The government maintains that higher pay rises could trigger a
wage-price spiral, whereby wages chase prices in the economy,
making the inflation problem even worse. Britain endured a
similar problem in the 1970s, which culminated in the “winter
of discontent.”

Jeremy Hunt, the chancellor, stressed this point following the
release of the latest figures. He said: “To get the British
economy back on track, we have a plan which will help to more
than halve inflation next year — but that requires some
difficult decisions now.

“Any action that risks embedding high prices into our economy
will only prolong the pain for everyone, and stunt any
prospect of long-term economic growth.”

The Bank of England is also keeping a close eye on wages and
the latest jump in pay, albeit not in real terms, could force
policymakers to take stronger action to prevent the threat of
a wage-price spiral emerging.

Economists at Capital Economics said: “Coming on the back of
yesterday’s larger-than-expected rise in GDP in October,
today’s news that the labour market is loosening only
gradually and wage growth continues to accelerate might
further tilt some MPC (monetary policy committee) members
towards thinking about raising interest rates by 75bps (basis
points) on Thursday 15th December.



The government 1is effectively asking public sector workers to
do their “civic duty” and accept real terms pay cuts.

This is a difficult pill to swallow when it is private sector
workers that are driving pay increases in the economy.

The ONS revealed today that private sector wages increased by
6.9% during the three-month period, while public sector wages
rose by 2.7%.

This is leading one of the biggest wedges between public and
private sector pay and could compound the problems with
recruitment and retention that the private sector is already
grappling with.

Yet, the wage discrepancy may start to narrow.

With the economy most Llikely already in recession,
unemployment will most likely climb (it ticked up to 3.7% in
the three months to October) and wage pressure will start to
fall.



