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TO BE RETAINED AS TOP ENCLOSURE

Cabinet / Cabinet Committee Documents

Reference Date
E(PSP)(81) 9 16/03/81
PSP(0)(81) 12 27/03/81
PSP(0)(81) 11 30/03/81
PSP(0)(81) 13 30/03/81
E(PSP)(81) 11 03/04/81
E(PSP)(81) 12 03/04/81
E(PSP)(81) 3™ Meeting, Minutes 15/04/81
E(81) 49 16/04/81
E(PSP)(81) 13 01/05/81
E(PSP)(81) 14 11/05/81
PSP(0)(81) 19 19/05/81
E(PSP)(81) 14 11/05/81
PSP(0)(81) 19 19/05/81
E(PSP)(81) 16 : 26/05/81
PSP(0)(81) 20 17/06/81
E(PSP)(81) 17 22/06/81
PSP(0)(81) 21 07/07/81
E(PSP)(81) 18 13/07/81
PSP(0)(81) 22 28/07/81

The documents listed above, which were enclosed on this file, have been
removed and destroyed. Such documents are the responsibility of the
Cabinet Office. When released they are available in the appropriate CAB
(CABINET OFFICE) CLASSES

Si gned‘@_a%ﬁgg_— Date Ma o/l
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10 DOWNING STREET
6 August 1981

Voo v

Public Expenditure and Public Service Pay

After your meeting on 31 July which discussed the paper
you circulated under cover of your letter of 28 July to Brian Pearce,
T had a word with Peter Dixon to say that the more I reflected on
the implications of the options for the pay and non-pay factors, the
more I was attracted to announcing that the provisional figure for
pay would be 0%. Having now discussed this with Alan Walters and
John Hoskyns here, I thought it might be useful if I committed'this
thought to paper before departing on leave, in the hope that there
might be an opportunity to probe ‘this option further at the beginning
of September before the options are put to Ministers.

If I recall it correctly, your conclusion from our discussion
on 28 July was that there would have to be two factors, because the
spread was too large to make a single factor work, even for a short
time; and that the best way to encourage Ministers to focus on the
issues would be to put to them the proposal that the factors should
be 5% for pay, and 10% for non-pay. And I think we agreed that it
would be useful for the Chancellor to have a word with the Prime
Minister about this before it was discussed even among a small group
of the Ministers principally concerned.

At your meeting the disadvantages of the 5% and 10% formula
were very clearly aired. I -think we all recognised that the 5%
figure could provide a rallying point for public service union
opposition, and that because of the undertakings given to the Civil
Service unions it would be regarded by them as a floor, on top of
which another 2% or so could be expected by arbitpation. I must say
I find the argument that it would be possible to start off the
negotiations by offering them less than the pay factor unrealistic.
On top of these practical disadvantages, a 5% factor would be as
widely regarded as a 'pay norm" as the 6% factor was last autumn,
whereas we ought to be encouraging the concept of a spread of
settlements in response to varying labour market factors.

/Against
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: . Against this background, it does seem to us that we ought to consider1'
.announcing in September that the non-pay factor would be 10 or !
11%, or whatever the year on year inflation rate was expected to
be, but that because the pay round had scarcely begun the
provisional factor for pay in the cash limits would be set at zero.
0f course, we would say, that is not intended to be a freeze, nor
is it expected to be the outcome in 'many cases - but all public
service pay increases would have to be argued for and justified.
We would, in short, be setting an example by getting away from the
concept of an automatic entitlement to an annual pay increase. We
would be allowing ourselves the flexibility of providing for larger
increases for, for instance, the firemen than for, for instance, the
teachers; and we would completely circumvent the problem of having
to show our hand in advance to the civil servants.

There would, it seems to us,be another important advantage.
We know that some of the private sector groups who settle early in
the round are hoping to get away with very low figures. By showing
that we ourselves are operating zero based budgeting for the public
service, and by avoiding the public indication of our willingness
to go for middle single figures, we should be increasing the chance
of the pay round starting with some low single figure settlements.

Peter Dixon has explained some of the difficulties to me,
and indeed some of them are clear from the discussion at your meeting.
At a time when Ministers have decided to go over to cash as 4 basis
for their public expenditure decision making, we may be in danger of
offering them distorted figures. To the extent that the need to
accommodate pay rises within a low figure for the pay bill will
provide an incentive to reduce manpower, that may be no bad thing;
but we clearly ought not to be presenting Ministers with public
expenditure options on the basis of misleading figures for the cost
of labour intensive programmes. One possibility might be to provide
Ministers with their own private figures indicating more realistic
assumptions. This is the kind of point that it might be useful to
investigate further, together with the question of at what point the
"true" figures would end up being written into the public expenditure

survey.

I am sending a copy of this letter to Alan Bailey and
Brian Pearce.

frd
A

G S Downey, Esq CB
HM Treasury
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10 DOWNING STREET

From the Private Secretary 5 August 1981

MONITORING REPORTS: PUBLIC SECTOR PAY

The «Prime Minister was grateful for the Chancellor's minute
of 4 August with which he enclosed the latest Monitoring Report on
Public Sector Pay. She agrees with his suggestion that the Home
Secretary might circulate a paper to E(PSP) on fire service pay :in
time for discussion early in September. As regards the suggestion
that there should be a further report on the British Rail pay negotia-
tions, the Parliamentary Under Secretary of State in the Department
of Transport has now minuted the Prime Minister (his minute of
4 August).

I am sending a copy of this letter to John Halliday (Home Office),
David Heyhoe (Office of the Chancellor of the Duchy of Lancaster),
Ian Ellison (Department of Industry), Richard Dykes (Department of
Employment), David Edmonds (Department of the Environment), Julian West
(Department of Energy), Stuart Hampson (Department of Trade),
Anthony Mayer (Department of Transport), David Wright (Cabinet Office)
and Gerry Spence (CPRS).

L. P. LANKESTER

Peter Jenkins, Esqg.,
H.M. Treasury.

CONFIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

PRIME MINISTER

MONITORING REPORTS: PUBLIC SECTOR PAY

Because there will now be no opportunity for cansideratibn

by E(PSP), I am circulating with this minute not only the
usual monitoring report on the public trading sector, but also
the report on the public services which is normally cirgulated
CalERS PN

24 This does also provide an @pportunity to draw attention

to some developments in both the public trading and services
sectors which have implications for pay in the coming year.

A settlement of 13.2 per cent has been reached for the police.
The Fire Service Joint Negotiating Council has agreed to honour
the index linking agreement for the Fire Service settlement in
November, which could well imply a double figure settlement.
This may be only an early indication of the problems on pay
likely to be caused by the change in the political complexion
of local authorities. Already this has led to a settlement
totalling 11 per cent for London Transport; and the increase
for the local authority manuals in November will be a key
settlement. Looking further ahead the commitment on arbitration
for the civil service could have an unhelpful effect on the
level of settlements not just in the civil service but more

widely in the public services.

51 As regards the nationalised industries, negotiations are
continuing for British Rail, with the unions pressing very
hard for the full implementation of an arbitration award
totalling 11 per cent. And it will not be long before the

coal industry pay negotiations are under way.




CONFIDENTIAL

4. All this only reinforces the conclusion that it will
not be easy to get the deceleration in pay which we need
in the coming year if the prospects for output and
employment are to improve. I have already let you have a
report on the handling of nationalised industry pay
negotiations in the months ahead with proposals for further
work. But I should also like to reiterate Leon Brittan's
request to Norman Fowler (letter of 30 July) for a further
A e

report on the British Rail pay negotiations: there are

‘-—-‘
likely to be important questions here which merit early

attention. And I think that it would also bhe very helpful if
Willie Whitelaw could circulate a paper to E(PSP) on fire
———

service pay in time for discussion early in September. In

consultation with my officials this could cover the question
of a no-strike agreement which I mentioned when we discussed

police pay on 17 July.

5, I am copying this minute to the Home Secretary, the
Chancellor of the Duchy, the Secretaries of State for
Industry, Employment, Environment, Energy, Trade and
Transport, to Sir Robert Armstrong and to Mr Ibbs.

(G.H.)
U August 1981
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:IJBLIC TRADING SECTOR

1. UNITED KINGDOM ATOMIC ENERGY AUTHORITY - Staff (8700)
Settlement date: 1 April
Unions: IPCS, CPSA, SCPS, AGSRO

UKAEA salaries are directly linked to those of civil servants and the settlement of

the Authority's scales therefore awaits the conclusion of the central civil service

settlement. The main unions are the civil service unions, who have recently

voted to accept a revised offer of 7% plus £30.

BRITISH AIRWAYS (All groups 50,000)

Bettlement date: 1 January
1 April for pilots

Unions: TGWU, AUEW, ACTSS, AUEW (S & T), APEX, ASTMS, GMWU,
FTATU, UCATT, BALPA

Settlements have now been agreed for the larger part of the work force.
Negotiations have been taking place in the National Sectional Panels on the basis
of the Board's offer of 8% from 1 April, with no increase from 1 January. The
distribution of the available sum has not been the same .for all groups, but each

Panel has kept within the planned overall cost.

The negotiations have not progressed since the last report, and three groups
have not yet finally fallen into iine. These are the ramp workers and cabin
crews who are negotiating on detail, éhd the pilots. Negotiations for the pilots.(
whose increase would be implemented from 1 July, are moving only slowly. The
pilots have neither rejected nor accepted the basic principles of the offer and
there is the further difficulty in their case that anomalies left over from last
year's restructuring need to be corrected and the Board wishes to do this without

exceeding the cost for the group of the general pay offer.

CIVIL AVIATION AUTHORITY (All grades - 8,000)

Settlement date: 1 April

Untonas CPSA, CSU, IPCS,SCPS, UCATT, EETPU, AUEW, GMWU, TGWU, NUSMW




CONFIDENTIAL

CAA staff were originally civil servants and remained civil servants until 1975
when they became direct employees of the CAA. Since then their link with civil
service pay has been maintained by agreement and increases have been in line
with those agreed for civil servants with only minor variations. Four of the

unions are civil service unions who have recently voted to accept a revised

offer of 7% plus £30.

a4

. BRITISH STEEL CORPORATION (All groups - 140,000)

Settlement date: 1 January
Unions: BSC-ISTC, BsC-NCCC, NUB, GMWU, TGWU, MATSA, ACTSS, APEX, SIMA

Earlier in the year, the Corporation obtained the agreement of all unions except
ISTC to its "survival plan" and to pay‘increases of 7% from 1 July, with no
increase from 1 January. As the ISTC decided at its Annual Conference to drop
its opposition to the pay proposals and BSC is implementing the increases from

1 July, a settlement has in effect been concluded.

As well as the general increases many steelworkers can be expected to achieve
additional earnings of the order of 3% to 4.5% from the renegotiation of local

productivity schemes where the initial life of one year is expiring.

COALMINING - Manuals (224850)

Settlement date: 1 November

Union: NUM

The NUM Annual Conference on 6 July rejected a proposal calling for a "realistic
and reasonable deal' and adopted an alternative Resolution which seeks a £100 a
week basic minimum for surface workers with appropriate differentials for all other
grades,these rates to be paid as a salary. The National Executive Committee is
instructed to call a special Conference to consider the final offer if it does not
meet the full démands of the Resolution.

A £100 basic minimum would mean a 23.7% increase on the 1 January 1981 minimum of

CONFIDENTIAL
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80.85. Because of the characteristics of the wage system with its many variable
omponents there is no simple arithmetical relationship between basic rates and
total earnings. However 23.7% on rates would produce a somewhat smaller
percentage rise in earnings, assuming constant shifts worked and no change in

the other elements of pay.

Negotiations are not expected to begin until September.

CONFIDENTIAL
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6. Passenger Transport Executive Non-ianual Staff (5,500)

Settlement date: 1 April 1981
Unions: NALGO, ACTSS

In September 1980 this group negotiated a staged settlement which gave estimated
average earnings increases of 13.29% for the 12 months from 1 September 1980,

and changed the ASD from 1 September to 1 April.

In the present negotiations staff voted to accept an increase of 7.5% on rates

from 1 April 1981. The estimated average earnings increase is not known.

British Rail (Clerical and Conciliation grades - 150,000)

Settlewent date: 20 April 1981
Unions: TSSA, ASLEF, NUR

Following the unilateral reference of their pay claim to the Railway

Staff National Tribunal the unions have accepted the Tribunal's recommendation
(published Thurs 16 July) for pay increases of 8% from 20 April 81, with a .
further 3% from 1 August 81 and a revision of London Weighting Allowance.

The approximate cost of the award is 10.5% in a full year.

At the meeting on 23 July the Board held to their view that while the 8% award
could be implemented immediately, the additional 3% must be related to a
commitment by the unions to changes in working practices. Further discussions
are taking place today. The unions have taken the line that productivity is

a separate matter to pay and have threatened strike action if the award is not
paid in full.

~ CONFIDENTIAL
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Iondon Transport Executive (Rail Supervisors, Booking Office and
Conciliation Grades - 15550)

Settlement date; 20 April 1981
Unions: ASLEF, NUR, TSSA

The unions claimed 412.5% increases and rejected offers of 8% plus a productivity
element and 10% including a productivity element. They threatened an
indefinite ail out strike from 20 July.

At a meeting on 16 July LT offered to match the recommendations publlshnd
earlier in the day by the Qallway Staff National Tribunal, namely, 8% increase
from 20 April 81 plus a further 7% from 1 August 81, costed at approxiuately
10.5% in the first year. There are no productivity strings. '

On 17 July the Union Executives accepted the offer and called off the threatened

strike.

The Chairman of the BExecutive's Transport Committee has publicly announced
that the busmen's' earlier settlement - 8% on basic pay, improved bonus worth
0.5% and an extra day of annual holiday - will be increased by 2% from.

1 August to keep bus and underground pay in line. The offer has now been made
(once again with no effort to improve productivity) and the TGWU/NEC voted to
accept. As a small face saver LT have insisted that the extra day's holiday _

is postponed until next year.

Both underground and bus employees are to receive a lump sum payment of £50 as
compensation for the erosion in the value of their free travel concession

following the planned 25% reduction in fares from next October.

London Transport Executive (Rail Workshops Wages Grades - 3000)

Settlement date: 20 April 1981 :
Unions: ASBSBSW, AUEW, EETPU, FTATU, NSMM, NUSMWCHDE, NUR,
TGWU, UCATT

In response to a claim for 12.5% pay increases LT offered a package worth

just over 8.5% to which the unions did not respond. Talks will resume now that
ungerground staff have settled.

CUNFIDENTIAL
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10. London Transport Executive (Road Workshops Wages Grades - 35L40)

Settlement date: 22 April 1981
Unions: ASBSBSW, AUEW, EETPU, FTATU, NUSMWCHDE, TGWU, UCATT

Road Workshops grades accepted the same package as LTE Bus Drivers and Conductors
8% on basic P2y, & minor bonus improvement worth some 0.%% and one extra day

of annual holiday.

After the agreement for underground staff and the announcement on bus pay

the unions await a revised and improved settlement.

British Telecom

CPSA: CA, CO, HCO, Typists, Data Processors etc (38,000)
SCPS: HCO, EO, HEO grades (7,000)

British Telecom have offered the-above staff a similar deal Lo that agreed
earlier with POEU and SPOE -~ 9% increase on basic pay, consolidation of an
agreed productivity payment and an estimated 2% new productivity payment,

replacing present productivity bonuses.
CPSA members have voted to accept the offer. The SCPS have voted narrowly
against the offer.

The offer would add 9% to the paybill, estimated to add_10% to average

earnings.

CONFIDENTIAL
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British Transport Docks Board (Non-registered manual grades - 33%00)

Scttlement date: 22 April 1981
Unions: NUR, CSEU, EETPU, TGWU, UCATT

On a claim for increases in line with the annual movement in the RPI,
Board offers of 7% and 7.5% have been rejected. 8% is acceptable to
unions:in principle but the remaining hurdle is to agree the date for
the reduction of the working week to 39 hours and the associated changes
in the calculation of overtime. Discussions will be resumed some time -

in August.

13, British Transport Docks Board (Non-Manuals - 1740)

Settlement date: 20 May 1981
Unions: TSSA, NUR, EETPU

Talks on salaried grades' pay opened on 23 June with an 8% offer.
Discussions still have to take place on a-reduction of 1 hour in the

working week (see 12 above).

CONFIDENTIAL
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zY TO ABREVIATIONS

Assoc. of Broadcasting Staff

Assoc. of Clerical, Technical and Scientific Staff

Assoc. of Government Supervisors and Radio Officers

Assoc. of Managerial Electrical Executives

Assoc of Professional, Executive, Clerical and Computer Staff

Amal. Socty. of Boilermakers, Shipwrights, Blacksmiths and Structural
Workers

Assoc. Socty. of Locomotive Engineers and Firemen
Assoc. of Supervisory, Technical and Managerial Staff
British Airline Pilots' Assoc.

Civil and Public Services Assoc.

Civil Service Union

Electrical, Electronic, Telecommunication and Plumﬁing Union’
Engineers and Managers Assoc.

Electrical Power Engineers Assoc.

Furniture, Timber and Allied Trades Union

Greater London Council Staff Assoc.

General and Municisal Workers' Union

Institute of Professional Civil Servants

Iron and Steel Trades Confederation

Managerial, Admin., Technical and Supervisory Assoc.
Nat. Assoc. of Local Government Officers

Nat. Craftsmen's Co-ordinating Committee

Nat. Socty. of Metal Mechanics

Nat. Union of Blastfurnacemen

Nat. Union of Public Employees

Nat. Unicn of Railwaymen

NUSMWCHDE Nat. Union of Sheet Metal Workers, Coppersmiths, Heating and Dowestic
Engineers

POEU Post Office Engineering Union

SCPS Socty. of Civil and Public Servants

SIMA Steel Industry Management Assoc

SPOE Socty. of Pést Office Executives

. TGWU Transport’ and General Workers' Union

TSSA Transport Salaried Staff's Assoc.

TWSA Thames Water Staff Assoc.

UCATT Union of Construction, Allied Trades and Technicians

CONHIDENTIAL




.P'UBLIC SERVICES

1.

NHS Administrative and Glarioal_ !125,000)

Settlement date: 1 April
Main Unions: NALGO, COHSE, NUPE

The staff side is claiming a substantial salary increase, restoration
for the future of the link with non-industrial civil servants, broken
in 1980; recoupment of the money lost since then as a result; annual
leave improvements; and (separate from the main negotiations) a 35 hour
week, At the meeting on 28 July a "final! inanagement gide offer o:F
5.9 per cent onbasic pay plus other improvements intended to comprise
a 6 per cent package was rejected. The next meeting is scheduled

for 25 August.

Comment

Now that the Civil Service has settled there is some hope that the
staff side will accept the 5.9 per cent offer in August as on this
occasion management side seem determined to preserve a small percentage
for resolution of other problems.

NHS Ambulancemen Q 11,000)

Settlement date: 1 January

Main Unions: GMWU, NUPE, TGWU and COHSE

The trade union side of the Whitley Council is now ready to settle within
the 6% pay factor but unions need to decide among themselves whether to
opt for a 12 month or 15 month settlement (61% or 72% on basic rates) and
whether to take flat rate or differential increases. They will decide
on 3 August, and thereafter joint secretaries will agree a settlement.

A review of terms and conditions of employment with particular reference
to the feasibility of a salaried structure will begin this summer, All
official industrial action has been called off.




% Ambulance Officers (3,300)

Setilement date: 1 February

Unions: NALGO, COHSE, NUPE, TGWU AND GMyU S
The Staff Side consulted members on alternative offers made on 15 April for
~ambulance officers and control assistants. The offers were (1) 6.04% on a1l
basic salaries to cover the 12 months to 31 January 1982; and (2) 6.34% on
all basic salaries to run for 14 months to 31 March 1982, together with 1 to 5
days additional leave for certain staff to match levels for ambulancemen taking

 into account the current offer to ambulancemen. Neither was acceptable to the
officers and the Staff Side consulted the membership on their willingness to }
take part in industrial action in furtherance of an improved offer. Developments
in the ambulancemen & Council are expected to produce a more favourable reaction
to the offers and the JNC will reconveen on 12 August when it is expected that a
settlement within 6% will be reached.

Comment
An offer which broadly preserves relativities with ambulencemen will probably
prove acceptable. It seems unlikely that the officers will adopt a militant

attitude.

k. Nurses and Midwives (492,000)

Settlement date: 1 April
Main Unions: RCN, COHSE, NUPE

At the Whitley. Gouncil meeting on 14 July, the staff side decided - after

COnsuLLiug their membership - to accept the 6% offer on basic m and

allowances lm_ked to it. Other allowances are unchanged. The settlement is

consiatent with the NHS pay factor. Although DHSS Ministers have written to the Staff
Side about future pay arrangements there has so far been no discussion with the Staff
Side about the arrangements for next year's settlement.

Comment .

The settlement is aln important one for the NHS and will probably bring about early
settlements in other NHS groups, namely professions suj:plementary to medicine,

and other smaller groups.




..‘ Professions Supplementary to Medicine (25,000)

pBAZATLOCEL HE s i |

Settlement date: 1 April

‘Unions: various professional bodies

Y i b ST PR . L v
L SR g FEHOR0 LT I REAE dat .n LR 16 0

After rejecting- three different 6% offers .in purau:.t of a elam to update
salaries in line with New Earnings Survey figures, the staff side' 5
constituent professional associations and trade unions now recommend to
members acceptance of a 6% package giving 6% on all salary points and

T axd aevonent

. various minor improvements. These include improved emergency duty allowances
for radiographers and a # hour reduction in the working week for
orthoptists. The offer also provides for the immediate inclusion in the
negot:.atn.ng machinery of certain 'ad hoc' groups such as art and :Lndustr:.al
~therapists and bmld:.ng instructors.

Comment

A settlement is now possible without further negotiating meetings. The
outcome of membership consultation is expected next week. :

6. Medical Laboratory Scientific Officers (16,000)

Settlement date: 1 April
Unions: ASTMS, COHSE, NALGO, NUPE

‘At the fourth meeting of the Committee on 10 July, the Management Side made
a final offer of 6% on all salary points and on each emergency duty rate. The

Staff Side agreed to put this offer to the staff and reply by the end of the month.
A aattlemant ‘has now been reached.

7. NHS Maintenance Craftsmen and Assistants (24,000)

Settlement date: 1 January
Unions: EETPU, CSEU, NUPE, COHSE, TGWU, GMWU, FTATU, UCATT

The offer earlier accepted by MHS maintenance electricians and plumbers (partial
consolidation of bonus earnings giving 6% in new money) has now been accepted by all




‘amaining groups, namely ‘skilled and semi-skilled engineers and building and
civil engineering craftsmen and labourers.

~ Comment ;
' ‘pazbod.Igmotasstory vuotasv

Conclusion of these and other main settlements with NHS ‘impmvea the prospects
for early settlements in the more senior works staff groups.

. P 3




. 8. NS Area and District Works Staff (3,900)

Settlement date: 1 April

Main Unions: STAMP, ASTMS, NALGO, COHSE, NUPE

L

At a meeti.ng of the comm:n.ttee on 2 June the management aide had offerod an _
increase of 5. 4% in baaic pay and higher increases in the rates for emergency duties,

| conditional on the acceptance by the Staff Side of the full PTB council, that

a small proportion of the pay factor should be reserved in each committee to
fimd improvements other than improvements in basie pay. At a subsequent meeting

of the Council the full PTB Staff Side had taken the view that this year there

~should be no reserve fund of the kind prpp?eed,

Menagement Side reviewed its position in the light of the Cowncil Meeting and at

a committee meeting on 22/7 offered an ipcrease of 6% on pay point and on the
rates for on-call stand-by-dates. The Staff side indicated that it would c.::oﬁsult
the staff and respond by the end of the month. It also indicated that staff were
anxious that a settlement should be reached without further delay and it therefore
seems likely that the offer will be accepted.

9. Police - Home Departments (134,322)

Settlement date: 1 September

Main Union: Police Federation

At the meeting of the full Police Negotiating Board on 22 July, agreement was
reached on an increase of 13.2% from 1 September on all salaries of federated
ranks and superintendents in line with the Edmund-Davies fﬂmula. Thjl.s permits
police pay to be adjusted in line with the year on year movementém the average
earnings index. The increase between May 1980 and May 1981 is 13.2%. The
agreement is the basis of a recommendation to the Home Secretary who will accept
in time for implementation on the settlement date. The settlement was announced
by the Home Office on Friday 24 July. ;




‘ Fire Service (36,500)

Settlement date: 7 November
Main Unions: FﬂU,NﬁFD

At a meeting of the Fire Service Joint Negotiating Council on 24 July thé Management
Side sﬁva an undertaking that they would honour the index linking agreement for

. Fire Service pay in the 1981 pay negotiations. The Management Side had previously
indicated that it was their intention to discontinue indexation. This change of
policy reflects political changes in the GIC and AMC groups.

Tﬁe indexation ngreemenf has been in operation since 1977 and links Fire Service
‘pay with pay of the upper quartile of Male Manual Workers given in the April New
Earnings Survey with adjustment to the account of any further movement between April

and their November settlement date.

Comment |

Restoration of indexation will almost certainly lead to a settlement in excess of the
6% pay factor in the Rate Support Grant for 1981/82. The Fire Brigade Union had

iﬁdicated that industrial action would follow if indexation was not honoured.

11. Non-Industrial Civil Service (562,000)

Settlement date: 1 April
Main Unions: CPSA,SCPS, IPCS, IRSF, CSU

Following informal discussions between CSD officials and représentatives of the
Council of Civil Service Unions (CCSU) the Government put revised proposals to the
union side on 17 July. After a reassessment of the amount available within the cash
limit, the Government has offered to increase basic rates of pay by £30 per head in
addition to the previous 7% offer. The Government has also given an assurance that
it will accept recourse to the Civil Service Arbitration Tribunal in 1982, if it
proves impossible to achieve a negotiated settlement. This is on the understanding
that the Government reserves the right to ask the House of Commons to approve setting
aside an award on grounds of overriding national policy.

The Union have consulted their membership and on 30 July the CESU voted to accept
the offer and return to work.




~1_2 Industrial Civil Service (148,000)

Settlement date: 1 July
Main Unions: AUEW, GMWU, GIWU, UCATT, EETPU

The wnions' claim is for basic pay to be increased in line with the cost of

living since their last settlement; for the number of conditioned hours in

the working week to be reduced; and for the holiday entitlement to be increased.
. They have also made clear that they wish to reserve their position on alignment

of their settlement date with that of the non-industrials and that they require

a statement of 1ntent on pay determination in the future.

An offer worth 7% to run for the year from 1 July 1981 was made on 1 July.

The union side was offered the same assurances about the 1982 pay negotia;ions

as the non-industrial civil service and told that the Government would in due

course be ready to discuss pay determination for 1983 and beyond.

The union side said that it had wanted to receive alternative offers which
could be put to members: a package worth 7% for 12 months or 5% for 9 months,
the latter enabling alignment of their settlement date with that for the
non-industrials. They made it clear that they were not prepared to put the 7%
offer by itself to their members.

CSD Ministers have now made a new offer which:

(a) gives the unions a choice between a 12 month and 9 month settlement
- from 1 July 1981;

(b) TFollowing the recent offer to the non-industrials, increases the level
of the offer to 73% for a 12 month settlement and 58% for a 9 month settlement.

They have also extended to the industrials the assurance given to the non-industrials
that the Government would enter into negotiations in 1982 without a predetermined
limit on settlement costs.




13 Local Authority APT and G Group (630,000)

Settlement date : 1 July
Hain'union e 'NALGO St R Tub b edmb $neme (3 del
o S SR e e JOATA M i e
An offer worth 7 5% has been accepted It will give an 1ncrease of 7.3% for
Lmost staff with the’ remainlng 0.2% being used for ‘the restructuring of lower
hh\gradas. ‘The union’s‘claim had been for an imrre&ue worth 13-14% plus - other
"'improvements. 263, 05 8bsm . cbypws LE0K and. nd psnsvnlyil e

vilerl, Ba iwp

- 31

Hand Baj

Comment

Thlﬂ Bettlement is in accordance w;th the ‘level of settlement reached for other
local authority groups. It will be left to 1nd1v1dual employlng authorxt1es
to meet the cost in Excess of the 6% pay factor but thlﬂ nay 1nvolve further
manpower reductzons. ' i

0 irths, Marriages and Deaths
Settlement date 1 July

Unions:  : NALGO, SORO

:Diaoussions‘boniinﬁe on this regréding ola{ﬁt_ Industrial action is also
continuing. Ll e ¥ '

4 .
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~ 15.  Looal Authority Chief Executives, Designated Chief Officers
Vol and Deputies

Chief Executives (453)

Settlement date: 1 July

Unions ALACE

Designated Chief Officers and Deputies (2,500)

Settlement date: 1 July

Union: Various professional officers associations; NALGO

A settlement has been reached ft;r both groupe giving increases of
2% from 1 April 1981, to remove discrepancies with other white

collar staff which arose last year following the APT and C arbitration
award, and 7.5% from 1 July.

Comment

The 2% increase prevents inverse differentials developing between

the Chief Officers represented in the JNC and those ch.i.gf and Deputy
Chief Officers represented in the JNC for APT and C Staff.

GLC/ILEA APT&C Grades (19,000)

Settlement date: 1 July

Unions: GLCSA, NALGO, NUPE

The union side has submitted a claim for an increase of 12. 1% based on
inoreases in various cost of living indices. The employers have now
formally offered a package worth 7.5%. The unions have agreed to con-

sider this offer, but there is unlikely to be any further discussion until
the middle to end of August. :

Metropolitan Police Traffic Wardens ‘1,100)

Settlement date: 1 July
Main Union: Civil Service Union




L 2Bl

~ to the Local Authority API‘ and c miscellunaauu gradu uhich cover nrovinei-l
traffic wardens. Settlemanta for the Hetropolitm Police Traffic Wardens
'nomlly follow thia group. No otfer haa yet bean made. CBD is considering

,”the clnim nnd no maating ha.u yet boan urrangad.

CSU are claiming a pay link with Civil Ser\r:lce security grades and have
' requastad 'I:hat the question he put to arbitration.

18. Mﬂ atrla.tes Courts and i’mbation Service

Settlement date: 1 July
Unions: AMO, CPSA, SCPS.

Settlemanta have now been reached for theaa groups reault:lng 1n an increase
‘of 7.5% for sta.ff in Ha.giatratea Courts and ?.9% for proba.tion aervice staff.
Both settlements are baaed on the eettlement reached £gf local authority

APT end C graden. ~ Phe 7.9% in the probation aewicgéj.neludes' provision
to go part of the way to restore their traditional link with soc:La.l workers.

|




~9. linw Townsa Whitley Council Grades Gi3 (7,800)

Upper Salary Range kBOO) = uettlemnnt date._l1 hpril
: _ Union: NALGO I
: Gfeﬂee"I;IX'(%ﬁoqﬁ T o Settlement date: 1 July
o Mmevoy o) BabAy auoanallogs L b NM.GO X ..["_f"'.'
; rlod nsdf logoriel sl aralited ! JBrabis
ThereIEQe“iﬁb‘greuﬁeocovefedtby the thtley ‘Council negut;at1ons those 1in
the Upper Salary Range and those in Grades I-TX. Staff in the Upper Salary

 Range are by agreement percentage linked to & third group, the New Town Chief
~ Officers, who have a direct and automatic link with the Civil Service.

. ' The union has submitted a clain for the two groups covered by'negotiatfona

in the Whitley Council (the Upper Salary Range and Grades 1-Ixj which is based
on that iade by the Civil Service unions. It would give a 15% increase to
all staff but also an additional 15& for Grades I-IX to rectlfy the large
differential between the two groups. Other 1mprevenents are also ‘clzimed,
The employers estimate the total cost of the claia as up_tphkow of the paybill.
They have made an offer worth about 6% based on restructuring whi.ch would end the
automatic link between the Upper Salary Range and the Chief Officers and
therefore with the Civil Service. This was rejected by the union side and it
was agreed to make a joint reference to arbitration. 1t eea also agreed that
the award would be thdLng on both szdes (technlcally sub;ect to forual Governucunt

" approval). ACAS has been asked to make arrangeﬂeuts for the 1eque to be heard by

the Central Arbitration Committee.

Coinment

Tha principal ain of the restructuring is a desirable one. The employers'
‘case will rest on ability to pay related specifically to the administration

cost ceilings imposed by DOE (in lieu of ‘cash limits). The arbitrator aight

make an award in excess of 6% if he takes account of the traditional relationship
(acknowledged by Clegg), with local government APT and C staff. This would

be unlikely to have any significant public expenditure or repercussive effects

in view of the small size of this groupj but internal action may be necessary

by the development corporations to keep costs within the ceilings. The Secretary
of State could not use his powers of direction to overturn the award without

the probability of successful legal challenge.




Local Authority Building and Civil En
(Scotland) (10,900)
Sett;auent date: ik July B a AU

Unions: ~ FTAT, UCATT

"A'g'reenient has now been reached on a settlement worth 7.5%.
Comment '

This settlement is at the same level as that for Local Authority Building
Enployeea in England and Wales. :

Local Authority Plumbers (Scotland) ( 1515)

' Settiemant date: 1 July
Union: ' EETPU

_Ati offe:_* worth 7.5% has ‘now been accepted.

Local Authority Chief Officials in Scotland (800)

Settlement date: 1 July :
M__g_il_: union: Various profession@l officers ?a'ﬁ’ocintfous; NALGO
A% oTfer of an dnorésse worth. 7.5% from 1 July.i;aa been accepted.
~ The settlement also includes restructuring worth an additional 2% which
the Standing Commission on Pay Comparability had recommended should
be held in reserve for this purpou. :




Settlement date: 1-July

ey e A

Hniona v NAIGO. NUPE, ﬂSTMS1 B . tandab dnemelsden:
I l:‘ w ‘ i _ J:?‘ :91_‘,._ _,_!

Agreement has been reached on an increase of 7% plus some restructurzng at an

additional ‘cost 6f<0,2%. « ‘The unions had been claiming a 15% increase plus
some restructuring and other improvements. The settlement is for a 12 month
‘period and so involves no change of settlement date.

SLisE ¥ gy ‘

Settlement date: 1 July"
Unions : ASTMS, NALGO

'

Apreement has been reached on an offer of 7% plus 0.2% fqt restructuring.
The unions' had been claiming a 15% increase plus some restructuring. The

settlement does not involve a change of settlement date.

25, Academic Staff in Central Institutions (Scotggpﬁ).(13105

Settlement date: 1 Aprii Wi
e : ASTMS, ALSCI
QIMM janciintsnans

A
DR A .

" The unions are recommending to their maﬁbers acceptance 65';n offer worth Gﬂ.
This.follows an:arbitration award of €% for lecturers in Qpiiegeg of Education
© roiiibithe.outcome of which had been awaited by this group.

5 Drame

Service Medical and Dental Officers (1400)

Settlement date: 1 April

The Armed forces Review Body's supplementary report on the pay of Service Medical
and Dental officers has now been received by the Prime Minister.

It recommends
increases which represent an additional 7% in the paybill.

It is consistent
with the increase given to  doctors and dentists in the NHS and the Government's

acceptance of the Review Body report was announced on 31 July.




KEY TO ABBREVIATIONS

ALACE
_ALsCI
A

Association of Local Authority Chief Executives

Association of Lecturers in Scottish Central Institutions

ludciﬁtio:i 'n:l' Metropolitan Authorities

Adninistrntive. Professional, Technical and Clerical grades
(Local Authority)

Administrativo.Profasa:onal Technical.Exeeutiveandclerical

. An-lgauated Society of Boilermakers, thpwrighfg. ﬁlactg

and Structural Workers
Aseociation of Supervisory, taehuical and Management Staff
Amalgamated Union of Engineering Workers
Confederation of Health Service Enplnyees
Civil and Public Servants Association
Confederation of Shipbuilding and Enginuering Unions
Civil Service Union ' !
Doctors and Dentists Review Body
Electrical, Eléctronic, Telecommunication and Plumbing Union
Fire Brigades Union
Furniture Timber and Allied Trades Union

Greater London Council Staff Association

 Inland Revenue Staff Federation
- Joint Co-ordinating Committee

General and Municipal Workers Union
Institution of Professional Civil Servants

National Association of Fire Officers

National Association of Local Government Officers
National Union of Public Employees

Royal College of Nursing

Society of Civil and Public Servants

Society of Registration Officers

Supervisory, Technical, Administrative, Managerial and
Professional Section of UCATT

. Transport and General Workers Union

Union of Construction, Allied Trades and Technicians
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3 August 1981

MR. VEREKER
PUBLIC EXPENDITURE AND PUBLIC SERVICE PAY

As I understand it the general policy of the Government is to
first restrict the growth of public spending, and secondly to
ensure that more public spending goes to the private sector and
less is dispensed in pay of civil servants and employees of
Government. Thus we want to set up arrangements that discourage
the hiring of civil servants and encourage the Government to put
work out to contract or to make purchases from the private
sector.

This is all complicated, however, by the fact that if we put in’

even a notional value for pay, such as the 5% suggested by the
Treasury, this will be taken as something like a norm for purposes
of pay bargaining. It is, so to speak, what we have budgeted'for
and what they are entitled to get their hands on. And, as you say,
they will be entitled to believe that with a bit of muscle they
can get another 2% or so.

My first preference, which however I am sure is impossible, is to
work in terms of a zero percent for the wage bill of each of the
major departments. The non wage element would be inflated at the
expected 10%. This would then present the departments with a
total wage bill which would give them a mixture of cutting their
employees and increasing wage rates, pari passu. Similarly the
departments would be induced to put more work out to the private
sector since their non wage inflation factor is 10%.

The argument against this approach is that it would squeeze those
departments that are labour-intensive far more than those which

have a small direct labour component. Similarly, those departments
that have economised in previous years and have now a relatively
small wage bill, will be penalised relative to those which
maintained a large direct labour component. (Incidentally, I
think your distinction at the bottom of page 1 between labour
intensive and capital intensive programmes is a little misleading:
what you should distinguish between is direct labour intensive and

non direct labour intensive programmes. The fact that the public

/authority does not




authority does not spend money directly on wages but spends it
on acquiring goods from private industry, does not imply that
such expenditure is not labour intensive; it may well be.)

'+ My objective in switching to a wage bill norm instead
of a pay figure is to induce an incentive to cut the direct
labour force. Of course to some extent this depends upon the
fact that the department will negotiate rates individually with
the labour force employed by that department or its constituent
agencies. For example, it seems to me that it might be a very
good thing to have a wage bill norm of zero percent increase gl
for example, higher education.

However, granted that the wage bill norm is a non-starter, I am
still very much inclined to your view that we should put a low
figure on the pay assumption and a high figure on the non pay rate
of increase. My main reason for doing this is that I regard them
as shadow prices in negotiating with departments on their policy.
What we want to see is departments reducing their direct labour and
putting more work out to the private sector. Thus our price
indices, for planning purposes, should reflect this predilection.
Thus I would be inclined to your view for zero percent for pay and,

say 13% or 14% for non pay expenditure. Now you may object €hat
these are not 'realistic" as expected inflation rates. Of course
thev are not. Thev are meant to be planninz magnitudes. And
planning is concerned primarily with day-to-day decisions

not with realised values. Departments should be aware that they
will be treated much more leniently in terms of their cash planning
if they economise on direct manpower and put more work out to the
private sector. I think that this épproach would fit rather nicely
into the concern that you have that any figure we put into the
planning process will be used as a base figure for pay bargaining.
If it is zero then I do not think that it will provide very much
leverage. I would regard this aspect of the planning process as a
secondary matter. But I may be completely wrong since politiecally

.and in terms of the pay bargaining process it may be a dominant

consideration.

/I have stated




I have stated these conditions in rather stark terms.

But it is possible to develop more sophisticated rules that take
into account the relative direct labour intensity of different

departments. I doubt, however, whether it is worthwhile at this
stage to elaborate any further.

%3 August 1981 ALAN WALTERS

ce Mr. Duguid
Mr. Lankester -~

Mr. Ingham




ce: Mr. Duguid
Mr. Lankester
Mr, Ingham

MR. WALTERS

Public Expenditure and Public Service Pay iﬁl_’

The Treasury has started thinking about the interactions
between decisions on public expenditure and pay in the public
services between now and next Spring; and I attended a first
discussion of the issues, chaired by Gordon Downey, on Friday
morning. Decisions on the pay and price factors will have to
be made fairly early in the Autumn, and it would be useful to
have your views on how we approach these before you go away:
and I have a preference of my own which I would like to put to

you.

Timing

Decisions on pay and price factors for the public expenditure
survey and for the opening of hegotiations with local authority
manual;2$§ mid September - six weeks earlier than last year, as
a result of the decision to go over to cash planning, The consensus,
which I share, is that these decisions should be announced and
explained at the time they are made, rather than allowed to leak
out and give rise to misunderstandings. But clearly both, and

especially the pay one, will give rise to controversy.

One factor or two?

It is perfectly possible to combine these into one factor,
and there is a line of argument in the Treasury which still argues
for that. But since the inilatiqn assumption has now worsened,
the gap between the two is so large that a single factor would
lead to massive distortions between labour-intensive and eapital-
intensive programmes, and a very messy series of negotiations
between the Treasury and spending departments to straighten it out,
So the consensus is for two factors, and the Treasury will propose
5% for pay and 10% for non-pay.

/ These figures

CONFIDENTIAL




These figures are of course a compromise between a political
judgement of what the public will swallow by way of a forecast
drop in living standards, and an economic judgement of what is
needed (in the case of pay) or expected (in the case of non-pay).
On the latter grounds the figures probably ought to be 4% and
11% respectively.

Announcing in mid September a 5% pay factor for the public
services will get us into considerable difficulty. In the first
place, it provides a figure (and one with an unhappy recent political
history) against which the unions can combine to destfoy. Second,
it looks like a norm, just as the 6% pay factor last Autumn did,
Third, because we have promised the Civil Servants that we will
not pre-determine cash limits, Civil Service Unions will (justifiably)
regard it as a base and expect around 2% more. With the explicit
prospect of a 5% fall in living standards of wage earners, the
chances of holding to the pay factor will be slim,

A provisional pay factor of zero

One way round these problems, which does cause considerable
internal difficulties for the Treasury, would be to announce that the
pay factor would be provisionally put at zero, and that revisions
would subsequently be made in line with the pay increases agreed,

I think we could get away with explaining that this is not in any
sense a pay freeze, simply a form of zero-based budgeting: all pay
increases would have to be justified, and we would expect a range

of settlements in the public services. It would solve the Civil
Service problem, and it would be consistent with our overall approach
to pay, which is that there may well be gome groups for whom no pay
increase at all is justifiable (in practice, I doubt if that would
apply except perhaps in the case of the teachers). But the Treasury
point out that the decision to go over to cash planning is based on
the intention to provide Ministers early in the Autumn with figures
reflecting actual costs, and that a 0% plus 10% formula would distort
the basis for their decisions by concealing the cost of labour-

intensive programmes. I am inclined to think we ought to find a
&£,

/ way round that,




way round that, perhaps by providing Ministers with two sets of
figures, one containing the 5% assumption and the other with 0%.

In any case the true figures, or at least well informed assumptions,
would have to be written in before the New Year.

Do you, or other recipients of this minute, see merit in this
approach? The Treasury's intention is to have the Chancellor
minute the Prime Minister on the basis of the 5% and 10% factors,
proposing that if she agrees she might hold an ad hoc meeting of
Ministers controlling substantial public service pay (Messrs. Jenkin,
Heseltine and Soames, plus Prior) early in September. Lord Soames
is apparently only available on 10 and 11 September.

i M. M. YEREKER

3 August 1981

VTITRER ﬂm
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MR. Liwémn c. Mr, Ingham
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The only issue to which vou may wish to draw the Prime ‘3
Minister's attention in the monitoring report dated 10 July ﬁ?
sent to her by the Chancellor is the question of the treatment

of the forthcoming arbitration award for British Rail (Item 9),

This is significant in two senses. If, as expected,
Lord McCarthy's recommendation is several points over the 7%
which is the maximum that can be financed within the EFL

Ministers will-fage an awkward decision as to whether the EFL'
should be increased or the railway strike faced., In theé

—

expectation that the arbitration award would be known at the

end of last week, this was planned for E this coming Thursdﬁy;
but we do not now expect the award un£;T-&hursday, so presumably
the discussion will have to be postponed.

And it is generally expected that the arbitration award
will affect the prospects for a strike, already planned for
20 July, on the London Underground (Item 10). Certainly the
tube workers will expect whatever BR get, but those negotiations
are of course complicated by the relationship between London
Transport and the new GLC, who are facing up to the financial_
reality that they cannot both lower fares and increase wages.
The Contingency Unit met this morning to look at the prospgz%s
for a tube strike, and heard advice that the liklihood was
assessed at EQEF the usual contingency arrangements for an

underground strike - which concentrate on emergency clearways

on main roads, and extra car parking spaces - will, if necessary,
be put into effect. If there is a strike, it may well last
for as long as two weeks; Mr. Fowler will be reporting to the

Prime Minister as soon as the decision is known,

13 July 1981 CONHDENT|AL
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10 DOWNING STREET

THE PRIME MINISTER ; 13 July 1981

("‘

|
/
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Thank you very much for your letter of 7 July about pay in
1981/82, and for the document which you enclosed with it, which

]

I found most interesting.

I need hardly say that we very much share the CBI's view of
the importance of the coming pay round because of the impact it
will have on our national competitiveness, and hence on the

prospects for industry and employment,

I found the analysis on page 10 onwards of the document
on private sector labour costs most revealing, and I was also
inlerosied in the information -~ later in the report - on the
inereasing tendency towards longer holidays and shorter working

hours.

/ i’
\/
/
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CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP
01-233 3000

PRIME MINISTER

MONITORING REPORT: PUBLIC TRADING SECTOR

I attach the latest pay monitoring report on the public
trading sector. I do not think that there are any

particular issues to which I need draw attention on this

report.

2. I am sending a copy of this minute to the Home
Secretary, the Chancellor of the Duchy, the Secretaries

of State for Industry, Employment, Environment, Energy,
Trade and Transport, to Mr Ibbs and to Sir Robert Armstrong.

by
(G.H.)
1 July 1981

ovedd b mw,mwmm.d.stuzdt‘n h-l;
(‘Tr e ) Abraaz.)
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PAY MONITORING REPORT ~ PUBLIC TRADING SECTOR

1.

British Nuclear Fuels Ltd - Industrials (8760)

Settlement date: 1 July ) ,///

Unions: GMWU, AUEW, TGWU, EETPU

The Company at first offered 7.5% and later moved to 9% on all scales.
The unions have agreed to recommend acceptance of the improved offer,
which- is to be put to shop floor meetings. No difficulties are
expected in obtaining final ratification., The settlement includes

a shortened working week from 1 January 1982, The length of the
revised working week has not yet been determined. A Jjoint working
group has been set up to study the matter and to resolve problems of
implementation. The Company hopes the arrangements for the
introduction of the shorter week will include measures of rational=-
isation which could save money,

BNFL's estimate of the total cost of the settlement is 8.5% on the
paybill,

United Kingdom Atomic Energy Authority - Staff (8700)

Settlement date: 1 April
Unions: IPCS, CPSA, SCPS, AGSRO

UKAEA salaries are directly linked to those of civil servants and the
settlement of the Authority's scales therefore awaits the conclusion
of the central civil service settlement. The main unions are civil
service unions currently in dispute with the Government. There has
been some particgpation by the Authority's staff in the civil service
industrial action, but at present this does not extend beyond 8
blastblowers at Harwell, The 20 or so workers at Dounreay who had
been on strike have returned.




CONFIDENTIAL

Electricity Supply - Clerical and Administrative (50,000)

Settlement date: 1 May
Union: NALGO

The expected settlement on the terms-previously reported has been
confirmed., It provides:

(a) for administrative grades, the same terms as the engineers,
ie 10.8% on salaries tapering at the top to 9% ;

(b) for clerical grades, 10.8% on salaries for the top grades
tapering to 9% at the bottom of the scales

All grades obtain a one~hour reduction in the working week from
1 October 1981. Most of the cost is expected to be absorbed without
increase in the salary bill.

The Council assesses the total cost over a full year at under 1%

Water Services = Non-manuals

Settlement date: 1 July

Settlements have now been reached with all three white collar groups.
As expected, the recommended offer to staff (31,500), the terms of
vhich were reported previously, has been formally accepted. Senior
staff (500) have settled for a similar 10.9% increase on salary
scales but tapering to 10% at the top where scales overlap with those
for chief officers (500) who have also settled for a 10.% increase.

British Steel Corporation (All proups ~ 112,700)

Settlement date: 1 January

Unions: BSC-ISTC, BSC-NCCC, NUB, GMWU, TGWU, MATSA, ACTSS, ASTMS,
APEX, SIMA

The Corporation obtained the agreement of all unions except ISTC to
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its 'survival plan" and to pay increases of 7% from 1 July, with

no increase from 1 January. ISTC has rejected the offer and refused
national agreement on the survival plan, although they are willing
to engage in local negotiations on redundancies in particular plants.

The issues came before ISTC's Annual Conference in the week of

16 June, the outcome being that the union decided to drop its
opposition to the pay proposals. It is not clear whether this means
ISTC will actually subscribe to the agreement, but in any case BSC
implemented the increase on 1 July.

The Times reported on 20 June that on‘top of the 7% steelworkers
vould be receiving additional money of the order of 3% to 4.5%
from increased productivity payments. Department of Industry has
“asked BSC about TATS apparently new item, and the Corporation has
explained that it is not a part of the 1981 settlement. Locally
negotiated productivity schemes yielding iump—sum bonuses were an
element of the 1980 agreement which followed the prolonged strike.
The schemes had an initial life of one year and extensions have now
been negotiated. The Corporation has stipulated that the increased
bonuses flowing from such negotiaticns must be financed by improved
productivity.

British Airways (A1l pgroups 50,000)

Settlement date: 1 January
1 April for pilots

Unions: TGWU, AUEW, ACTSS, AUEW (S & T), APEX, ASTMS, GMWU,
FTATU, UCATT, BALPA

Settlements have now been agreed for the larger part of the work force.
Negotiations have been taking place in the National Sectional Panels

on the basis of the Board's offer of 8% from 1 April, with no

increase from 1 January. The distribution of the available sum has
not been the same for all groups, but each Panel has kept within

the planned overall cost.
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Three groups have not yet finally fallen into line. These are the
ramp workers and cabin crews who are negotiating on detail, and
the pilots. Negotiations for the pilots, whose increase would

not be implemented until 1 Juiy, are moving only slowly., The
pilots have neither rejected nor accepted the basic principles of
the offer and there is the further difficulty in their case that
anomalies left over from last year's restructuring need to be
corrected and the Board wishes to do this without exceeding the
cost for the group of the general pay offer.

Civil Aviation Authority (All grades.- 8,000)

Settlement date: 1 April
Unions: CPSA, CSU, IPCS, SCPS, UCATT, EETPU, AUEW, GMWU, TGWU, NUSMW

CAA staff were originally'civil servants and remained civil servants
until 1975 when they become direct employees of the CAA. Since then
their 1link with civil service pay has been maintained by agreement
and increases have been in line with those agreed for civil servants
with only minor variations. Four of the unions are civil service
unions currently in dispute with the Govermment on the central

civil service pay claim,

A proportion of the air traffic control staff continues to support
the civil service action with a campaign of selective strikes which

. cause considerable disruption to services on the selected occasions.

Passenger Transport Executive Non-Manual Staff (5,500)

Settlement date: 1 April 1981
Unions: NALGO, ACTSS

In September 1980 this group negotiated a staged settlement which
changed their ASD from 1 September to 1 April and gave increases in
average earnings calculated at 13.29% for the 12 months period from
1 September 1980, In the present round offers of increases, from
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1 April 1981, of 6%, 6.5% and finally 7.5%, have all been rejected.
Union members have been asked to vote on whether to take industrial
action in support of an improved offer. The results of the ballot
are expected on 11 July.

British Rail (Clerical and Conciliation grades - 150,000)

Settlement date: 20 April 1981

Unions: TSSA, ASIEF, NUR

The 3 rail unions submitted a claim for "substantial pay increases"
on 19 March, Negotiations opened on 13 April with an offer of 7%
increase on pay rates which union negotiators rejected. Further
meetings were held on 16 and 21 April at which BR were unable to
improve their offer.

The unions then decided on the unilateral reference of their claim

to the Railway Staff National Tribunal and both sides presented their
cases on lMonday 8 June., In line with their annual conference

(2-10 June) decision, ASLEF is reportedly threatening strike action
over investment levels and possible cuts in services which would
affect earnings and jobs.

The NUR considered the same issues at their annual conference last
week, BRB take the view that no official trouble is likely in advance
of the meetings which will follow Lord McCarthy's recommendations,
which are now expectegrggggggtthe middle of this month, The
Secretary of State for [/ will be consulting colleagues about

the likely impact of the arbitration award on the Boards! EFL.

London Transport Executive (Rail Supervisors, Booking Office and
Conciliation Grades - 15550)

Settlement date: 20 April 1981
Unions: ASLEF, NUR, TSSA

Claims for a 12,5% pay increase were submitted on %1 March. The
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unions have rejected offers of 6%, 8.5% plus a day of annual
holiday and discussions on reducing hours, and 8% on basic rates
plus productivity payments would could 1lift some drivers increases
to over 15%. ’

In an attempt to persuade the GLC: leadership to make more money
available to improve the last offer the unions have set up a
£500,000 strike fund and is now seeking support from other transport
unions.

The leader of the GLC has now said that he will more than match any
increases which resulted from the RSNT recommendations.

London Transport Executive (Rail Workshops Wages Grades - 3000)

Settlement date: 22 April 1981

Unions: ASBSBSW, AUEW, EETPU, FTATU, NSMM, NUSMWCHDE, NUR, TGWU,
UCATT

In response to a claim for 12.5% pay increases BR has offered a
package worth Just over 8.5%. The unions have not yet replied (but

see item 10).

London Transport Executive (Road Workshop Wages Grades - 3540)

_ Settlement date: 22 April 1981

Unions: ASBSBSW, AUEW, EETPU, FTATU, NUSMWCHDE, TGWU, UCATT

Road Workshops grades have accepted the same package as LTE Bus
Drivers and Conductors - 8% on basic pay, a minor bonus improvement
worth some 0.5%, one extra day of annual holiday and a promise to
consider the possibility of a 38~hour week. LTE has heen warned by
the TGWU that their road staffs'! settlements will have to be
re-opened if any group (eg rail staffs) is offered more.
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13. British Transport Docks Board Mlon-registered Manual grades -~ 3%3%00)

Settlement date: 22 April 1981
Unions: NUR CSEU, EETPU, TGWU, UCATT

A claim for increases in line with the annual movement in the RPI
was discussed at a meeting on 13 May, when the Board's initial offer
of 7% was rejected. A revised offer of 7.5% was rejected and the
Board made an improved offer of 8%.

Unicns'! representatives undertook to consult their Executives‘on the
offer and talks resume on 22 July.

British Transport Docks Board (Non-Manuals ~ 1740)

-

Settlement date: 20 May 1981

Unions: TSSA, NUR, EETPU

Talkg on salaried grades' pay opened on 23 June and were adjourned
until 22 July without an offer being made.




10 DOWNING STREET
PRIME MINISTER

This letter from Ray Pennock
about the CBI's 1981/82 pay
campaign, and the document

enclosed with itI has some good

material in it. You will find
W :
the analysis ofi labour costs on

page 10 onwards, and the informa-

; —— -
tion on the rising tendency

e o sl s b A AN L SN D
towards longer holidays and

i e S T ki A
shorter hours (pages 44 and 45),

interesting.
———————

I attach a draft reply for
you to send.
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PAY IN 1981/82

I have mentioned to you in recent meetings that we
were planning to hold two conferences of chief executives
and industrial relations directors from a wide range of
companies and employer organisations to discuss an agreed
course of action for pay settlements in the twelve months
ahead.

Approximately 140 attended the conferences which
were held on 18 and 25 June and I thought you would be
interested to know how the discussions developed there.

The conferences began with two fifteen minute
presentations by the CBI's Chief Economic Adviser and the
Director of Social Affairs. Their main themes were as
follows:

On the economic front

Since mid 1980, settlement levels have reduced
substantially - for example from an average of just
over 16% in manufacturing to a current average of
about 8%. Although this has been a substantial
achievement, it has been insufficient to prevent a
further decline in output, employment, profitability
and above all competitiveness.

Our labour costs have risen consistently faster than

our competitors' (for example by 25% compared to their
10% on average in 1979/80). Unless we can reverse

this by higher productivity and lower pay settlements

we cannot hope to reverse the decline in competitiveness.

High pay settlements have eaten away at real profits
(forecast at 2% for 1981, apart from the North Sea).
This has led directly to falls in investment and
employment.

Unless labour costs are contained, inflation and
unemployment will rise, output will stagnate and
eventually fall back and profitability and investment
will remain intolerably low.




On the industrial relations front

We must ask whether the "realism" of the last twelve
months has been based on fear or understanding;
whether there has been a change of behaviour or of
attitude.

Pay bargaining in the last twelve months has resulted
in settlement levels well below the Retail Price Index,
and a considerably wider distribution of settlements
than in previous years.

There has been much less evidence of a "going rate".

In sharp contrast to 1980/81, and despite a wide spread
within the sectors, there has been far less disparity

in settlements between private sector manufacturing,
nationalised industries and public services (see Chart 32
in enclosed booklet).

We have further handicapped ourselves by substantial
concessions on working time, in advance of our competitors
(nearly 50% of British manual workers will be on a
standard week of 39 hours by next year).

Industrial relations pressures may well increase in
the next twelve months, making low settlements harder
to achieve.

Economic pressures, on the other hand, particularly
of unemployment and cash flow, will still be there.

It will be up to managers to swing the balance. They
will have to set firm objectives of planning ahead,
explaining the realities of business, aiming for fax,
far lower settlements than in the previous twelve months
and avoiding further concessions on working time.

As someone not involved in their preparation, I can say
that the presentations were thought to be first class, with
the analysis fully accepted. We were encouraged to repeat
the presentations as widely as possible - for example with
appropriate members of the Cabinet, with the Permanent Secretaries,
with union leaders and with our members throughout the country.

A good deal will depend on the will of managers to
carry through lower pay settlements. This in turn will
depend on their understanding in depth the economic and
financial constraints facing business and thus being
thoroughly equipped to communicate these realities to employees
well in advance of negotiations.




Employers in the public services, nationalised
industries and the few parts of the private sector with
relatively high profits which might encourage trade union
pressure will have a critical task - to avoid exporting
unemployment to the rest of the economy through high pay
settlements.

It was also agreed that it would be wrong for the
CBI, or the Government, to propose any norm for settlements
in the coming months, although it was clear that they must
be reduced substantially. Some companies doubted whether
they could afford any increase at all.

In addition to the immediate tasks for individual
businesses, there was the wider task, particularly for
the Government itself, and for the CBI, to do everything
possible to influence the public climate on pay and reduce
expectations by full and constant explanation of the '
realities of our economic problems.

We shall be doing everything we can to get these
messages across in the weeks and months ahead.

I am enclosing a copy of the illustrated text of
the presentations which you may wish to pass on to your
staff.

I am sending copies of this letter to the Chancellor
of the Exchequer and the Secretary of State for Employment.

\-lu.-ws ou:m.::d.au

The Rt. Hon. Margaret Thatcher, MP,
Prime Minister,

10, Downing Street,

London, SW 1.
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THIS TIME LAST YEAR

In the middle of last year, manufacturing settlements were
running at 16% (and earnings in the economy as a whole had
risen more than 20% over the previous year).

The effects of excessive pay increases were beginning to be
seen clearly.

First, in soaring inflation (Chart 1). Between mid-1979 and
mid-1980 retail prices had risen by about 21%.

Second, in slumping output (Chart 2). The top line shows the
fall in gross domestic product from mid-79 to mid-80, the
bottom line the steeper fall in manufacturing. The vertical
axis shows how output compares with its 1975 level - shown
as 100.
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The effect of excessive pay increases was also beginning to be
seen in rising unemployment (Chart 3) = from about 1% million
in mid-79 to over 1% million by mid-1980.

It was showing up much more clearly in slumping profitability
(Chart 4) ; with the real rate of return on capital falling
from an inadequate 4%% in mid-79 to under 3% by mid-1980,.
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DEVELOPMENTS OVER THE PAST YEAR

Last summer, the aim was to get far, far lower settlements
during the following 12 months,

In fact, they've been roughly halved. In’the last few months
manufacturing settlements have averaged 8%. An important
achievement, but it hasn't been enough.

The halving of pay settlements has contributed to a near
halving of price inflation (Chart 5) - from 21% to under 12% -
but there have been other important factors at work as well,

It hasn't prevented:

A further fall in output (Chart 6) - particularly in
manufacturing, though there are now signs of a flattening
out.
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It has not prévented;

& A further large rise in unemployment (Chart 7), though the
rate of increase is now slowing down.

A further fall in profitability (Chart 8), though this too
may be levelling off.

And it hasﬁ't prevented a further loss of competitiveness, though
this is now flattening out too. This loss of competitiveness
really is the crux of Britain's problem.
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COMPETITIVENESS

Look at what has happened on average to our competitors' labour
costs per unit of output in manufacturing from July to July in
each year since 1976. They went up between 5% and 9% - in
terms of their currencies. E

Look what has happened to our labour costs (Chart 9) = in terms

of sterling. Up faster every year than our competitors' -
ending with the huge excess in 1979/80.

Chart 10 shows the dramatic halving the CBI estimates for the
UK increase between July 1980 and July 1981.
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But look what our competitors have done (Chart 11). Qur
labour costs have still risen faster.

And we've had no help from movements in the average level of
sterling during the past 12 months (Chart 12). It's now
roughly where it was a year ago, the recent fall having roughly
offset the previous rise. It's true that sterling has fallen
against the dollar and the yen, but this has been offset by

the rise against European currencies.
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So following the massive rise in our relative labour costs
between 1976 and last summer, there's been a further rise since
then. But it's now levelling off - thanks to lower pay
settlements, drastic de-manning and, in the last few months,

a fall in the average value of the pound (Chart 13).

But we've made only a tiny dent so far in our huge loss of
competitiveness during the past 5 years or so.

We've really got to make a significant dent in the next 12
months to have any chance of getting the economy moving
genuinely ahead again.

We've got to improve our competitiveness, because if we don't,

we won't get our exports up and we'll lose out to a flood of
imports when de-stocking ends.

The CBI is pressing Government to help by abolishing the
National Insurance Surcharge, lowering energy costs, rate
increases and interest rates. There's been some limited
success, and there is hope for more; but it would be most
unwise to rely on a major easement in these fields in the
coming year. There may also be some help from a further fall
in the pound. But again we can't count on this.

So we've simply got to keep our labour cost increases below
our competitors'.
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What does this mean?

Let's go back to an earlier chart and add in our forecast of
the average increase in our competitors' unit labour costs
over the coming pay round (Chart 14).

This is about 6% - rather less than in their current round.

The question raised in the chart is what we've got to do
about our labour costs. The answer is that we've got to
get them below our competitors' - and as far below as we
possibly can.

For this we need higher productivity and lower pay settlements.

There have been encouraging improvements in working practices
during the past year or so but their effect on productivity
has been masked until recently by the dramatic fall in output.

As this comes to an end, there should be a substantial recovery
in productivity. But other countries will be increasing their
productivity, too.

So, if we're to start recovering competitiveness to any
significant extent, our pay settlements have clearly got to
be far, far lower than in the current round.
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PROFITABILITY

Another vital reason for keeping down labour costs - closely
related to competitiveness - is the need to improve profitability
from the ruinously low level to which it has fallen.

In the CBI's Trends Survey, a record 85% of firms say that
prices relative to overseas competitors' are limiting their
exports. Total exports of manufactures have already fallen

13% over the past year; and many businesses are holding on

to markets abroad - and markets at home competing with imports =
only by their fingertips and with margins cut to the bone.

They can't continue indefinitely unless profitability improves.

It's true that, by the traditional historic cost yardstick,
profitability has held up rather well, despite a sharp fall
recently. But that's just on paper; this way of measuring
it doesn't take account of inflation.

'

Real profitability = which does ‘take account of the cost of
replacing worn-out plant at today's higher prices - has fallen
dramatically (Chart 15).

For all industrial and commercial companies, excluding

North Sea activities, it's fallen from 13% in 1960 to below
3% last year, and an estimated 2% this year. This is before
interest and tax. After deducting these, real profits are
negative.

What's happened - quite simply = is that, during the last 20
years, excessive pay settlements have eaten away at profits.
There's been a huge shift from profits to pay.

It remains vitally important to understand how ﬁiéiégaing
"paper" profits are. The point can be illustrated with
concrete examples of the cost of replacing household goods
or cars bought 5 to 10 years ago or with comparable figures
for machine tools and other equipment that now have to be
replaced in the factory.
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PROFITS AND JOBS

It must now be clear that firms that can't make real profits
can't provide jobs.

Chart 16 shows dramatically the relationship over the past 20
years between:

Falling real profitability.

More companies going into liquidation.

Rising unemployment.

This shows clearly that falling profits mean fewer Jjobs nowJ'

They also mean fewer jobs in the future.

Chart 17 shows the close relationship between real profitability
and investment.

There's a lag between earning profits and investing, and this
is allowed for - very roughly - by moving the investment line
back one year.

We shan't get the recovery in investment we so desperately
need to keep up with technological advances in Japan, Germany
and elsewhere, unless profitability recovers.

So the message is that there must be a recovery in profits
to safeguard jobs tomorrow, as well as today.
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THE NEXT 12 MONTHS

Turning to the economic background to pay bargaining in the
next 12 months, the CBI's best estimates, inevitably subject
to margins of error, are as follows:

First, inflation (Chart 18). The increase in the retail price
index on a year earlier, which was 11.7% in May, is forecast
to fall slowly to nearer 1l0% by the end of the year and perhaps
a little further by next summer.

So the target for pay settlements will have to be much below
the rise in the cost of living during the previous 12 months.

Output (Chart 19) - both GDP and manufacturing = can be
expected to be fairly flat during the next 12 months and at
best recover only slowly.
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Unemployment (Chart 20) will almost certainly continue to rise
throughout at least most of the period - only extreme optimists
expect a fall - but the rate of increase will decline further.

Some companies will produce good results, But, in aggregate,
profitability, outside the North Sea, will remain at very low
levels (Chart 21).
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.Now that manufacturing output is beginning to flatten out, a
considerable number of firms are reporting to the CBI's Trends
Survey - for June - that things are improving (17%), though
they are still slightly outweighed by those on a downward
trend (20%), with 63% saying things are flat (Chart 22).

This diversity of experience - between industries, between firms
within industries, between regions - is likely to be marked
during the year ahead. If better placed companies concede

high settlements, this could endanger the objective of a sharp
lowering of settlements generally.

THIS TIME NEXT YEAR = AND BEYOND

Looking ahead to this time next year and beyond, if we can
have a really successful pay round over the coming 12 months,

by the middle of next year we could see:

v Unemployment flattening out and possibly beginning to
fall.

' Real profits improving
Investment recovering
Inflation slowing down further.
Ifoeen ﬁhe other hand, we don't succeed in getting settlements
down and productivity up in the next 12 months, the prospects

this time next year = looking ahead to 1983 and 1984 - will be
bleak. If we fail, and labour costs are not contained: :

Inflation will turn up again (Chart 23). Government may
well feel unable, in the circumstances, to reduce taxes on
business costs, to lower interest‘;ates or to' spend more
on the infrastructure. g
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Output will stagnate and eventually fall back (Chart 24).

Unemployment will continue to rise = possibly beyond the
3% million mark (Chart 25).
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Profitability - and investment = will remain at intolerably
low levels (Chart 26).

And, on all counts, the sacrifices of the last two years will
have been in vain. So we are playing for very high stakes in
the forthcoming pay round.




PAY BARGAINING

“in this round and the next




What we are concerned with in this part of the presentation is
the industrial relations aspect of pay bargaining - what happened
up to June 1981 in the current round, and what is likely to
happen in the next year.

Optimists have called the last 12 months the wakening of a new
realism. Pay settlements have fallen sharply. Apart from the
Civil Service there have been very few strikes.

But others have said that there has been more fear than understandin¢
- more of a change of behaviour than of attitude. Well what has
happened? Let's have a look at the 1980/81 round.

SOURCES OF INFORMATION

National agreements and wages councils,

The CBI Databank survey of manufacturing, covering some
1,500 establishments,

Major private service companies, including retailing,
finance, commerce, catering and leisure,

Nationalised industries and public corporations,

Central and local government.

The information in this presentétion covers over 1,000
settlements made since last August, involving over 11 million

employees.
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In early summer last year, pay increases in the private sector
and nationalised industries were averaging between 15% and 20%,
and rather more in the public services.

MANUFACTURING SETTLEMENTS

We see in chart 27 what was happening to manufacturing settlement
levels - about 16% - in the twelve months up to July 1980.

Extending the graph into the 1980/81 round, we see that settlements
have come down very significantly to a monthly average of around

8% since January.

Note in particular two things:

First, settlements have not blindly matched the Retail Price
Index (as many sceptics said they would). 1In fact, the average
level of settlements reported to Databank has consistently been
3 to 7 points below the year on year RPI figure. Previously it
has needed incomes policy to achieve this sort of result.

Secondly, the distribution_of_manufacturing settlements has?been
pretty wide (Chart 28), This strongly suggests that negotiatofs
have had their minds very much on their own affairs, with much
less evidence of a going rate than in past years.
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.The contrast with previous years when the idea of a going rate
was, for various reasons, much more prominent, is quite marked
(Chart 29). The lines here show the smoothed distribution of
settlements in 1980/81,1979/80 - a much narrower peak - and
1977/78 - the last full year of incomes po%icy.

The CBI Databank asks manufacturing companies when reporting
settlements to assess the various influences on those settlements.
Comparability will always be a factor of some significance, if only
for labour market reasons, but in 1980/81 it has been cited as

a very important influence by under 50% of respondents

compared with over 66% in 1979/80,

There have also been major changes in respondents' assessment

of other influences (Chart 30), In 1979/80, the upward pressures
= of high profits, recruitment difficulty in the labour market

and the cost of living - fairly evenly balanced the downward
pressures. In 1980/81 the downward pressures have all been much
stronger, and not just fear of redundancy but also low profits

and price competition.
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Turning from manufacturing to the economy as a whole, the chart
shows the step reduction which has been achieved in average
settlement levels in every sector in 1980/81 (Chart 31),

A further contrast between the two years is that in 1979/80 there
was a wide gap in settlement levels between on the one hand, the
16% to 17% achieved in private sector manufacturing and the
nationalised industries, and on the other, the 25% or more in the
public services with their comparability awards. This time

settlements in all three have been at very much the same level,
8% to 10% (Chart 32),
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!&'course this reduction in settlements has been a considerable
achievement - but it does need putting into context.

EARNINGS, COMPETITIVENESS AND WORKING TIME

First, what does it mean for earnings?

The forecast for the 1981/82 out-turn is for an average earnings
increase of 11%, perhaps slightly less - compared with 22% in
1979/80. It is a more difficult forecast than usual because the
amount of drift - the difference between settlements and actual
earnings increases - may have been reduced by the recession and
its effect on overtime.

Secondly, what does it mean for competitiveness?

On the assumption of 11% earnings growth for the UK, it is estimated
that West Germany, Japan and, marginally, the USA will have -
increased earnings by less than ourselves, France and Italy by a
greater amount. But, taking the situation overall, our reduction
in settlement levels has still not been enough to arrest our
declining competitiveness - and this taking into account the very
considerable de-manning which has occurred (Chart 33).

Finaliy, what does it mean when the effects of concessions on
working time are added on?
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g%er the last two years British employers have been making
substantial concessions on holidays and hours. On holidays,
at the end of 1978 about 35% of our manual workers were entitled
to 20 days holiday or more. By the end of 1980 the figure was
-7 74% and all the indications are that it is still rising (Chart 34),

Chart 35 shows the position on hours. The vertical axis
measures the percentage of manual workers covered by collective

agreements who work less than a 40-hour standard week. The

columns illustrate on a cumulative basis the estimated percentage of
manual workers on less than 40 hours at the end of each bargaining
year. It can be seen from the fourth column that it is in

1980/81 that companies really started to pay for concessions on

the working week. And in 1981/82 commitments already made mean

that the percentage will nearly treble.

So, by this time next year, about half of UK manual workers will
be on a standard week of 39 hours or less. Although there are few
commitments beyond 1982, we have already gone further down this
route than any of our major competitors.




The line has to be held on working time. Whatever we have
already done, if our costs are to be more competitive, no
further concessions can be made.

That is one of the reasons the CBI has recently produced its
Working Time - Guidelines for Managers (CBI Publication Sales £2.00).

Taking into account the concessions already made on working
time and the overall effect on competitiveness, the halving of
settlement levels in the last 12 months - in itself a
considerable achievement - represents limited progress only.

So the question must now be asked, can we build on the progress '
we have made? It is one thing to achieve a fall in settlements
when the economy is moving into recéssion, when the size of the
wage packet comes second to its very existence. It is quite

another to get a further reduction when parts of the economy start

to emerge from recession.

UPWARD PRESSURES

Employers will be facing a variety of pressures which will make
low settlements harder to achieve. For example,

The slightest sign of an upturn may encourage employees to

press for a share in what they see as a recovery; their
understanding of the need for low settlements may evaporate very
rapidly. (And there will be temptations to talk up signs of
recovery long before they are a reality).

Unions' desire to stimulate demand - and their argument that
higher pay could help this - means that we will get little
help from union leaders.

Relativities in pay have undoubtedly been distorted by the
wide range of settlements we have seen and there will be
consequent pressures, sometimes from managers on recruitment
grounds.

46




The familiar problem of skilled labour shortages may recur
as order books start to f£fill up again. The result could be
damaging competitive bargaining in local labour markets,

Cost of living pressures will still be with us of course.

Again there will be the sheer bargaining muscle of scme
employees, in both the public and private sectors, who could
set dangerous precedents for bargaining and settlement levels.

And we will have the old 'ability to pay' argument = an
attractive argument when it means inability to pay. But is it
the right argument? It is much more dangerous when related to
companies which have been less affected by the recession and
where higher settlements could generate comparability pressures
for others.

This picture is not meant to be alarmist, but simply a reminder

of some of the pressures which may have become a little unfamiliar
in the last twelve months - and which could be very real again

in the year ahead.

DOWNWARD PRESSURES

But it is not all black - there will be some very important
pressures in the downward direction.

A further, if gradual, fall in inflation can be anticipated.

Unemployment will still be rising, although the rate of increase
will be slower.

Most companies will still be facing an extremely tight
financial position, perhaps even more difficult than last year.

Given the Government's determination to keep public service
pay down there should be no comparability pressures from
that direction.
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1%3 upward pressures are predominantly industrial relations based;

the downward pressures are mainly economic and financial. The

problem is that of setting the harsh econcmic facts of life
against the realities of practical industrial relations.

TASKS FOR MANAGEMENT

As ever it is a question of where the balance lies (Chart 36).
If we are to tip that balance, so that economic realities are

the ones that count, management will have some straightforward
and essential tasks.

First, to plan ahead and set objectives. Managers will have
to count the costs for tomorrow of the concessions they make
today - not just on pay and working time, but on everything
that goes into employment costs.

Secondly, managers will have to maintain their training
programmes. A short=term saving here could sow the seeds
of real problems for the longer=term.

Above all, managers will have to explain the realities of
business and how they impact on individual companies. They
must build from the emergency communications of recession

a genuine and permanent understanding of the key relationships
between pay moderation, rebuilding profit and investment,
restoring competitiveness and so creating jobs.

If realism survives, it will be because managers are determined
to make it survive.
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So what we have to do is communicate the reality that more
pay equals less jobs. And this means our objectives must be

to have:

* Far, far lower settlements than in the current round.

* No further concessions on working time.

In conclusion, let us remember our record on pay and productivity.
Since 1970 pay in this country has gone up by 346%, productivity
by a mere 26%. Among our major competitors, pay has on average
gone up by 190%, and productivity by 52%.

In short, we in the UK have paid almost twice their wage increase
for exactly half their extra productivity - figures which speak
for themselves.

As has been explained, there has been progress - but it has
been limited. In the year ahead the objective must be to
consolidate and build on the achievements made.
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CHANCELLOR OF THE EXCHEQUER cc Chief Secretary
; Financial Secretary

Minister of State (C)
Minister of State (L)
Sir Douglas Wass
Mr Ryrie
Mr Burns
Mr Burgner
Mr Dixon
Mr Kemp
Mr R Allen
Mr Buckley
Mrs Case
Mr Wicks
Mr Burr o/r
Mr Broadbent
Mr Hacche
Mr J W Stevens '

Mr Cardona

NATIONALISED INDUSTRY PAY

The revised version of the paper for circulation to the NICG is attached to
Mr Stevens' minute of 2 July. This takes account of your comments and minor

drafting changes proposed by Departments.

2. The only point outstanding is that referred to in paragraph 2 of Mr Stevens'
minute. To meet one of your earlier points we included in paragraph 13 the
sentence "The deceleration should be greatest in those industries which had
large settlements this year." It is true, as Mr Stevens points out, that this
does not necessarily follow from any of the considerations which are likely to
influence settlements — whether 7 etfactors. ability to pay, degree of muscle

etc. I would therefore suggest that this sentence might be toned down to read:

"It is particularly important to apply rigorous tests to those

industries which have been improving their relative position."

3. Subject to your decision on this point, the paper is now ready for
circulation to NICG.

G S DOWNEY
3 July 1981
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. . MR DOWNEY ce Chiefl Secretary
i Financial Secretary

2. CHANCELLOR OF THE EXCHEQUER Ministeriof Etate(C)

Minister of State (L)

Sir D VWass

Mr Ryrie

IMr Burns

Mr Burgner

Mr Dixon

Mr Kemp

Mr R Allen

Mr Buckley

Mrs Case

Mr Wicks

Mr Burr - o/r

Mr Broadbent

Mr Haache

Mr Cardona
NATIONALISED INDUSTRY PAY .
I attach a revised version of the paper on the prospects for pay
settlements in the nationalised industries. The paper takes account
of the comments in your Private Secretary's minute of 29 June 'and
drafting changes proposed by Departments. These comnents do not
radically alter the shape of the paper and if you are content it

can now be circulated to the NICG ready for your meeting on 9 July.

2 The CPRS have raised a point on your proposed addition to
paragraph 13 which you felt should reflect the need for lower than
average settlements in the case of last year's bad performers. This
seems to imply that deceleration should be least in industries which
had relatively small settlements in the current round (e.g. BL, BSC).
But the prineciple of trying to even out the rate of increase over the
two years ceems very questionable, given the Government's general
approach so far. Whether the spread of settlements in .the present

pay round reflects monopoly power, or market factors, the same reascus
are likely to apply in the same industries in the coming round. If
the suggestion that bad performance in the current round were expected
to achieve lower than average settlements in the forthcoming round
were to become public, or even to be taken literally by the NI Boards,
it would mcan screwing down the monopoly industries hardest, whicih has
not so far been the Government's policy. The revised paper incorporates
your suggested amendment to paragraph 13, but you may like to reflect
on this again in the light of the CPRS comments.

Jrosttees

J W STEVENS
2 July 1981
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PAY DEVELOPMENTS AND PROSPECTS

This note discusses pay developments since August 1980 and prospects for
the coming 12 months, with particular reference to the nationalised industries,
and seeks the views of the Chairmen's Group on what might be done to improve

the chances of securing a further deceleration of pay increases.

Developments since August 1980

2. After a scatter of early settlements centring on 14 or 15% the average

level of settlements from about October 1980 converged around 9%. The average
levels of settlement in the main sectors of the economy since August 1980 are

currently estimated as follows:

Private manufacturing: 9%
Private non-manufacturing: = 9%
Public services: 8%

Public trading sector: 92%
3. These avarages conceal quite wide dispersions. The distribution of earnings
increases implied by settlements since 1 August 1980 in manufacturing industry

establishments covered by the CBI Databank Survey is approximately as follows.

Estimated increase on gross Proportion of settlements

average earnings

0-5 per cent
6-10 per cent
11-15 per cent
16-20 per cent

(Source: CBI Pay Report, May 1981)

kL, In the public services, the protective services (armed forces, police and
fire) have received increases in double figures; but otherwise the general level
of settlements has been at around 6-72% (local authority manuals, NHS ancillaries,
school and university teachers). The industrial and non-industrial Civil Service

have each been offered 7%.
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5. As Table 1 shows, there is a similar dispersion within the nationalised

industries.

In broad terms, there have been two groups:

coal and most public

utilities (electricity, gas and water), who have concluded settlements above 10%,

and the rest, whose settlements range down to 5% (or less, taking account of
the 6-month deferment of the BSC settlement).

TABLE 1:

MAIN NATIONALISED INDUSTRY PAY SETTLEMENTS

SINCE AUGUST 1980

Industry

National Coal Board

British Gas Corporation

Water Authorities

Electricity Supply Industry

Post Office: telecommunications

British Airports Authority

British Transport Docks Board

Post Office: posts

British Shipbuilders

National Bus Company

Scottish Transport Group

9.7% on wage bill for 10 months equivalent
to 11.6% in full year (widely publicised as
13%) .

Up to 10.7%, plus other benefits, equivalent
to @ weighted average of 11.2% on industry

wage bill.

10.2% on basic rates, equivalent to 12.3%

increase in earnings.

10.8%, equivalent to about 11.5% on wage bill,

plus other benefits.
9% on pay bill..
/8

2:5% to 9-5%.

8% from April 1981 plus further 1.5% from
November, equivalent to 8.5% in a full year.

7.5% on basic rates; average 8.6% on earnings
7.5%.

7-5%.
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TABLE 1: MAIN NATIONALISED INDUSTRY PAY SETTLEMENTS
SINCE AUGUST 1980

Industry

British Airways 8% from 1 April 1981, equivalent to 6% in
full year (from 1 January)..

National Freight Company 5%.

British Steel Corporation 7% from 1 July, equivalent to 3.5% in full

year (from 1 January).

6. Over a longer period it would appear that workers in the first group
of industries have improved their position relative both to other nationalised

industries and to the rest of the economy, as shown in Table 2 below. i

TABLE 2: RELATIVITIES BETWEEN EARNINGS OF MALE MANUAL VORKERS
IN CERTAIN NATIONALISED INDUSTRIES AND ALL INDUSTRIES 1972-80

1972 1976 1980

All industries and
services 100 100 100

Coal mining

- underground workers 139

- surface workers
Gas 7 117
Electricity 118

Water Supply 96 98 103

(Source: New Earnings Surveys 1972-1980)

Figures are for full-time manual men, aged 21 or over, excluding
those whose pay was affected by absence, and relate to average gross

weekly earnings.

Figures for all years relate to April
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The needs of the economy

Do The Government is determined to conguer inflation. The growth of money

GDP will therefore continue to be constrazined by the monetay targets. This

will act as a sort of national cash limit covering both real growth and price
changes. Unless increases in earnings can be reduced from their current level,
or fully justified by improved productivity cost and price increases will absorb
all the scope for real growth. Lower increases in earnings, after a short time
lag, would permit real growth and lower unemployment than would otherwise be

the case.

8. A similar conclusion comes from examining ccmpetitiveness. Manufacturing
industry has suffered a loes of competitiveness.internationally of the order of
50% during the last 3 years. It is essential to contain increases in labour

costs if our competitive position is to be restored within a reasonable time.

9. There is a lot of ground to be.made up. The scale of the imbalance built

up over the years can be gauged from the size of the unemployment problem. Over
the past two decades money incomes have grown much faster than in other industrial
countries, and at an accelerating rate, while the growth of output has slowed
down. During the past decade real output grew by only 1o per cent, but money
incomes incrdased by %35 per cent. And because wage costs have risen so steeply .

the decline in competitiveness has been serious.

10. The nationalised industries are a part of the national economy, and it

is clearly in their interests that developments on pay should facilitate recovery
rather than hinder it. The industries have a particular contribution to make
because their pay settlements are often prominent in influencing expectations

elsewhere.

11. The theme of interdependence between the public and private sectors, recently
discussed in NEDO, is relevant here. The paper prepared by the Nationalised
Industries' Chairmen's Group (NEDO(81)31) pointed out that sales to private sector
businesses accounted for about a third of the trading receipts of the nationalised
industries, and that the well-being of their private sector customers was

therefore crucial to their own prosperity. It mentioned the clear sense of
obligation in the industries to help their customers by doing whatever they

could to increase their efficiency and restrain their price increase.
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12.  Without such an approach by the industries a double burden would be

imposed on the private sector. High settlements in the industries would not only
tend to increase the level of settlements in the private sector, but would to
some extent have to be financed by the private sector through higher nationalised
industry price increases - following a year in which nationalised industry price
increases have, in general, been well above the average. Given the financial
constraint on money GDP, such an outcome would clearly mean less private sector

demand (in real terms) and lower sales for the industries.

1515 In short, the arguments for a further substantial deceleration in pay

settlements in the rest of the economy apply equally to the nationalised industries.

this—year. Equally important is, of course, the need to secure improvements !

in efficiency and productivity.

Prospects

14. Experience since August 1980 shows what can be achieved. The level of
settlements has so far averaged only about half that of the preceding 12 months,
though a number of settlements have been larger than this (see for example

Table 1).

5% Some of the factors which influenced that result will continue to operate.

In particular:

-~ The profit and cash position of many companies will continue to be tight.
Unemployment will continue at a high level and probably continue to rise.

Several important early settlements in private industry will be in sectors
under continuing financial pressure, and this may help to set a low

"going rate''.
Price inflation will be lower than at the beginning of the last round.

16. There will also be factors working in the opposite direction

- The above average settlements in the monopoly nationalised industries

in ‘the .previous round will have created pressures to catch up.
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The reduction in takehome pay that is now occuring may stiffen pay

claims.
Company profitability may be recovering.

Unemployment will be rising more slowly, and price inflation declining

more slowly, than in the recent past.

17. Much effort will therefore be needed in order to secure the necessary

reduction in the level of pay increases. For the private sector the CBI has

already taken steps to tackle the problem; and in the public services the

Government will again refuse to finance excessive pay settlements. It is
obvious that excessive pay settlements in major nationalised industries would
both make it more difficult to secure restraint elsewhere and, whether bf
increasing the PSBR, generating excessive price rises, or bidding up rates of

pay, increase the financial difficulties of the private sector.

18. Clearly the interests of Government and of the industries coincide. And
because of the serious implications for the whole economy either of big pay
increases in the industries or of industrial action in pursuit of such increases,
the Government cannot be indifferent to the outcome on nationalised industry pay.

Particular points for discussion might include the following:

(a) The need for the Government to have an early appreciation of likely
developments and to be kept in touch with developments as they

occur. Can arrangements to this end be improved?

The trade off between pay increases and investment and employment.
How can understanding of these relationships be improved within the

industries?
How far can pay increases be linked to improved productivity?

Is there scope for more flexibility within the industries? (For

example need there be uniform increases within individual industries?)

(e) Are there ways in which Government or the industries could help to

influence attitudes and expectations?

gestions by the Chairmen's Group will be welcome.

Sug
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MR

MONITORING REPORT: PUBLIC TRADING SECTOR

01-233 3000

PRIME MINISTER

I attach the latest mmnitoring_raport. I do not think

that there are any special issues to which I need draw

attention on this occasion.

2. I am sending copies of this minute to the Home
Secretary, the Chancellor DF-thE Duchy, the Secretaries
of State for Industry, Employment, Environment, Energy,
Trade and Transport, to Mr Ibbs and to Sir Robert

Armstrong.

(G.H)
93 June 1981




PUBLIC TRADIN(‘} SECTOR
GAS SUPPLY
Ak Gas Starra and Senior orfiqe;s (58,500)
Settlement date: 1 June
Unions: NALGO, GHMU, MATSA
BGC initially .offered increases of 7%-9%- and on 12 May raised the offer to
7.5 those under 18 and 9.25% for adults. When the parties met on

28 liay BGC again raised the offer and secured a settlement.

The terms are:

10.5% increase on basic pay for all aged 18 and over

8.5%% increase. for those under 18

1 day's extra holiday for 211 staff

BGC estimate the deal will add 10.3% to the waze bill for the settlement

year,
2. Higher Management (3,500)

Settlement date: 1 July

—_—

-Union: NALGO

On 14 Hay an offer of 9254 was rejected. At the next meeting on 4 June the
offerwas raised and a settlement agreed. The agreement gives 10.25% increases
on all scales to operate from 1 June, which is to become the new annual pay

review date.




\ .
BGC estimate the paybill cost for the year 1 June 1981 to 31 May 1982 at ©. &%,

ELECTRICITY SUPPLY

Power Engineers ond Techricians (29,000)

Settlement date: 1 February

Union: EPEA
F
When the NJB met on 19 May, the Council's improved offer stood at 10.8% for
lower grades of the Enginecrs' scale tapering to 6.8% at the top. There was
some pocsibility of limited industrial action. Eventually the offer was further

improved and a settlement agreed on the folloving terms:

'

An average increase of 10.3% on schedule salaries, tapering at the top to
9% from 10.8% at the lower end of«the scales.

Shift pay and similar allowances are increased in line.

A 1-hour reduction to 37 hours in the working week from 1 October 1981. The
cost will be partially absorbed by changeé in working arrangements. The Council

estimates the cost of the reduction will not exceed 1% on the paybill.

Increased holidays for senior staff, benefitting this year those with over
20 years service. The cost has not been quantified but is not expected to be
significant.
The overall cost of the settlement is put by the Council at just under 113%,
Managerial grades (1700)
Settlement date: 1 April
Unions: ZMA, AMEE, NALGO
The group settled on 5 June for 10% across the board, one additional week of anrun

lcave and a one hour reducticn in the working week. The total cost on the groug's

wage bill is estimated at about 10%.




Clericals and administrative (47,000)
-r‘ ‘
. Settlement date: ‘1 May

Union: -NALGO

The Union ie expected to accept but ‘has not yet finally confirmed a .settlemen’

on the basis of an offer made at the NJC on 15 May. This provides:

(a) for administrative grades, the same terms as the engineecrs, ie 10.2% on

salaries tapering at the top to 9%

(b) for clerical grades, 10.8% on salaries for the top grades tapering to
9% at the bottom of the scales

All grades obtain a one-hour reduction in the working week from 1 October 1621.

Most of the cost is expected to be absorbed without increase in the salary bill.

The Council assesses the total cost over a full year at under 11%.

_BRITISH NUCLEAR FUELS LTD
Non-industrial staff (6,275)
. Settlement date: 1 April
Unions: IPCS, CPSA, SCPS, AGSRO

BNFL staff were historically asscciated with civil service rates and were
formally linked Lo civil sorvice scales until 1979. The main unions are civil
service unionc currently in dispute with the Goverament over civil service pay.
There was a 1 day strike on 20 April, for which the unions claimed 995 support,
followed by sclected industrial action at Calder Hall and Chapel Cross pover

~ stations.




The c-mpany at first kept below the civil service offer and

offered 5%, then €%, but in later negotiations went to 8.5%. A

aettlemént has now been agreed vhich provides 8.5% on all scales except the
top two where the figures are 7.5% and 6.5%. For the benefit of lower paid
staff, the agreement provides that the minimum increase is to be £440 pa., The
Company estimates the paybill cost at 9.5%%6. The settlement also gives some

increase in leave entitlement.

Ts Industrials (8760)

Settlement date: 1 July
Unions: GMWU, AUEW, TGWU, EETPU

BNFL have no formal links with any other group. In practice because of shared
sites with UKAFA and common trade union representation there are informal links
with UKATRA industrials. The Department of Energy reports that the trade unions
_have submitted a substantial claim for increases in basic pay and a reduction
in working hours. They have rejeéted an ihitial 7% percent offer. Further
negotiations are expected to take place soon.

UNITED XINGDOM ATOMIC ENERGY AUTHORITY
8. Staff (8760)
Settlement date: 1 April
Unions: IPCS, CPSA, SCPS, AGSRO

UKARA ealaries are directly linked to those of civil servants and the
settlement of the Authority's scales therefore awaits the conclusions of
the central civil service settlement. The main unions are civil service
unions currently in dispute with the Government., There has been some
participation by the Authority's staff in the civil service industrial action,
but despite ‘press reports that more extensive action was planned it is
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" currently confined to 15-20 membexs of the prototype fast "reactor (PFR)

team at Dounredy.

VATER SERVICES (Staff 31,500)

Settlement date: 1 July

Unions: NALGO, GMWU, NUPE, GLCSA, TVWSA
The union side rejected 10.2% and 1 day's holiday on 22 May. On 1 June the
employers raised their offer and the union representatives agreed to recommend

acceptance, and formal ratification is expected on 25 June. The terms are:

10.9% on all salaries (Cost: 10.7% on wagc.bill)

Tncreased standby pay and other allowances (Cost: 0.2% on wage bill)
Extra holidays: 1 day below age 20 and additional days for long service staff
(Cost: minimal)

The NWC estimate the overall cost at 10.8% on the wage bill.

BRITISH STEEL CORPORATION (All groups - 140,000)
Settlement date: 1 January
Unions: BSC-ISTC, BSC-NCCC, NUB, GMWU, TGWU,-MATSA, ACTSS, ASTHMS, APEX, SIMA

The Corporation has obtained the agreement of all unions except ISTC to its
Wgurvival plan' and to pay increases of 75 from 1 July, with no increase frem

1 Jaﬁhary.

ISTC has rejected the offer and refused national agreement on the survival plan,
although they are willing to engage in local negotiaticns on redundancies in

particular plants.

There had been no formal negotiations between BSC and ISTC since 10 Fcbruary

but talks were held on 18 May, when ISTC pressed for arbitration. BSC did not




think arbitration sppropriatce in view of the other unions' support for the

terms on offer and no agreement wes reached.

The issues will come before ISTC's Confercnce, starting"on 16 June, when it is
expected the Bxecutive will sek Conference to decide how far to take rejection
of the offer. If ISTC's position does not change, BEC will implement the 75

increases from 1 July, notwithstanding thé absence of a fully agreed settlement.

|

11,  BRITISH ATRWAYS (A1l groups 50,000)

e
EE ¥ gettlement date: 1 January
1 April for pilots

Unions: TGYUU, AURM, ACTSS, AUEVW (S & T), APEX, ASTMS, GMWU, FTATU, UCATT, BALPA

Settlements have now been agreed for the larger part of the work force.
Negotiations have been taking place in the National Sectional Panels on the
basis of the Board's offer of 8% from 1 April, with no increase from 1 January.
The distribution of the available sum has not been the same for all groups,

but each Panel has kept within the planned overall cost.

Three groups have not yet finally fallén into line. These are the pilots, whose
negotiations are progressing slowly but are still at an early stage, and the
ramp workers and cabin crews who are negétiating on detail. The cabin crews
have decided against industrial action in their negotiations on the manning for.

the revised passenger services.

CIVIL AVIATION AUTHORITY (All grades = 8,000)
Settlement date: 1 April
Unions: CPSA, CSU, IPCS, SCPS, UCATT, EETPU, AUEW, GMWU, TGWU, NUSMW

CAA staff were originally civil servants and remained civil servants until 1975
when they becomc direct employees of the CAA. Since then their link with civil

1 Eh

‘service pay has been maintained by agreement and increasecs have been in line with




those agreed for civil servants with only minor variations. Four of the wnicnu
are civil service unions currently in dispute with the Government on the central

civil secrvice pay claim.

A number of air traffic control) staff have been supporting the civil service

action with a campaign of selective strikes which has caused considerable

disruption to services on the selected occasions.

On 9 June the Authority offcred its staff, including air traffic control stafl,
immediate paymeat of the current civil service offer of 7% backdated to 1 April
on conditicn that they take no furthér part in industrial action. If any

eventual settlement were to exceed 7% this would be extended to the CAA staff,




Passenmer Transvort Ixecutive Non-llznual Staff (5,5C0)

Settlement date: 1 April 1981
Unions: NALGO, ACTSS

In September 1960 this group negotiated a staged settlement which changed
their ASD from 1 September to 1 April and gave increases in average earnings
_ calculated-at 13.29% for the 12 months period from 1 September 80. 1In the
present round offers of increases, from 1 April 1981, of 6%, 6.5% and finally
7.5, have all been rejected. NALGO has tﬁreatened industrial action by its

members unless a higher offer is received. .

The PIEs have decided to restructure their offer within the 7.5% overall limit
and vill set out their proposals at a Joint National Council meeting on '
23 June,

British Reil (Clerical and Conciliation grades - 150,000)

Settlement date: 20 April 1981
Unions: TSSA, ASLEF, NUR

The 3 rail anions cubmitted a claim for "substantial pay increases' on

19 March. Negotiations opened on 13 April with an offer of 7% increase

on pay rates which union negotiators rejected. Further meetingé were held
- on 16 and 21 April at which BR were unable to improve their offer.

The unions then decided on the unilateral reference of their claim to the
Railway Staff National Tribunal and both sides presented their cases on

Monday 8 June. The Board made very clear to the Tribunal that its financial
situation does not permit a higher offer. The decision is expected to be
available in early July. EBR would not be bound by the Tribunal's award, but it
would inevitably become a factor in further negotiation.
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15 London Transport Frecutive (Rail Sunprv:ﬁors, Boolkinr: Office and

Conciliation Grodes - 15550)

Settlement date: 20 fpril 1981 -
Unions: ASLEF, NUR, TSSA

Claims for an increasc of 12.5% on pay were submlttcd on 31 March, In
subsequent negotiations the unions have rejected LT offers first of 6%,

then 8.5% plus a day of annual hollday and discussions on roduc;ng hours;

and, finally union negotiators decllned to consider an &% increase in basic
rates plus productivity payments which could have meant increases well into
double figures for all grades.

The unions want increases in line with RPI ﬁovements without strings,

and had hoped that the new GLC administrationwjfuhmke the money available quickly.
As yet, however, the GLC have not instructed LT to raise its offer accordingly;
and at a meeting on 17 June, the unions agreed to refer the latest offer '(8% +
productivity)for executive committee consideration. Strike action still cannot
be ruled out, although it is now thought that the unicns may stay their hand until
" the outcome of the_RSNT hearing of the ER claim is known.

The Secretary of State for Transport is meeting the leader of the GLC on 18 June.

London Transvort Execcutive (Rail Workshons Wages Grades - 3000)

Settlement date: 22 April 1981

Unions: ASBSBSW, AUEW, EETPU, FTATU, NSMM, NUSMWCHDE, NUR,
TGWU, UCATT

In response to a claim fer 12.5%6 pay incrcases LT has offered a package
comprising 8.5% on pay, one extra day of annual holiday and agreement to

discuss a reduction in weekly hours.

The unions have not yct responded to the offer.
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17 London Transport Bvecutive (Rond HOfbﬂhops Wrres Grades - 3540)

Settlement date: ¢ 22 April 1981

Unions: . ASBSBSY, AUEW, EETPU, FTATU, NUSMWCHDE, TGWU, UCATT

LT have offered Road VWorkshops grades the same package as their Rail
Workshops Vages Grades (8% on basic pay, a minor bonus improvement,
on extra day of annual holiday and a promise to consider the p0351b1111ty

~of a 38~hour weck) and thls offer has now been accepted.

Britizh Telccom

Scttlement date: 1 July 1981

Unions: (representing BT Engineering Workers)

POEU: (Engineers, Technicians, etc. 146.000
SPOE: (Executive Engincers and Assistants, -Inspectors etc )= ' -

In advance of formal union claims British Telecom recached a provisional agreement
with POEU and SPOE negotiators which union delegatés voted to accept at their
annual conferences, both held in the first weeck in June.

The deal comprises a 9% increase in basic pay; the consolidation of a 1%
productivify payment agreed in the last pay round (not new money); and a
guaranteed 2% productivity payment replacing productivity payments agreed in thc
1980 pay round.

pritish Telecom state that the deal will add 9% to their pay bill. The
- Department of Industry consider this to be realistic on the basis that some

savings will result from the prodeutivity deal.

No estimate is available of the affect of the proposals on average earnings.
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19 British Teansvort Ificks Board (Manual grades - 3300)

Settlement date: 22 April 1981

Unions: NUR, CSEU, EETPU, TGWU, UCATT

! : .
A claim for increases in line with the annual movement in the RPI was
discussed at a meeting on 13 May, when the Board's initial offer of

2% was rejectede A revised offer of 7.5% was considered by the unions

and remained on the table at the resumption of these national negotiations on 9 June.
In the course of that meeting 7.5% was rejected and the Board made an

improved offer of 8%.

Unions representatives undertook to consult their Executives on the

-

latest offer.
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ALS
ACTSS
AGSRO
ANER
APEX
ASBSBSH

ASLEF
ASTHS
BLIPA
0
C3U
EETPU
EMA
EPEA
FTATU
GICSA
GMWU
IPCS
ISTC
MATSA
NAIGO
NCee
NSHM
NUB
NUPE
NUR
NUSHM/CHDE

POEU
SCPS
SIMA
SPOE
TGWU
TSSA
TWSA
UCATT

Assoc. of Broadecasting Staft

Assoc. of Clerical, Tcecnnicol and Scientific Staff,

Asgoc. of Govermment Supervisors and Radio Officers

Assoc. of Munagerial Rlectrical Bxecutives

Assoc of Professionsl, Executive, Clerical and Computer Staff

Amal. Socty. of Rmi?ormékers, Shipwrights, Blacksmiths and Structural
Vorkers t

Assoc. Socty. of Locouotive Engineers and Firemen-

Assoc. of Supervisory, Technical and Managerial Staff

British Airline Pilots' Assoc.

Civil &néd Public Services Assoc.

Civil Service Union

Electricel, Electronic, Teclecommunication and Plumbing Union

Engineers and Managers Assoc.

Electrical Power Enginecers Assoc.
Furniture, Timber and Allied ‘Trades Union

Greater London Council Staff Assoc.

General snd Municipal YWorkers' Union

Institute of Professional Civil Servants

Iron and Steel Trades Confederation

Manzgerial, Admin., Technical and Supervisory Asscc.

Nat.
Hat.
Nat.
Nat.,
Nat.
Nat.

Nat.

Assoc.

of Local Government Officers

Craftsmen's Co-ordinating Committee

Socty. of Metal Mechenics

Union
Union
Unien

Union

Engineers

of Blastfurnacemen
of Public Employeses
of Railwaymen

of Sheet Metal VWorkers, Coppersmiths, Heating and Domestic

Post Office Engineering Union

“Socty. of Civil and Public Servants

Steel Industry Management Assoc

Socty. of Post Office Executives

Transgort and General Vorkers' Union

Transport Salaried Staff's Assoc.

Thames YWater Staff Assoc.

Union of Construction, Allied Trades and Technicians
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PRIME MINISTER

Current Pay Issues

Because the pay scene has been dominated in the last two
weeks or so by the civil servants and ambulancemen, you may find
it helpful to have this note of the other public sector pay

e

issues which are active.

Local Authority White Collar Workers

There is some good news here. NALGO, representing 630,000
local authority white collar workers, are recommending acceptance
of the employers' offer of 7.5 per cent. The danger lay in the

e

fact that this group still have unilateral access to arbitration,

which if used would certainly make it harder for the Civil Service
unions to settle. We expect the membership will accept the unions'
recommendation.

Police and Firemen

The police and firemen have settlement dates early in the next

pay round - 1 September and 7 November respectively - and the con-
e ———

tinuation of their links between pay rises and the average earnings
index is therefore an important issue. The Home Secretary has

Atmen asked to bring a paper on the police index linking to E(PSP)

as soon as possible: the case for special arrangements for dealing

with police pay is clear, but it is likely that an indexed settle-

ment would be around 14 per cent, for a group which already has no
—y, e —

difficulty in recruitment, which would be a very bad start to the

———————

new pay round. In the case of the firemen, index linking was re-

moved earlier this year, but following the local council elections
the employers may well be prepared to restore it. This will also
be brought to E(PSP) shortly.

CONFIDENTIAL
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Nurses

The nurses are now considerably overdue for their settlement
of 1 April; Mr. Jenkin will be putting a paper to E(PSP) on the
longer-term arrangements for settling nurses' pay, and our objec-
tive must be to persuade them to accept_f_ger cent this year without

prejudicing subsequent settlements.

Nationalised Industries

Most of the nationalised industry settlements are now behind
us: the difficult ones remaining are British Rail, for whom an
e
arbitration decision will be announced early next month, and Qondon
Transport, who are in the process of extracting increased offers
out of the new GLC.

19 June 1981
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MONITORING REPORT: PUBLIC TRADING SECTOR /l"(g v Cuéuéj
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The Chief Secretary's minute to you of today's date wit

the latest monitoring report draws particulsr attention to the /Zgg)
problems which could arise following the change of political ' (24
control at the GIC, v,

——

I reported on the situation orally at E Committee earlier
thie week, The London Transport (LT) busmen have settled at
8 per cent, and I know that the TGWU are not anxious to upset
this. But they will be forced to ask for The settlement to be
reopened if the tube workers get substantially more.

——

Up till now the rail unions have been content to postpone
further talks about tube pay until they had settled with
British Rail (BR); the BR claim will be taken to arbitration on
8 June, But LT have been instructed by the new Leader of the
GLC to settle the tube workers' pay claim quickly, even if this
means increases in double figures, The rail unions have been
told of this and, today, the NUR have told Sir Peter Masefield,
the Chairman of LT, that they want an immediate resumption of
talks, that their minimum demand is 13 per cent, and they know
this is acceptable to the GLC, e

Sir Peter Masefield's own position at LT is not strong.
He had in any case only accepted the Chairmanship for a single
year virtually on a caretaker basis, He could easily be replaced

quickly by the new GLC. I do not know how long he will feel able
e,

CONFIDENTIAL

- —




T NFIDE

to resist these demands which could, of course, create great

difficulties for BR as well as leading to a much higher Tevised
e

settlement for the bus workers,

As you know, I have no statutory powers of control over
LT. As matters develop we may well need_fS-EEEETEEF_Ehanging
-?E; law, But I do not see that, in aav 3 ere 1is
ction which I can usefully take, since there is no sign
at all that the new GLC have any intention of acting

reasonably. e R B g 0 0 057 S S g

H
Copies of this minute go to the Home Secretary, the

Chancellor of the Duchy, the Secretaries of State for
Industry, Employment, Environment, Energy and Trade, the
Chief Secretary, Mr Ibbs and Sir Robert Armstrong,

NORMAN FOWLER

21 May 1981
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PRIME MINISTER

MONITORING REPORT: PUBLIC TRADING SECTOR

In the Chancellor's absence I am circulating the latest report

with this minute.

2. The power engineers have now settled for just under 11}
e ——

per cent, reinforcing the peint in the Chancellor's minute of

7 May about the high level of settlements in the monopoly public

utilities.

3. Underlying the updated information on the London Transport

Executive rail employees is the risk that the new Labour leader-
ship on the GLC will concede a double figure settlement which is
little below the 12} per cent claim. That would probably reopen

the settlement for busmen, and would have serious implications
for the British Rail negotiations, where the unions have invoked
unilateral arbitration. The position was reported orally by
Norman Fowler at E Committee earlier this week. It would be very
helpful if he were now able to let us have a written report of
his assessment of the situation, and of any action which he

proposes to take.

4, This may, of course, be only the first of a succession of

issues which we will face as a result of the changed political
balance in the local authorities. I would ask colleagues to be
alert to any such developments and to let us have early reports

on them.

1-
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5. I am sending copies of this minute to the Home Secretary,
the Chancellor of the Duchy, the Secretaries of State for
Industry, Employment, Environment, Energy, Trade and Transport,
to Mr Ibbs and to Sir Robert Armstrong.

G

LEON BRITTAN
at s8¢,
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GAS SUPPLY

(i) Gas Staffs and Senior Officers (58,500)
Settlement date: 1 June

Unions: NALGO, GMWOU, MATSA

The industry's recent settlement for manual workers gave increases of 9.7% to
10.7% on basic rates, other pay improvements, extra holidays and a 1% hour

reduction in the working week, and was estimated to cost 12.6% in a full year.

The staff unions are seeking general increases, grade restructuring, increased
leave and a reduced working week of 35 hours. The claim is unquantified but the
unions are stressing their assessment of the RPI movement since their last settle-
ment - 14.8%, the manuals' increase which they put at 12.7% and the industry's high
profitability. '

On 30 April BGC offered increases ranging from 7% to 9% and on 12 May raised

the offer to 74% for juniors under age 18 and 93% for adults. The unions declared
themselves "extremely unimpressed" by the offer, which makes no proposals on the non-
money items of the claim. The negotiations were adjourned and no date has been

given for their resumption.

(ii) Higher Management (3,500)
Settlement date: 1 July

Union: NALGO

The group lodged a claim unexpectedly early, in April, indicating that they
are seeking increases in line with inflation. No specific figure is claimed
but the union gave its estimate (made prior to the Budet) that the rise in the
RPT since their last settlement would be 15.4%. At the JNC meeting held on

14 May BGC's offer of 94% was rejected. The next meeting is on 28 May.

CONFIDENTIAL

1




CONFIDENTIAL -

ELECTRICITY SUPPLY

(i) Power Engineers and Technicians (28,000)
Settlement date: 1 February

Union: EPEA

When the parties met on 22 April the Council made a slightly improved offer of
10.8% for lower grades of the Engineers' scale, tapering to 6.8% at the top. Other
adjustments to pay and a reduction in working hours are also under discussion. The
EPEA rejected the offer on the grounds that it failed to preserve their established
relationship with the industrial grades.

The NJB met again on 19 May and a settlement was reached. Average increases of
around 104% were agreed together with a reduction of the working week by one hour

and some improvements in holiday arrangements for certain senior staff. The total

cost of the settlement over a full year is expected to be just under 113%.

(ii) Clericals (50,000)
Settlement date: 1 May

Union: NALGO

The NJC meets on 26 May. The Electricity Council intends to negotiate a settle-
ment which does not exceed that of the manuals. There may be difficulties since
NALGO is claiming the manuals gained a 2% advantage as a result of their 1980
settlement and later restructuring agreement, and the clericals wish their former

relativities to be restored.

CONFIDENTIAL
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BRITISH NUCLEAR FUELS LTD

Non-In ustrial Staff (6,275)

.
Settlc ent date: 1 April

Unions: IPCS, CPSA, SCPS, AGSRO

BNFL staff were historically associated with civil service rates and the
main unions are civil service unions currently in dispute with the
Government over civil service pay. No specific amount has been claimed,

only "substantial increases.

An initial offer of 5% was raised to 6% on 24 April. This was rejected.

There was a l-day strike on 29 April, for which the unions claimed 80-90%

support. . This was followed by a work to rule and a ban on overtime.
The unions are reported to have promised full safety cover. The effects
of industrial action will be to disrupt production of nuclear fuels and

to restrict or stop output from Calder Hall and Chapel Cross power stations

(not expected to affect supplies to consumers).

No date has been arranged for the resumption of negotiations. Settlement
of BNFL pay would normally await the conclusion of the Civil Service

~ settlement.




CONFIDENTIAL

UNITED KINGDOM ATOMIC ENERGY AUTHORITY
Staff (8,700)

Settlement date: 1 April

Unions: IPCS, CPSA, SCPS, AGSRO

UKAEA salaries are ﬁirectly linked to those of civil servants and the
settlement of UKAEA scales therefore awaits the conclusion of the

civil service settlement. The main unions are civil service unions

currently in dispute with the : Government over civil service pay.

There has been some participation by UKAEA staff in fhe civil service action.
About LO% supported the l-day strike, and a smaller number the half-day. A
section of workers at Winfrith is currently involved in industriallaction,

but so far this has not spread to other sites.

WATER SERVICES
Staff (31,500)

Settlement date: 1 July
Unions: NALGO, GMWU, NUPE, GLCSA, TWSA

On 30 April the unions submitted a claim for 17%, shorter hours and longer

holidays. No offer was made at that meeting.

The NJC meets next on 22 May.
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BRITISH STEEL CORPORATION (140,000)
Settlement date: .1 January

Unions: BSC-ISTC, BSC-NCCC, NUB, GM wu, TGHU, NATSA, ACIS,
ASTHS, APEX, SIMA

The Corporation has obtained the agreement of all unions except ISTC to its
“survival plan', and to pay increases of 7% from 1 July, 1981, with no increase

from 1 January.

ISTC has rejected the pay offer and refused national agreement on the
survival plan, although they are willing to engage in local negotiatjions on
redundancies in particular plants. No arrangements have been made for a
resumption of negotiations with ISTC and if the union's position does not -
change it is BSC's intention to implement the 7% increases from 1 July not-

withstanding the absence of a fully agreed settlement.

BRITISH AIRWAYS (50,000)
Settlement date: 1 January (1 April for pilots and flight engineers)

‘Unions: TGWU, AUEW, ACTSS, AUEW (S & T), APEX, ASTHMS, GM/U,
FTATU, UCATT, BALPA

Settlements have now becen agreed for well over half of the work force.
Negotiations have been taking place in the separate National Sectional Panels
on the basis of the Board's offer of 8% from 1 April, with no increase from

1 January. Both sides have accepted variations in the elements of the package

applying to groups covered by particular Panels, while keeping within the

planned overall cost.

Of the groups which have not yet come into line, the cabin crews and

- engineering and maintenance workers have accepted the overall cash limits and

are engaged in detailed negotiations on the make-up of their settlements.
Consequent on BA's introduction of new classes of cabin and changed arrangementy

for meals and services to passengers, the cabin crews are engaged in negotiationsg

on manning and are considérﬁr?lﬁtENTmﬁon. This dispute is entirely seperate
C )
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from and has no connection“wi i nJ L@jations on the annual pay claim . Ramp

workers have not yet accepted the overall cash limits but management expects the
to do so eventually. Negotiations with the pilots are at a less advanced stage.

It may be another 3 or 4 weeks before they come near to a settlemeht.
.. CIVIL AVIATION AUTHORITY (A1l grades - 8,000)

Settlement date: 1 April

Unions: CPSA, CSU, IPCS, SCPS, UCATT, EETPU, AUEW, GMJU, TGWU, NUSMJ

CAA staff were originally civil servants and remained civil servants until 1975

when they became direct employees of the CAA. Since then their link with civil

service pay has been maintained by agreement and increases have been in lirewith
those agreed for civil servants with only minor variations. Four of the unidns

are civil service unions currently in dispute with the Government on the

civil service pay claim.

A number of air traffic control staff have been supporting the civil service
action with a campaign of selective strikes which has caused considerable

disruption to services on the selected occasions.

CONEIDENTIAL
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Passenger Trnnrport Executive Non-Manual Staff (5,500)

Settlement date: 1 April 1981
Unions: NALGO, ACTSS

-~ Negotiations opened on 5 March with a 6% offer which was rejected, A
subsequent offer of 6.5% was also rejected and on 1 May the unions under-
took to put an improved offer of 7.5% to their démbers, but without a

recommendation. A union delegate meetlng took place on 19 May at which the
offer was rejected. Industrial action has been threatened but employers will

stand firm.
In September 1980 this group negotiated a staged settlement which changed

their ASD from 1 September to 1 April and gave increases in average earnings
calculated at 13.29% in the 12 months period 1 September 80 to 31 August 81.

South Yorkshire PTE (Platform Staff - 3,000)

Settlement date: 1 April 1981 (formerly 9 October 1980)
Union: TGWU

E .arlier this round a 6 months pay settlement was agreed between the PTE and
its platform staff for an 8% increase in rates to run from 9 October 80 (the
ASD at that time), with a review on 1 April 1981 (the new ASD). From 1 April

81 the PIE offered an increase on rates of 7.5 which the union rejected,

After further negotiations platform staff have voted to accept an offer
which increases basic rates by 11%. Management estimate the paybill cost
at less than 9%. No forecast can be made of the likely effect on average

earnings.
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.Eitish Rail (Clerical and Conciliation grades - 150,000)

-

Settlement date: 20 April 1981

Unions: TSSA, ASLEF, NUR

The 3 rail unions submitted a claim for "substantial pay increase" on 19 March.
Negotiations opened on 13 April with an offer of 7% increase on pay rates which,
after consideration, union negotiators rejected. Further meetings were held on

16 and 28 April at which BR were unable to improve their offer.

The unions have since decided to refer their eclaims to the Railway Staff National
Tribunal. An award on a unilateral reference to the Tribunal would not be binding;
but would be difficult to ignore.

The RSNT hearing will take place on 8 June, and the result is likely to be known
in early July. BR will be making strong representations that it is in ne position

to fund an increase above 7%.

London Transport Executive (Rail Supervisors, Booking Office and
Conciliation Grades - 15550)

Settlement date: 20 April 1981

Unions: ASLEF, NUR, TSSA

3
The/rail unions submitted a claim for a 12.5% increase on 31 March. On 7 April
the unions rejected a 6% offer. At a meeting on 7 May LT argued that their offer

to rail staff could not exceed the 8% increase already under consideration by the

LT bus staffs. The NUR (leading the TU side) found the offer unacceptable, but
nevertheless agreed to put it before the Unions' Executives. Their formal rejection
was given to LTE on 15 May.

While the union strategy seems to have been to await the outcome of the BR
arbitration, the change in the political complexion of the GLC could lead to
negotiations being resumed shortly. Should this happen, and the tube men achieve
an increase above 8% there would be great pressure from the TGWU to reopen the

bus settlement, and the repercussions for BR are obvious.

CONFIDENTIAL
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London Transport Executive (RallE;orﬂsho s Wages Grades - %000)

Settlem nt date: 22 April 1981
Unions: ASBSBSW (Boilermakers, Shipwrights, Blacksmiths and Structhral
, Workers) AUEW, EETPU, FTATU (Furnitu;e, Timber and Allied Trades),
HSHM (Metal Mechanics), NUSMWCHDE (sheet Metal Workers, Coppersmlths,
Heatlng and Domestic Engineers), NUR TGWU UCATT (Construction and
Allied Trades Technicians).

The unions presented a claim for 12.5% pay increases on 5 May. BR has made
no response. As in the case of the LT Underground claim (reported above)
negotiations seemlikely to wait for the RSNT award for BR clerical and

. conciliation grades (but see previous paragraph on conciliation grades).

Iondon Transport Executive (Bus Drivers and Conductors - 19800)

Settlement date: 28 March 1981
Union: TGWU

On 3 April TGWU claimed pay increases in line with RPI movements, a 35-hour
veek (from 39 to be introduced in Nov 81) and extra annual holidays. They

rejected an offer of 7.5% increase in basic rates. On 22 April LT improved
the offer to 8% on basic pay, an increase in receipts bonuses (worth about
0.5%), one extra day of annual holiday,and the question of the reduction of

weekly hours to 38 to be referred for Committee consideration.

TGWU delegates recommended that the offer should be balloted by members
at all garages, and it has been accepted.

CONFIDENTIAL
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London Transport Executive (Road Workehops Wages Grades - 3540)

Settlement date: 22 April 1981
Unions: ASBSBSW, AUEM, EETPU, FTATU, NSMM, NUSMWCHDE, TGWU, UCATT

LT have offered their Road Worksﬁops grades the same package as
Bus Drivers and Conductors (8% on basic pay, .a minor bonus imprdvement,
one extra day of annual holiday and a promise to consider the possibility

of a 38-hour week);

The unions are to consult their membership. The results are expected

shortly but’ the early signs point to acceptance.

Post Office (Postal workers - 156,000)

Settlement date: 1 April 1981

Union: Union of Communications Workers (UCW)

In response to a claim for 20% increases accross the board, PO offers of 6%
6% plus a further 2% from 1 October, and 8% plus a further 1% from 1 October,
were all rejected. After a negotiating meeting on 15 April the Post Office
improved their offer to 8% on basic rates and allowances from 1 April, and

a further 1.5% from 1 November 1981 (costed at 8.5% in the 1981/32

financial year).

UCW negotiators recommended the offer and postal workers have voted to

accept it, Average earnings are expected to increase by about 8.5%.

~ CONFIDENTIAL
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BRITISH TELECOM

Settlement date: 1 July 1981

Unions: (representing BT Engineering Workers)

POEU: (Engineers, Technicians, MT, DO and Photoprint,
Supplies, Factory Grades etc - 130,000)

SPOE: (Executive Engineers and Assistants, Inspectors, Technical
Sales and Traffic Supervisors etc - 16,500)

In advance of formal union claims British Telecom have reached a provisional
agreement with POEU and SPOE negotiators which theirExecutives will recommend
strongly to their annual conferences (1 to 5 June). ;

The proposed deal comprises a 9% increase in basic pay; the consolidation of
a 1% productivity payment agreed in the last pay round (not new money);

and a guaranteed 2% productivity payment replacing produdivity payments agreed
in the 1980 pay round.

British Telecom state .that the deal will add 9% to their pay bill. The
Department of Industry consider this to be realistic on the basis that some

savings will result from the productivity deal.

No estimate is available of the affect of the proposals on average earnings.

CONFIDENTIAL
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Caxton House Tothill Street London SWI1H 9NA

Telephone Direct Line 0]:]@5”000’19]215
Switchboard 01.213 3000

%

Eon Sir Geoffrey Howe QC MP
ellor of the Exchequer
] sury : : f:?f
Great George Street
LONDON Swl 18 May 1981

A COMMON PAY DATE IN THE PUBLIC SERVICES
THE PAY SETTLEMENT DATE FOR THE INDUSTRIAIL, CIVIL SERVICE

As T shall unfortunately not be able to be present at tomorrow's
meeting of E (PSP) I thought it right to let you know my views
on the two issues raised,

I am doubtful whether the perceived advantages of aligning
industrial civil servants with the non~-industrials outweigh the
possible risks of encouraging the two sets of unions to make
common cause. When we considered this issue last Autumn we
decided in the absence of any clear balance of advantage to
management, not to pursue alignment this year, I consider that
this remains the best course - particularly as there is now.
some uncertainty over future settlement dates for the non-
industrials,

As to the wider issue of apossible move to a common settlement
date for the public services generally, 1 agree with the conclu-
sions reached by the Official Committee in E (PSP (Bd): a2,

Copies of this letter go to our colleagues on E (PSP) and to
Sir Robert Armstrong.
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

PRIME MINISTER

MONITORING REPORT: PUBLIC TRADING SECTOR

I attach the latest report.

2 Since the last report was circulated, electricity manuals

have settled at about the same level as gas manuals, whose unions
have now formally endorsed their settlement. The report
highlights the sharp difference which has now emerged between
settlements in the public services sector, where large groups,
including local authority manuals and teachers, have settled

at 71 per cent, and the monopoly public utilities where 12-13 per
cent has been established by some of the major industries as

the going rate. These high pay settlements and the price
increases subsequently needed to finance them are damaging. They
cause serious resentment in private industry and provide ammunition
to critics of our overall strategy. We shall need to consider

this problem carefully in the context of the next pay round.

3 For the immediate future the main problem areas look like

rail and the electricity power engineers. As you know an

assessment of the implications of a rail strike has now been

prepared by the Civil Contingencies Unit. It would be helpful
if David Howell could let us have his assessment of the

implications of industrial action by the power engineers.

4., I should alsoc add that there have been some instances

recently in which offers were made without advance warning to

sponsoring departments, or else at very short notice. I realise

that it may not always be practicable to have the seven days
notice we have asked for; but I hope that colleagues will

remind their industries that this should be the normal rule.
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e I am sending copies of this minute to the Home Secretary,
the Chancellor of the Duchy, the Secretaries of State for
Industry, Employment, Environment, Energy, Trade and Transport,
to Mr. Ibbs and to Sir Robert Armstrong.

(G.H.)
7) May 1881
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GAS SUPPLY

(i) Manuals (41,000)
Settlement date: 18 January
Unions: GMWU, TGWU

The unions have formally endorsed a settlement on the terms of the BGC's further
improved offer made on 26 March. The settlement provides increases of 9,T% to
10.7% in basic rates, 13% increase in the General Obligations Payment, 1 day's extra
holiday for workers with less than 10 years service and a working week reduced from
40 to 38% hours from 31 May 1981. BGC estimate the overall cost as 11.7% in the
year of settlement and 12.6% in the year from 31 May.

(ii) Gas Staffs and Senior Officers (58,500)
Settlement date: 1 June
Unions: NALGO, GMWU, MATSA

A claim was lodged on 18 March. No specific figure is claimed but the unions estimated
(prior to the Budget) that the rise in the RPI since the last settlement would be
16.1%. They are also asking for grade restructuring, increased leave and a

reduction in working hours to 35 a week. The parties meet next on 30 April.

(iii) Higher Management (3,500)
Settlement date: 1 July
Union: NALGO

The group has lodged a claim unexpectedly early indicating that they are seeking
increases in line with inflation. No specific figure is elaimed but the union
estimated (prior to the Budget) that the rise in the RPI since the last settlement
would be 15.4%. An NJC meeting has been fixed for 28 May.

ELECTRICITY SUPPLY

(i) Manuals (92,000)

Settlement date: 17 March
Unions: EETPU, GMWU, AUEW, TGWU

_A settlement was agreed at a meeting of the NJIC on 2 April. The terms were 10.75%
on basic salaries, 25p to 35p increase in unsocial hours payments, £3 increase (to £29
per week) in standby pay and a reduction in the working week from %8 to 37 hours from

1 October 1981. The full year cost is assessed as 113% to 12%, but could be lower

CONFIUENTTAL
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depending on the method of implementing the hours reduction adopted in local
'ﬂ\fgreementa. A further addition to the paybill arises from a restructuring agreed as
.part of the 1978 settlement and effective from 1 October 1980 which could add 0.5%
to average earnings in a full year.

(i1) Power Engineers and Technicians (28,00ﬁ)
Settlement date: 1 February
Union: EPEA

The Electricity Council aims to negotiate a settlement which does not exceed that
completed with the manuals - ie of the order of 11% to 12%, although the media have
mentioned a figure of about 13%., In the latest negotiations on 22 April the EC

moved to an improved offer of 10.8% at the bottom tapering to 6.8% at the top.

The offer is cast in this way to take account of the EPEA's demand for the preservatio
of relativities with the manuals at the link point which is at the lower end of

the EPEA scales.

The offer was rejected. The parties meet again on 19 May and the EPEA said that if
there was not a "sensible offer" at that meeting there would be difficulties.

The cost of the proposals, including improvements in allowances and other items,
leaves the Council without much leeway and they consider limited industrial action
cannot be ruled out., 'The Council believe this would, at least initially, be directed
at the industry and not at the customer.

(iii) Clericals (50,000)
Settlement date: 1 May
Union: NALGO

The NJC meets on 15 May, As in the case of the Engineers, the Electricity Council
intends to negectiate settlement which does not exceed that of the manuals. There mey
be difficulties since NALGO is claiming that the manuals gained a 2% advantage as

a result of their 1980 settlement and later restructuring agreement, and the clericals
wish their former relativity to be restored.

WATER SERVICES

Staff (31,500)

Settlement date: 1 July

Unions: NALGO, GMWU, NUPE, GLCSA, TWSA

The Staff side have submitted a claim for a 17 per cent increase in salary, a 35 hour
week, and various other improvements in leave and conditions. The claim will be for-—
mally tabled when the NJC meets on 30 April. The Management side are not expected
to respond to the claim at the 30 April meeting,
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.'EISH ATRWAYS (50,000)
Settlement date: 1 Jamuary (1 April for pilots and flight engineers)
Unions: TGWU, AUEW, ACTSS, AUEW (S & T), APEX, ASTMS, GMWU, FTATU, UCATT BALPA

Settlements have now been agreed for well over half of the work force. Negotiations
have been taking place in the separate National Sectional Panels on the basis of
the Board's offer of 8% from 1 April, with no increase from 1 January. Both sides
have accepted variations in the elements of the package applying to groups covered
by particular Panels, while keeping within the planned overall cost. Negotiations
for pilots, whose settlement date is 1 April, are less advanced.

The group which have not settled are cabin crews, engineering and maintenance and ramp
vorkers. British Airways are cautiously optimistic that the engineering and maintenance
workers are moving towards accéptanca of the overall limitations of the offer and that
the ramp workers will follow them. Cabin crews have now accepted the overall limitation
but are until in talks on the construction of a package. ¢

BRITISH STEEL CORPORATION (140,000)

Settlement date: 1 January
Unions: BSC-ISTC, BSC-NCCC, NUB, GMWU, TGWU, MATSA, ACTS, ASTMS, APEX, SIMA

The Corporation put forward a "survival plan" entailing upwards of 20,000 redundancies,
and proposed pay increases of 7% from 1 July 1981, with no increase from 1 January.
All the unions except ISTC eventually accepted the whole deal. ISTC however rejected
the pay offer and refused national agreement on the survival plan, although they are
prepared to engage in local negotiations on redundancies in particular plants.

BSC and ISTC again failed to reach agreement when they met on 10 February. The
talks were adjourned without a date being arranged for their resumption, and there
has been no progress since. If the ISTC's position does not change, it is BSC's
intention to implement the 7% increases from 1 July notwithstanding the absence of
a fully agreed settlement.

CIVIL AVIATION AUTHORITY (All grades - 8,000)

Settlement date: 1 April
Unions: CPSA, CSU, IPCS, SCPS, UCATT, EETPU, AUEW, GMWU, TGWU, NUSMW

No claim has been submitted and none is expected until a settlement has been reached

CONFIDENTTAL
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“the Civil Service. CAA staff were originally civil servants and »emained civil
servants until 1975 when they became direct employees of the CAA. Since then their
pay settlements have been in line with those of eivil servants. The Air Traffic
Controllers, whose participation in the civil servive strike on 9 March caused
gsubstantial disruption to eivilian flying, are currently taking selective strike
action throughout the UK.

Pagsenger Transport Executive Non-Manual Staff (5,500)

 Settlement date: 1 April 1981
Unions: NALGO, ACTSS

Negotiations on the JNC for PTE Non-Manual Employees opened on 5 March with an:
offer worth under 6% on paybill, which the unions rejected. An impmoved offer of
ﬁ.ﬂ%, made on 2 April, has also been rejected. Talks resume on 1 May.

In September 1980 this group negotiated a staged settlement which changed their
ASD from 1 September to 1 April and gave increases in average earnings calculated
at 13.29% in the 12 months period 1 September 80 to 31 August 81.

South Yorkshire PTE (Platform Staff - 3;000)

Settlement date: 1 April 1981 (formerly 9 October 1980)
Union: TGWU

Earlier this round a 6 months pay settlement was agreed between the PTE and its
platform staff for an 8% inerease in rates to run from 9 October 80 (the ASD at
that time), with a review on 1 April 81 (the new ASD). From 1 April 81 the PTE
offered an increase on rates of 7.5% (estimated to give 6.5% on earnings) which
union negotiators rejected after a ballot. Talks resumed on 8 April with an offer
which would give a 7% increase on earnings. A ballot was held on 16 April which
rejected ﬁhe slightly increased offer. A further ballot is being held on 30 April
on an offer which will increase basic rates by over 11 per cent, but add leas than
9 per cent to bhe paybill due to considerable reductions in overtime. The PTE

are reasonably confident of a settlement reaching.

British Rail (Clerical and Conciliation grades - 150,000)

Settlement date: 20 April 1981
Unions: TSSA, ASLEF, NUR

CONFIDENTIAL




)3 rail unions submitted a claim for "substantial pay increases" on 19 March.
gotiations opened on 13 April with an offer of 7% increase on pay rates which,
. after consideration, union negotiators rejected. A further meeting was held on
16 April when the unions pressed for a substantial increase in the offer and BR
insisted that they were unable to improve on 7%,

The unions' executives are this week discussing further joint action, including a
possible reference of the dispute to the Railway Staff National Tribunal. An
award of the Tribunal, however, is binding only if there is an agreed reference
by both parties.

. London Transport Executive (Rail Supervisors, Booking Office and
Conciliation Grades - 15550)

Settlement date: 20 April 1981
Unions: ASLEF, NUR, TSSA

The 3 rail unions submitted a claim for a 12.5% increase on 31 March. At a
meeting on 7 April the unions rejected a 6% offer. The parties are to meet again
shortly, when Management intend to spell out the consequences in service cuts

and job losses of meeting the unions' claim.

LT Underground settlements follow those of British Rail.

London Transport Executive (Bus Drivers and Conductors - 19800)

Settlement date: 28 March 1981
Union: TGWU

On 3 April TGWU submitted a claim for pay increases in line with RPI movements, a
35 hour week (from 39 due to be introduced in Nov 81) and extra annual holidays.
Negotiations opened on 13 April with an offer of 7.5% (in line with settlements
elsevhere in the bus industry). The offer was linked to improved productivity, as
reduction in weekly hours below 39, and a firm commitment to a 12-month's agreement.

Talks resumed on 22 April with the rejection of 7.5%. These followed an improved
offer comprising 8% on basic pay, increased receipts bonuses, 1 additional day of
annual holiday and the question of the reduction of weekly hours to 38 to be
referred for Committee consideration. :

TGWU negotiators agreed to recommend the offer to a special delegate conference to
be held on 30 April.
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y
’at Office (Postal workers - 156,000)

Settlement date: 1 April
Union: Union of Commmnications Workers (UCW)

In response to a claim for 20% increases accross the board, PO offers of 6%, 6% plus
a further 2% from 1 October, and 8% plus a further 1% from 1 October, have all been
rejected. After a negotiating meeting on 15 April UCW representatives agreed to
recommend acceptance of a final offer costed at 83% in the 1981 /82 financial year.
The offer increases pay rates and allowances by 8% from 1 April and by a further
13% from 1 November 81. It will be put to union members at branck ballots, the
results of which are not expected before early May.
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01-211-6402

The Rt Hon Sir Geoffrey Howe QC MP ['
Chancellor of the Exchequer

Treasury Chambers - ‘tql
Parliament Street 3 ‘t
London SWI» =5 2% April 1981

ELECTRICITY SUPPLY INDUSTRY: PAY NEGOTIATIONS WITH THE ENGINEERS

I am writing to let you know how the pay negotiations with
engineering staff in the electricity supply industry are

progressing.

The Flectrical Power Engineers' Association (EPEA) met the
menagement at a meeting of the National Joint Board on 22 April,
An improved offer was made of 10,8% for lower grades of the
Engineers scale, tapering to 6.8% at the top of the scale. This
offer represented a small increase over that made previously,

In addition, the National Joint Board are discussing a reduction
in hours and certain other adjustments. The EPEA rejected the
offer on the grounds that it destroyed the relationship with
industrial grades and did not adequately reflect the engineers!

status,

The next meeting is scheduled for 19 May when the offer is un-—
likely to be much improved., The Indust:oy believe that a fair
offer has been made and that they cannot afford to go beyond

the final settlement with the industrial staff. The EPEA may
make difficulties after the next meeting, although the Industry
believes that any action taken by the EPEA would be designed to
inconvenience management rather than cut off the consumer., How-
ever, there are indications that the Engineers may eventually
take a more realistic line and the management are doing all they
can to encourage this. I will report on significent developments

as they arise.

I am copying this letter to Cabinet colleagues, to Mr Ibbs and
to Sir Robert Armstrong.

D A R HOWELL
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NOTE

The circulation of this memorendum hes been
restricted, Recipients are accordingly
asked to ensure that the secrecy of its .
contents is strictly observede
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Treasury Chambers, Parliament Street, SWIP 3AG

- The Rt Hon William Whitelaw CH MC MP
Secretary of State for the Home Department
Home Office
50 Queen Anne's Gate
LONDON SWIH 9AT

Thank you for your letter of 27 March about police pay.

I am glad that you have.been considering this already, and
"I entirely accept that such consideration must take account
of the past commitments we have given.

I note what you say about the relationship with the pay

of the armed forces. However, at a time when pay settlements
are declining, this does not mean that the police, settling
in the next pay round, should necessarily expect to receive
the same increase as the armed forces in the current round.
Further, the relationship cuts both ways. If it turns out
that the armed forces' pay settlement this April is
significantly lower than the increase which the Index of
Average Earnings would imply for the police in September,
then this in itself must cast doubt upon the continuation of
indexaton.

I am sure you would wish colleagues to consider the issues

in good time before this year's negotiations start. Although
you do have the ultimate decision on police pay, it seems to
me that you would be in a much less exposed position, if
there were any changes to be made, if they were introduced into
the negotiations at the outset, rather than imposed by you
after the negotiations have been completed. I am therefore
content to leave it to your judgement when to bring the issue
forward for consideration, provided that this allows time

to give effect to any decisions we may take without running
the risk of accusations that we are changing the rules after
the game has started.

"I am copying this letter to the Prime Minister.

GEOFFREY HOWE
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PAY SETTLEMENT FOR GAS _MANUALSL 3

PRt
When I wrote to you on 30 March to let you know the position "
on the pay negotiations for manual workers in the gas and
electricity industries, I said that BGC expected the gas
unions to finalise their response to the improved offer (which
BGC assess to be worth 11.7%? on 6 April, I have now learned
that the last of the unions agreed on 8 April and that the
Trade Union Side have formally accepted the offer,

I am copying this letter to Cabinet colleagues, to lMr Ibbs
and to Sir Robert Armstrong. :

D A R HOWELL




TLWAY PAY

You asked if we could get additional information for the Prime Minister's

use this morning when Mr Fowler raises the question on railway pay in E.

2. The only immediate useful document is Mr Fowler's minute of 27 March
to the Prime Minister about pay. Transport have now however amplified this

to me. The key points are:-

(a) The EFL calculations assume 8% for pay this year.
-# |
‘(b) As Mr Fowler told the Prime Minister last night, BR think they will
be £100m, or thereabouts, down on their trading results this year. Without
offsetting action this will carry straight through to the EFL. Parker does
not believe BR can offset the £100m by their own efforts.
—————

PR

(¢) BR have an arbitration agreement with their staff which gives the

~~~right of unilateral access to thé BR staff Tribunal. The awards of the
Tribunal are however only binding if both sides have agreed the reference.
The history of the Tribunal's previous awards does not fill the Department
of Transport with confidence. If the Railway unions were to exercise
their right of unilateral access so that a non-binding award emerged it
would nevertheless be very difficult for the Railways to ignore it.

N ki 1L

(d) 1% on pay costs BR roughly £15m a year,

i BT

(e) Of the three pay options mentioned to the Prime Minister last night
by Mr Fowler, those based on staging (7% now + 4% at the turn of the
year, or 6% now + 2% in October), are i:ﬁigned.xb keep within 8% though
the first option would raise the base pay for next year's negotiations
by 13%. The "freeze'" option was designed to reflect directly the EFL

position. \

8 April 1981
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Mr. Ingham

: Mr ., Duguid
PRIME MINISTER ’v‘f

Monitoring Report for the Public Trading Sector:
Contingency Planning in the event of industrial action

I think you have already seen the latest Public Trading
Sector Monitoring Report, and the Chancellor's covering minute
of 3 April. The Chancellor refers to the contingency planning
in the event of industrial action that has been put in hand.
Since the conclusions of that work are unlikely to reach you
until after your forthcoming foreign visit, you may wish to
know in broad terms what the current assessment is.

There are four public sector groups where agreed pay

settlements are not yet in sight: British Rail, London Transport,

the Post Office and British Telecom. The principle risk of
industrial action arises from the first two, who may for the

T “.
first time act in unison. British Rail is looking for a
i

settlement in double figures, whereas the BR Board will try

and hold it to the 8% pay assumption in the EFL, If there is
no compromise, industrial action could take place in May.

The contingency unit's preliminary assessment is that the normal
BR pattern of limited industrial action could be coped with on
the basis of considerable public inconvenience; but that an
all-out strike, particularly if accompanied by a strike by
London Transport, would rapidly make life intolerable in London
and that a higher offer would have to be made. It is not
feasible to construct contingency plans to mitigate the effects
of an all-out strike.

Although industrial action in the Post Office is also a
possibility, since the unions are claiming 20% and have been
offered 6%, the contingency unit is inclined to view the prospect
with eq:;nimity. In particular, the Post Office counter services
are likely to continue, because the sub-post masters are not

/ members




members of the relevant union. A strike would be more than

inconvenient only if combined with action in British Telecom;

which there is no reason at present to expect.

7 April 1981
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Treasury Chambers, Parliament Street, SWIP 3AG 5
01-233 3000
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PRIME MINISTER fjs
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MONITORING REPORT - PUBLIC TRADING SECTOR
I attach the latest report.

Zia Settlements have now been reached for water and gas

t

manuals, and at British Shipbuilders. David Howell will no

doubt report the ocutcome of the electricity talks on 2 April.

3% For the future, the immediate problem areas look like

rail and the Post DOffice. These negotiations are still at

an early stage. As you know, I have discussed these with
colleagues, and we have set in hand contingency planning in

the event of industrial action. I understand that officials

are now well advanced with this. I have also seen Norman
Fowler's minute to you 0?—27/harch on railways’' pay, which
indicates the potential seriousness of the situation. However

I do not think that further action at this stage would be helpful.

4, On a smaller group, the South Yorkshire PTE negotiations
are producing very high figures if the two settlements are

taken together. I recognise that Norman Fowler's aE1Ifty

to influence events is very limited: but he may wish to.

comment on whether there is a risk of such figures spreading

elsewhere in the bus industry.

5. I am sending copies of this letter to the Home Secretary,
the Chancellor of the Duchy, the Secretaries of State for
Industry, Employment, Environment, Energy, Trade and Transport,

to Mr. Ibbs and to Sir Robert Armstrong.

ﬁ-l.'?ollr. vea 4 CN‘("‘”""‘* L?' i
) Clnceller K
(G.H.)

; Loy ] S §
April 1981 3“1@“]
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PUBLIC TRADING SECTOR
WATER SERVICE
(i) Manuals (33,000)
Settlement date: 7 December 1980

Unions: GMWU, TGWU, NUPE, NUAAW

A séttlement was ratified at a meeting of the NJIC on 19 March. The. terms

were 10.2% on basic rates, extending into bonus and overtime, consolidation

of a £5 efficiency supplement, improved shift pay, and 1 day's extra holiday.

The employers assess the effect on average earnings as 12.%%. They estimate
that the extra day's holiday can be provided at no cost.

(ii) Craftsmen (4,900)
Settlement date: 7 December 1980

The craftsmen have settled on the same terms as the manuals. In the case of
the craftsmen, the effect of the increases on average earnings is expected to
be 12.6%.

GAS SUPPLY

(i) Manuals (41,000) _
Settlement date: 18 January
Unions: GMWU, TGWU

The claim, which the unions say is worth 2%, seeks increases of 153% in line
with inflation and consolidation of bonuses at a sum equivalent to one-third
of basic pay, this sum to be paid to all workers (present bonuses range from
nil to 50%). Other improvements sought are reduction of working week to

%7 hours, increased holidays and increased holiday pay, paternity leave,
phased reductions in hours prior to retirement.

The unions have rejected three offers ~ the first, made on 7 January, was worth
about 8% on the pay bill in the 12 months starting 18 January (equivalent to
about 9% in the 12 months starting 2 August 1981 when a proposed reduction in
hours was due to become operative; and the second, made on 20 January, was

worth about 9% in the year of settlement (or 10.3% in the 12 months starting

_2_ 4“_5?8" 1961) = CONFIDENTIAL
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The third offer on 24 February was worth a little over 10% in the year of
settlement (just over 11.3% in the 12 months starting 2 August). On 26 March
BGC offered further pay increases and a small increase in holiday allowance,

and brought forward the proposed reduction in the working week (by 1% hours)

from 2 August to 31 May 1981. This package represents an increase in the wage
bill of 11.7% for the settlement year (equating to 12.6% in the full year from

31 May 1981). It is believed that GMWU officials (the main union) will recommend
acceptance of this offer at a delegates conference on 6 April, after which they

will respond to the management.

(ii) Gas Staffs and Senior Officers (58,500)
Settlement date: 1 June
Unions: NALGO, GMWU, MATSA

A claim was lodged on 18 March. No specific figure is claimed but the unions
estimated (prior to the Budget) that the rise in the RPI since the last settlement
would be 16.1%. They are also asking for grade restructuring, increased leave

and a reduction in working hours to 35 a week. The parties meet next on 30 April.

(iii)  Higher Management (3,500)
Settlement date: 1 July
Union: NALGO

The group has lodged a claim unexpectedly early indicating that they are seeking
increases in line with inflation. No specific figure is claimed but the union
estimated (prior to the Budget) that the rise in the RPI since the last settlement
would be 15.4%. An NJC meeting has been fixed for 28 May.

ELECTRICITY SUPPLY

(i) Manuals (92,000)
Settlement date: 20 March
Unions: EETPU, GMWU, AUEW, TGWU

The Electricity Council has received a claim for:

(i) a substantial increase in schedule salaries

(ii) a reduction in working hours to 35 a week

CONFIDENTIAL
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(iii) unsocial hours payments to be based on the hourly rate

derived from the schedule salary

(iv) voluntary early retirement at age 60.

The Council made no specific offer at the NJIC on 5 February, but at the
next NJIC on 5 March made an offer which they estimate to be worth 1131% on
the wage bill in 1981/82. The elements are:

(i) increase of 9.5% in schedule salaries
(ii) increase of rather more than 9.5% in unsocial hours payments
(iii) increase in standby pay of £3 a week (to £29).

(iv) reduction of 1 hour in the working week (to 37) from
1 February 1982, subject to agreement on the method of

implementation.
The proposals were rejected and talks-will be resumed on 2 April.

The unions said there would be no settlement under 13%. The Council however
believe there may be scope for settling at an increase of around 10%-11% on

schedule salaries, within an overall figure of an extra 113% to 122% on the wage
bill. i

(ii) Power Engineers and Technicians (28,000)
Settlement date: 1 February

Union: EPEA

The parties have had preliminary discussions, but no progress is expected
before the next meeting of the NJB on 14 April.

BRITISH AIRWAYS (50,000)

Settlement date: 1 January (1 April for pilots and flight engineers)

Unions: TGWU, AUEW, ACTSS, AUEW (S & T), APEX, ASTMS, GMWU, FTATU,
UCATT, BALPA

CONFIDENTIAL
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The Board initially offered 73% from 1 July 1981, with no increase from 1 January
and later raised the offer to 8% from 1 April. In negotiations within the
separate National Sectional Panels the Board has been prepared to vary elements
to the package within the planned overall cost.

Bettiements have now been reached for Panels covering rather more than half the
workforce. The groups which have not settled are the cabin crews, engineering
and maintenance, and ramp workers. Negotiations for the pilots, who have a

1 April settlement date, are in the early stages. The cabin crews have not
adopted a militant attitude, but the engineering and maintenance, ground services
and ramp workers staged a 1-day strike on 23 January and threatened further
strikes. Ground services have now settled, but the engineering and maintenénce
workers' shop stewards are meeting on 2 April, probably to decide whether to
undertake more extended strikes or to accept the offer. Ramp workers may take

a lead from them.

BRITISH STEEL CORPORATION (140,000)

Settlement date: 1 January

Unions: BSC-ISTC, BSC-NCCC, NUB, GMWU, TGWU, MATSA, ACTS, ASTMS,
APEX, SIMA

There has been no progress since the last monitoring report.

The Corporation has put forward a "survival plan" entailing upwards of 20,000
redundancies, and has proposed pay increases of 7% from 1 July 1981, with no
increase from 1 January. All the unions except ISTC eventually accepted the
wholeé deal. ISTC however rejected the pay offer and refused national agreement
on the survival plan, although they are prepared to engage in local negotiations
on redundancies in particular plants.

BSC and ISTC again failed to reach agreement when they met on 10 February.
The talks were adjourned and no date has been fixed for their resumption.

BRITISH SHIPBUILDERS (Staff and Manuals 70,700)

Settlement date: 1 April

Unions: CSEU, SAIMA

CONFIDENTIAL
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The unions presented a claim on 9 February. The claim was in general terms and
sought increases in rates and allowances, a reduced working week, increased

holidays and other improvements.

On March 20, agreement was reached for an increase in basic earnings for staff and
manual workers equivalent to 73%. Adjustments in other allowances, including
Minimum Earnings level, bring the total package to around 8.2%. This is subject
to ratification: the Executive meets on 2 April and a delegate conference on

6 April.

The issue of redundancies was not pursued in the pay negotiations. BS are

planning to issue compulsory redundancy notices on 3 April.
CIVIL AVIATION AUTHORITY (All grades - 8,000)

Settlement date: 1 April

Unions: CPSA, CsU, IPCS, SCPS, UCATT, EETPU, AUEW, GMWU, TGWU, NUSMW

No claim has been submitted and none is expected until a settlement has been
reached for the Civil Service. CAA staff were originally civil gervants and
remained civil servants until 1975 when they became direct employees of the CAA.
Since then their pay settlements have Been in line with those of civil servants.

CAA staff, including air traffic controllers, participated in the Civil Service
strike on 9 March, causing a substantial disruption of civilian flying in UK

airspace.
BRITISH RAIL (Clerical and Conciliation Grades - 150,000)

Settlement date: 20 April 1981

Unions: TSSA, ASLEF, NUR

The Railway Staff Negotiating Council met on 19 March for the formal presentation
of the 3 unions' joint claim for significant improvements in pay and conditions
of service. The BRB confined their response to a statement of their financial

position..

CONFIDENTIAL
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In separate meetings last week neither management nor the combined rail union
executives were able to reach final decisions on the strategy for the pay talks.
Both Bodies meet again, independently on 2 April to continue discussions. It

is likely that the first meeting between management and unions will take place next

week, but as yet there is no firm arrangement.
The Board intend to keep productivity talks separate from the main negotiations.

LONDON TRANSPORT EXECUTIVE (Rail Supervisors, Booking Office and
Conciliation Grades - 15550)

Settlement date: 20 April 1981

Unions: ASLEF, NUR, TSSA.
A claim - seeking a package of improvements, including 123% increases on basic
pay - was presented formally by the unions at a meeting with the Executive on

31 March 1981.

LT settlements follow those of British Rail.

LONDON TRANSPORT EXECUTIVE (Bus Drivers and Conductors - 19800)

Settlement date: 28 March 1981

Union: TGWU

A claim - details not known - is to be presented formally by the union at a
meeting with the Executive on 3 April 1981. It is likely to be very similar to
that of their rail colleagues.

NATIONAL FREIGHT CO (Operating grades - 23,000)

Settlement date: 1 January 1981

Unions: TGWU, URTU, NUR

A majority of TGWU delegates have voted to accept an offer which increases top
drivers' rate by 5.2% (to £81 per 40-hour week) and other operating grades'
rates by 5%.

CONFIDENTTAL
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The settlement is in line with the majority of RHA area settlements. The effect

on average earnings is not known.

PASSENGER TRANSPORT EXECUTIVE NON-MANUAL STAFF (5,500)

Settlement date: 1 April 1981

Unions: NALGO, ACTSS

Negotiations on the JNC for PTE Non-Manual Employees opened on 5 March when
the employers offered increases of varying amounts worth under 6% on the

paybill. The offer was rejected; the parties will meet again on 2 April.
In September 1980 this group negotiated a staged settlement which changed their
ASD from 1 September to 1 April and gave increases in average earnings calculated

at 13.29% in the 12 months period 1 September 80 to 31 August 81.

SOUTH YORKSHIRE PTE (Platform Staff - 3,000)

Settlement date: 1 April 1981 (formerly 9 October 1980)

Union: TGWU

Earlier this round a 6-months pay settlement was agreed between the PTE and
its platform staff for an 8% increase in rates to run from 9 October 80 (the
ASD at that time), with a review on 1 April 1981 (the new ASD). The PTE

offered a further 7.5% increase, which union negotiators rejected, as unacceptable,

claiming that at least another 2% to compensate for the effects of the budget

was necessary.

A ballot held on 20 March resulted in an overwhelming result rejected of the
offer (over 95% voting aginst) negotiations resume on 8 April.

POST OFFICE (Postal Workers - 156,000)

Settlement date: 4 April 1981

Union: Union of Communication Workers (UCW)

CONFIDENTIAL
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In February, UCW submitted a c¢laim for across-the-board increases of 20%. The
parties met on 24 March when management made it clear that the claim was far above
what could be justified. No offer was made. At a meeting on 27 March the Post
Office offered 6% which the union negotiators rejected. A further meeting was
held on 31 March to clarify and discuss details but the Post Office made no
attempt to improve the offer. A further meeting between the parties is being
arranged in the week following the UCW special delegate conference on 3 April.

The conference was called to discuss a proposed new productivity scheme but it

is expected that the pay issue will also be discussed.

CONFIDENTIAL
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PAY CLAIMS BY GAS AND ESI MANUALS

I am writing to let you know the latest position on the pay
negotiations for manual workers in the gas and electricity -
supply industries.

GAS

The gas manuals have indicated that they are likely to accept an
improved pay offer. which the British Gas management put to them at
a meeting yesterday. The proposed settlement would amount to an
increase of 11.7% in labour costs for the settlement year from

18 January (or 12.6% in the 12 months starting 31 May 1981, when a
proposed reduction in standard hours from 40 to 382 hours per week
would take effect). :

The elements of the proposed package are an increase in basic rates
of between 9.7% and 10.7%; the reduction in standard hours, which I
have mentioned; an increase of 13% (worth about 80p per week at the
top rate) in the General Obligation Payment (a payment in respect of
flexible working procedures); and one day's extra holiday per year
for all employees with less than 10 years' service.

The gas manuals' unions have quoted the 11.7% increase as 12.7% in
the press and BGC believe that this will be acceptable to their
employees who are keen to achieve similar increases to those
perceived to have been won by the mine-workers and the water-manuals.
BGC expect the gas unions to meet on 6 April to finalise their
response to the offer, four days after the next meeting of the
electricity manuals' NJIC on 2 April. Contracts between senior
management of the BGC and the Electricity Council continue to be
‘close. By :




ELECTRICITY = - Ll - T R

The ESI have settled their negotlatlng posltlon for their next

meeting. They will offer 10% on scales (with 1% in reserve)

plus improvements in fringe items - shift allowances and standby

and unsocial hours payments and earlier retirement (which could affect
the pay bill in the current negotiating year). These could add some
2% to the pay bill depending on the number of employées. In all a
settlement on these lines is expected to reach less than 13% on the
pay blll for the flrst year in operation from the settlement date.

I will, of course, expect both industries to meet the cost of their
settlements from within their existing EFLs.

I am copying this letter to Cabinet colleagues, to Mr Ibbs and to

Q‘f‘v‘" A

Sir Robert Armstrong.

(A
5%
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‘ 4
10 DOWNING STREET .

From the Private Secretary * 30 March 1981

Dear John

Nationalised Industries Pay

The Prime Ministér has read the Chancellor's
minute of 26 March, and isgrateful to him for
taking up with his colleagues what appear to be
the most pPressing issues regarding nationalised
industries pay. She would like to be kept
informed of the further work which has been
commissioned,

I am sending a copy of this letter and of
the Chancellor's minute to David Wright
(Cabinet Office). ’

el

Yours ever

T P LANKESTER

A.J. VWiggins, Esq.,
HM Treasury.

nu'r’ ._'“‘.-.'“.—'-'h' ~
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PRIME MINISTER

NATTIONALISED INDUSTRIES PAY

<1~ I have seen Geoffrey Howe's minute of
26th March. I am content that when Departmental
assessments of the consequences of industrial
action by rail, postal and telecommunications
workers have been received, the Civil
Contingencies Unit should consider the matter
and report. s

I am sending copies of this minute to the
Chancellor of the Exchequer, the Secretary of
State for Industry, Employment, Energy,
Environment, Trade, Transport, Scotland,
the Chancellor of the Duchy and
Sir Robert Armstrong. |

i

3 0 M&I‘Ch_, 1981
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QUEEN ANNE'S GATE LONDON SWIH 9AT

2 7 March 1981

B

Thank you for your letter of 11 March about the indexing of
police pay, to which I have indeed been giving a good deal of
thought.

The positions of the police and the firemen are really quite
different. The police, like the armed forced but unlike the fire-
men, do not have the right to strike; and this puts them in a,
special pesition on pay.

The principle of indexing police pay was one of the main
recommendations of the Edmund-Davies Committee and brought to an
end a long period of frustration in which the machinery for Settling
pay had broken down, police numbers were falling and the Police
Federation had withdrawn co-operation over a wide field. We cannot
go back to that dangerous situaticn. Moreover, we must have regard
to political realities. We came into office pledged to implement
the Edmund-Davies recommendations in full, and we have done so.
There would be massive resistance within the Party if we were to
seek now to renege on pledges we made so firmly.

There is another respect in which the police differ from the
fire service. The pay of the latter is settled between the local
authority employers and the Fire Brigades' Union. On police pay it
is I who make regulations after receiving a recommendation from the
Police Negotiating Board. Given this reserve power which would
enable me to impose a settlement if need be, I believe we should not
be in too much of a hurry to decide on our attitude to this year's
police pay settlement. The date of the settlement is still five
months away and the index should soon begin to reflect some of the
lower settlements which have been negotiated in the private and public
sectors. We shall soon have to decide what to do about the pay of
. the armed forces, and as you know it is my strong belief that we
cannot give the police less than we give the armed forces. Alyw SIE]
clear to me that the Government has nothing to lose and everything
to gain from delaying a decision on police pay. It would certainly
be damaging to show our hand before the Police Federation conference

in May.

I am copying this letter to the Prime Minister.
/b

The Rt. Hon. Sir Geoffrey Howe, QC., MP.
[ conroenmiaL |
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PRIME MINISTER
NATIONALISED INDUSTRIES PAY

Geoffrey Howe sent me a copy of his minute to you of 26 March on
nationalised industries pay. I have also seen the note of the
meeting Geoffrey held on 19 March which I was unfortunately
unable to attend.

I note that one of the main approaches proposed is to make a link
between pay settlements and future investment in the industry
concerned. Keith Joseph has repq;ted in his letter of 25 March

that this line may be followed in the British Telecom negotiations.

I shall be interested to see how this develops and also the results
of the further work by the Treasury and the Department of Employment.
However I have some scepticism about the effectiveness and wisdom

of this approach.

If we deny funds to a nationalised industry for capital investment
the main sufferers in the short-term at least will be their contractors
and suppliers (usually in the private sector) whose employees will
lose their jobs. As the effects of delayed investment begin to show
through, the nationalised industry's customers will suffer in reduced
service or higher costs. Within the nationalised industry itself,
however, cuts in capital investment, which are usually labour

saving and sometimes very extensively so, are more likely to preserve
jobs, as well as prolonging inefficiency. I therefore find it
difficult to believe that a threat to curtail capital investment

will be an effective deterrent to high wage claims by workers

in the nationalised industry concerned, or that it would

necessarily be sensible to react to an undesirably high settlement

by carrying out the threat.

1
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I hope that these points will be fully explored in the further
work which is envisaged.

I am sending copies of this minute to Geoffrey Howe, Keith Joseph,
Jim Prior, David Howell, Michael Heseltine, George Younger,
Norman Fowler, Francis Pym, Robin Ibbs and Sir Robert Armstrong.

NTB

Department of Trade JB
1 Victoria Street
Iondon, SW1H OET

D7 March 1981

2
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MR. LANKESTER : Mr. Duguid

NATIONALISED INDUSTRIES PAY

You asked for comments on the Chancellor's minute of

TLaq R —26 March, and related correspondence.

I am sure the .Chancellor's initiative in taking

up with

his colleagues the difficulties inherent in pay determination

in the nationalised industries is a useful one; and

the

Prime Minister may wish you to acknowledge the minute,

welcoming the initiative and asking to be kept informed.

e

The Prime Minister should know, because it does
e e et 4

out from these papers, that the monitoring group has
as the next difficult problem on the horizon the pay
m— Ty

tions in British Railways and London Transport. The
ment dates are not until 20 April, but the two sides

not stand
identified
negotia-
settle-
are far

apart and there must be a risk of industrial action at a

politically very awkward time.

27 March 1981
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Prime Minister
RAILWAYS PAY

We are now coming towards the due date (20 April)
for the main railway pay settlement. The Unions have preseﬁted
claims for substantial increases on which they have not put a
figure, but they appear to be looking for 13%. Before making
any reply, the Railways Board are pressing the three Unions
to say what they will do about the commitment from last year to
negotiate a new productivity agreement. The Unions are not
agreed among themselves how to reply, and this is likelv *n
prolong matters.

I have emphasised to the Railways Board the powerful
their budget and in the TJ"L, of

being achieved in the public services, in many plubli

(1i%e the National Frelght Company, which has settled Jjust above
970) and in private manufacturing industry, the railways cannot

be in any serious recruitment difficulty. The recession is still

. 1 T L R e ¥ LI, N s
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I -shiall keep dn ¢close touch with the Board to.see that we

as keen a settlement as can be managed.
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But we must recognise that the Unions' attitude has
hardened in recent weeks, as they have seen developments in the
cozl industry and the water industry - and now gas - and they
may now have expectations which cannot be met. With the heavy
pressure the Railways Board are putting on manpower reductions
and cutting out excess capacity, we must recognize an insv !
possibilily of Industrial action linked to Jobs as well as pay;
and on the pay front we must remember that the Rail Unions have
a right of recourse to the Reilways Staff Naticnal Tribunzl under
Lord McCarthy, thougn any award from him would not be binding
where the r=ference had not been agreed by the Railways Board.
The existence of the Tribunal is another factor which may inhibit
the room for manoceuvre. I expect that matters may move quite
slowly. I an keeping in close touch with the Board to secure

. that we have as much time as possible to consider matters as
they develop.

I hope colleagues agree with this approach; there ere

obviously dangers. I am sending copi of this minute to.the
[ o)

—

Chancellor of the Excheguer tate: for Emnlow

s L0l

and to Sir Robert Armstrong.

\

RMAN FOWLER




Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

PRIME MINISTER

NATIONALISED INDUSTRIES PAY

v’
I copied to you my letter to Keith Joseph of 17 March
expressing anxiety about forthcoming nationalised industries

pay negotiations and suggesting that we take stock,

2 I have since met with the Ministers concerned and you

may be interested to know the outcome.

i We agreed that the situation as regards the large
monopoly industries needed careful watching. Keith Joseph
and Norman Fowler will do all they can to influence managements
towards modest settlements in the industries - rail, posts,
telecommunications - where negotiations are still at a
preliminary stage. We agreed that we should have prepared
an up-dated assessment of the likely consequences of
industrial action in these three. This would enable us not
only to make plans to mitigate the impact but also to assess
the risks and decide how far the Government should go in
bolstering management in the face of possible action. Keith
Joseph and Norman Fowler are initiating this. Once it is
complete, I suggest the Civil Contingencies Unit should

consider and report to Ministers.
We agreed also to pursue the following:-

(a) How far can future investment decisions be made
to depend on effective cost control, including
productivity and moderate pay settlements? How can
the importance of this connection be got across to

management, unions and the wider public? To some

CONFIDENTIAL
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extend EFLs enforce such choices but not wholly
effectively. The Treasury and Department of
Employment officials are to examine this point.

(b) We need to give further thought to the
possibility of getting rid of closed shops in
local government and in water authorities. This
question will arise in the context of discussions
on the Green Paper on Trade Union Immunities;

but Jim Prior agreed that he would look urgently

into this meanwhile.

(c) A further point made by Michael Heseltine,
with which we all agreed, is that although there
is scope for improving efficiency in all parts
of the public sector, such improvements, even if
linked to pay settlements, may be very difficult
to achieve unless managements are thinking in
these terms sufficiently early. There is
probably a good deal that can be done to
encourage managements to think in a new critical
way about manpower requirements, so as to reduce
the impact of pay increases on prices. We all
agreed to consider further how this point could
be brought to the attention of managers in the

nationalised industries.

"
<

(G.H.)
ié March 1981
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB

TELEPHONE DIRECT LINE 01-22 3301

SWITCHBOARD 01-212 7676
Secretary of State for Industry '

ji.‘SI'Iarch 1981
The Rt Hon Sir Geoffrey Howe QC MP :
Chancellor of the Exchequer
Treasury Chambers
Parliament Street
London SW1P 3AG

han el

NATIONALISED INDUSTRY PAY

v
Thank you for your letter of 17 March. I share your concern
at the present trends in natiomalised industries' pay sSettlements
as far as the monopoly organisations are concerned. However,
as you say, it may be too late to moderate those settlements
which are near conclusion.

In the case of the postal services, the settlement date is

1 April. The Union of Communications Workers (UCW) has
submitted a claim for 20%. So far, the mangement has not made
any offer. Ministers in this Department have been assured by
Mr Dearing on several occasions that Posts are still aiming

for a single figure settlement, although it will not be easy to
achieve. The Government's continuing firm stand on civil
service pay will help him in conducting negotiations. I expect
to be informed of any developments.

The telecommunications settlemeat date is 1 July, but the timetable
for the negotiations may be brought forward. No claims have

yet been submitted. My colleagues and I have discussed pay
questions with Sir George Jefferson on a number of occasions and
have emphasised that the BT settlement, including productivity
elements, should be in single figures. ir George has indicated
that BT's need for an increased EFL for investment purposes is

a weapon in his hands in pressing for a low pay settlement.

The negotiations could well be difficult in view of the increases
already conceded elsewhere in the public sector. The POEU has
considerable industrial muscle. We will need to be clear about
how far we can back BT management if industrial action looms

and about how far we are prepared to resist pressure from the
business community, and the private sector generally, to intervene
in a way which would inevitably undermine and discredit the BT
management.

Since our meeting on Thursday 19 March, I have asked for an
updated assessment of the consequences of industrial action in
Posts and Telecommunications.

CONFIDENTTAL b
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' PRIME MINISTER

I think you will want to glance through
this latest clutch of papers on public sector

———

pay. There is a helpful summary of
e
nationalised 1ndustry pay at Flag A At
Flag B are the mlnutes of the recent meeting
of E(PSP) chalred by the Chancellor, which -
amongst other things - considered nurses' _pay.
On the latter, they concluded that the
crucial factor was likely to be the DDRB

report, and how we respond to it.

-

] k") Lﬁuui\._- I—’ "

ot

20 March, 1981.
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MR. LANKESTER c.c. Mr. Wolfson

u,/’/ Mr. Ingham

Mr. Duguid

Public Sector Pay Monitoring Reports

You asked for my comments on the latest monitoring report,
attached, which was considered by E(PSP) yesterday; and the Prime
Minister will also have seen the Chancellor's letter of 17 March
to the Secretary of State for Industry, enclosing the latest
monitoring report on the public trading sector.

I have no comments on the individual negotiations, which I
covered in my note to the Prime Minister dated 11 March, immedjately
after the monitoring groups had met. The further work to which
I drew attention then is now in hand; and the main current
difficulty continues to be with the Civil Service. The Prime
Minister might, however, wish to note that terms have now been
devised by the DHSS which have enabled a settlement to be reached
with the NHS electricians within the cash limit.

The main new points in these two monitoring reports are general
ones, The official group has recommended to the Ministerial group
that some work should be done on the implications of the trend

towards a common public services pay settlement date of 1 April.

Views are sharply divided on whether this is a good or bad
development, and on whether it should be further encouraged, And
the Chancellor is proposing that Ministers take stock of the

trends in the public trading sector which have led to higher than
average settlements, and what the implications are for the next
pay round. This is a highly desirable development, since it is
reasonably clear that the main influence on this pay round in the
public trading sector was the miners' settlement, widely understood
to be 13%, and the miners have already indicated their intention to
go for 25% this coming autumn.

19 March, 1981.
CONFIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG
: 01-233 3000

{7 March 1981

The Rt. Hon. Sir Keith Joseph, Bt., MP
Secretary of State for Industry

S

NATIONALISED INDUSTRY PAY

I attach the latest monitoring report on pay in the
public trading sector prepared by officials. In the
light of this, I think it would be useful if I were

to meet very soon with nationalised industry sponsgr
Ministers and Jim Prior to take stock of where we have
got to on nationalised industry pay, and the future
prospects.

The private sector, especially manufacturing, seems to

be settling below 10 per cent. The public services

are coming out so far at around 7} per cent. But
amongst the monopoly nationalised industries considerably
higher figures seem to be emerging. 13 per cent, which
is thought to be the increase achieved by the miners,

may be becoming a kind of going rate for this group.

The table annexed to this minute summarises the position.
It is noteworthy that negotiations seem to have divided
into two broad groups - lower figures for those

industries faced with pr%ce competition, higher figures
for those which are not he energy industries and water).
Where negotiations have been concluded or are far
advanced, there may be little or nothing we can do. But
for the outstanding groups - rail, posts, telecommunications -
we could if we wished seek to influence their settlements
towards the level achieved in the group faced with price
competition.

/I find the
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I find the situation disturbing and suggest that we
should meet to take stock, and look forward both to

the settlements for the outstanding groups and perhaps
to the prospects for the next pay round. The latest
monitoring report on the public trading sector, which
is just being sent to the Prime Minister, contains
further information. But I think it would be valuable
if you could supplement it by an assessment of the
prospects for posts and telecommunications, and if
Norman Fowler could do the same for rail. As these are
the three monopoly service industries where negotiations
have not yet started, the handling of the negotiations
will be crucially important. The objective must be to
achieve settlements in line with the first rather

than the second group ahove, which is likely to be
difficult. I think it important for us to take stock
.before serious negotiations get under way, for example
to consider whether there are any steps which could be
taken to strengthen the position of management. Any
additional information from other colleagues on groups
for which they are responsible would of course be welcome.

I am asking my office.to arrange a meeting later this
week at which we might discuss the assessments I have
suggested.

I am sending copies of this letter to the Prime Minister,
Jim Prior, David Howell, Michael Heseltine, George
Younger, John Biffen and Norman Fowler and to Francis Pym,
Robin Ibbs and Sir Robert Armstrong.

GEOFFREY HOWE
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PUBLIC TRADING SECTOR PAY MONITORING REPORT

WATER SERVICE
(i) Manuals (33,000)
Bettlement date: 7 December 1980
Unions: GMWU, TGWU, NUPE, NUAAW

Tﬁe unions' membership decisively rejected the offer worth 10% on earnings made
on 3 February and called for a national strike. When the union side met on
25 February to consider their next moves, the National Water Council invited
them to resume negotiations. The negotiations resulted in an improved offer
which the union representatives were prepared to recommend to their members.

The terms of the proposed settlement are:

10.2% on basic rates, flowing through into bonus and overtime

£5 "broad band" efficiency supplement to be consolidated, at a cost of 2.3%
Inproved shift pay o

©'1 day's extra leave.

The employers assess the effect on earnings at 12.3¥. They estimate that the

extra day's holiday can be provided at no cost.

GMWU officers believe that majority will accept unions recommendation, but
this could be finely balanced. Rejection of offer would not automatically
result in industrial action without a fresh ballot. Significant Votes still
to come in Iondon, South East, and Birmingham. So far the Northern, Liverpool,
and East Midlans regions have rejected the settlement. Yorkshire accepted.

The results of the reference to union members are expected to be known by
1% March. There is an NJIC on 19 March when the settlement, if accepted,
could be ratified.

(ii) Craftsmen (4,900)

Settlement date: 7 December 1980
The formal offer to the craftsmen still stands at 10¥, which was not accepted.
It is however understood that whatever inéraasa is awarded to the manuals will
be available to the craftsmen and the craft union efficials have indicated
that they will accept the terms of the current offer to the manuals if the
manuals accept it. In the case of the craftsmen the offer would yield
12.6% on earnings.

(CONFIDENTIAL)
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GAS SUPPLY

Manuals (41,000)
Settlement date: 18 January
Unions: GMWU, TGWU

The claim, which the unions say is worth 23%, seeks increases of 153% in line
with inflation and consolidation of bonuses at a sum equivalent to one-third
of basic pay, this sum to be paid to all workers (present bonuses range from
nil to 50%). her improvements sought are: reduction of working week to
37 hours, increased holidays and increased holiday pay, paternity leave,
phased reductions in hours prior to retirement.

r 3 % 5 fel & Iy M
On 7 Jnnuafy t?e unions rejected BGC's opening offer, worth about 8% on the
pay bill in the 12 months starting 18 January (equating to about 9% in the
12 months starting 2 August 1981 because at that date the working week would
be reduced to 38% hours). When the NJIC met again on 30 January the Corporation
tabled a revised offer which would add about 9% to the wages bill in the year
of aettiement. or 10.3% taking in the value din a full year of the reduction

in hours.

The latest meeting on 2l February saw an improved offer from BGC worth a
little over 10% on the wages bill in the year of settlement (just over 11.3%
in the 12 months starting 2 August). The management felt at times that they
were quite close to reaching a settlement, but at the end of the day the
unions said the could not recommend this offer to their members and are
reporting back to the membership. No date has yet been fixed for the next
meeting. i

" CONFIDENTIAL
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. ELECTRICITY SUPPLY

(i) Manuals (92,000)
Settlement date: 20 March
Unions: EETPU, GMWU, AUEW, TGWU

The Electricity Council has received a.claim for:

(1) substantial increase in schedule salaries
£ii) reduction in working hours to 35 a week
(iii) |unsocial hours payments to be based on the hourly rate derived from the
}achedule salary :

(iv)  voluntary early retirement at age 60

The C?un01l is in touch with both the water and gas industries. The Council
made no spec1f1c offers at the NJIC meeting on 5 February on any of the elements
of the claim and said they would need to examine more closely features such as
. a reduction in hours and flexibili%y on shift pay. Detailed negotiations
were referred to a small joint group, as'ipjthe two previous years.
At the NJIC on 5 March the Council made an offer which they
estimate to be worth just over 11% overall, made up of:

9.5% on salaries
A somewhat higher percentage increase in unsocial hours and
shift payments

11.5% increase in standby pay
Reduction of 1 hour in working week from Feb. 1982
The offer was rejected and talks will be resumed on 2 April,

Press reports state that the unions have said they will not settle
for less than 13%. Mr. John Edmonds, Secretary of the TU side, is
reported as saying that if there is not a better offer on 2 Aprxl
“"we shall be moving into a very dangerous situation",

(ii) Power Engineers and Technicians (28,000)
Settlement date: 1 February
Union: EPEA

<

The power engineers are likely, as last year, to await the industrial settlement
before making their claim. They have had their first meeting for general
discussion but are unlikely to make any progress before the next meeting on

17 March.

camﬂnmmt
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BRITISH AIRWAYS (50,000)

Settlement date: 1 January (1 April for pilots)
Unions: TGWU, AUEW, ACTSS, AUEW (S & T), APEX, ASTMS, GMWU, FTATU, UCATT, BALPA

The Board initially offered 72% from 1 Julyl1981, with no increase from

1 January, and later raised the offer to & from 1 April.

The engineering and maintenance and ground support groups are the sections
which have reacted most militantly to the proposals. They held a 1-day strike
on 23 January and planned a series of 1-dax strikes to begih on 20 February.
Following further talks, these further strikes were deferred.

BA, while maintaiﬁing its stand on the overall amount of money available, has
been prepared in negotiations within the separate National Sectional Panels

to vary the elements of the package. Settlements have been agreed for 3 Panels,
covering engineering officers (600), technical group (1000), and "SE & T"

(Supervisors) (1000). In one Panel, the "clerical and D scale'", the unions

have accepted and will be consulting their members.

Discussions with the engineering and maintenance, ramp and ground services
union representatives are continuing. No strikes are imminent, although the
threat has not been lifted.

BRITISH STEEL CORPORATION (140,000)

Settlement date: 1 January
Unions: BSC-ISTC, BSC-NCCC, NUB, GMWU, TGWU, MATSA, ACTS, ASTMS, APEX, SIMA

The Corporation has put forward a "survival plan" entailing upwarﬁs of:
20,000 redundancies, and has proposed pay increases of 7% from 1 July 1981,

with no increase from 1 January.

The craft and general unions and SIMA, the managers' association, have now
accepted the whole deal. ISTC, however, rejected the pay proposals and
refused national agreement on the survival plan, although they are prepared

" to have local negotiations on redundancies in particular plants.

BSC and ISTC again failed to reach agreement when they met on 10 February.
The talks were adjourned and no date was fixed for their resumption.
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. BRITISH AIRPORT AUTHORITY (All grades 5,000)

Settlement date: 1 January .
Unions: IPFCS, SCPS, CPSA, CSU, TGWU, AUEW, GMWU, EETPU, NUSMWCH & DE, UCATT

A settlement has been agreed giving 9% on basic rates, £1 a week extra for

24-hourlshift workers, and enhancement of the existing 10% productivity

payments in line with the new basic rates.

BAA has| said the settlement was equivalent to 9% on the pay bill, but there
are union claims that the increases were between 10.4% and 12%. Department

of Trade are unable to give an authoritative figure for the effect on earnings.

BRITIFH SHIPBUILDERS (Staff and Manuals 70,700)
5|

Settlement date: 1 April

Unions: CSEU, SAIMA

BS received a claim in very general terms which mentions no specific figures.

The claim includes:

For Manuals
- a substantial increase in rates
- improvements in overtime rates, holiday pay, sick pay and other rates and

allowances

For Staff
- a Bubstantial- increase in rates

- implementation of an equitable payments structure-

General
- a reduced working week
- a phased reduction in hours for those being made redundant

-~ increased holidays
The claim was formally presented on 9 February, the employers making no response.

When the parties met again on 3 March, BS made an offer of basic rate increases

equivalent to 5% on average earnings plus marglnal increases in the minimum

3 LUNL'&U ‘l_ 1AL
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earnings rate and overtime hourly rates equivalent to 0.25% on parnings. The
offer was subject to advance signature of yard-by;yard' agreements aimed at
financing the increases through greater productivity. The offer was rejected.
The next meeting is on 23 March. BS aim to settle at not more than 7% on

average earnings.

CIVIL AVIATION AUTHORITY (All grades - 8,000)

Settlement date: -1 April
Unions: CPSA, CSU, IPCS, SCPS, UCATT, EETPU, AUEW, GMWU, TGWU, NUSMW

No claim has yet. been submitted. Employéés of the CAS were civil servants
at-the time the Authority was set up in 1972 and remained seconded civil
servants until given new contracts in 1975. Since then their pay settlements
have been in line with those of civil servants.

There are reports that Civil Aviation Authority staff, including air traffic
controllers, are likely to contribute to the programﬁe of industrial action
threatened by civil servants, and are expected to support the civil service
strike on 9 March. If they do, there will be no air traffic control service
in UK air space, affecting not only flights into and out of UK airports but
also over-flights. ! X
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National Freight Co (Operating grades - 23%,000)

Settlement date: 1 January 1981
Unions: TGWU, URTU, NUR

An offer which increases top drivers' rate by 5.2% (to £81 per 40-hour week) and
other operating grades' rates by 5%, is recommenderi by union negotiators. But
requires a majority of the 10 area TGWU delegate conferences to vof.e for it to
be accepted finally. Of the 9 who have met 5 one in favour and 4 are against;
if Birmingham area Vote against on 16 March a return to the negotiating table

serves unsuitable.

L1 I

The offer is in line with the fuajority of RHA area aettieﬁents. The &ffact. on

'

average earnings is not known.

National Bus Co

Clerical, administrative, supervisory, catering and miscellaneous staff (12,000)
Settlement date: 1 March 1981
Unions: NALGO, ACTSS, NUR, TGWU, AUEW

NEC has reached agreement with all its non-manuals (except Executive Directors
and General Managers) on increases of 7.5% on scales. —— o
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Passenger Transport Executive Non-Manual Staff (5,500)

Settlement date: 1 April 1981
Unions: NALGO, ACTSS

Negotiations on the JNG\for PTE Non-Manual Employéas openéd on 5 March. In response
to a 14% claim, employers offered a small increase to scales (uurth well undar 6%).
This was redacted and talks resume on 2 April. ]

In September 1980 this group negotiated a'ataked settlement which changad their
ASD from 1 September to 1 April and gave increases in average earninga calculatad '
at 13.29% in the 12 months period 1 Beptember 80 to 31 August 81.

British Rail (Clerical and Conciliation graﬁes - 150,000)

Bettlement date: 20 April 1981
Unions: TSSA, AELEF, NUR

The three unions have submitted claims for significant improvements in pay and
conditions of service. Department of Transport understand that both the Board

and the unions are awaiting other public sector settlements before starting formal
negotiations.

No offer has yet been formulated, but informal meetings between management and unions
are taking place.
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BR dismiss as "without foundation' the Daily Telegraph report (24 February) of

-

a 5% offer.

Post Office (Postal workers - 156,000)

Settlement date : 1 April 1981

Unign : Union of Communications Workers (UCW)

The Post Office confirm the press report (Financial Times, 20 February) that
UCW have submitted a claim for pay increases of 20% accross the board. The

Department of Industry say that no further information is available at' present.
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