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CONPIDENTIAL - PR/10/77/32

i Economie Reconmtruction Groug

Minutes of the meeting held on Thursday 26th
Eey 1977 at the House of Commons.

Fresent:  Sir Geoffrey Howe in the Chaiz
oir Eeith Jogeph

Hr John Peyton
mr Bavid Howall
kr Jemes Prior
3ir Iecnard Neal

Er Adem Ridley
Miss Arme Bullach Secretarien
hr Robbie Gilbert:

Avclogien: hr Eermneth Baker
Anolomies Sir Tan Gilmour
e John Mottt
. Ly Jokn Biffen
hrs Sally dppenheim
Mr Barney Hayhoe
Nzt Brimn Griffiths
* uy Charles Bell

Concerted Acticn

The discuseion on Propossle for Concerted Action and Fighting
Inflation (PG/10/77/30) was contined,

Caph Idmitso

It had been sgreed thet the spplicetion of cash limits would
involve comeultation with the public esctor trade wnions, Ths scepe
and timing of such consultationz in relation t9 negetiations on pay
wore discussed, Cash limits were still & new departure and once
unione recognised that pey settlements depended upon the limit get

.:i.t was almost inevitable that they would want a veoice in 1ts dgter-
mination. It was doubtful whether this would be acceptable. It might
poesibly be feasible to sat the limite retrospectively, in the light
of pay mgrosmenta elready made, or of pay limits elready esst. But
1t would defeat the whole purpose &f casgh limits were to be set snd
then abandeonsd after pay negotiztions had taken place,

At present the Government wore gble to get cash limidts on the
aspumption that ouwrrent restrictions on pay increazea werq observed.
There was virtually ns scops for collective hergaining.

If overall cash limits were est by the Covernment for each
Deparftment,; larger than anticipated pay increases - for example~for
the pplice or for teachere — must involwve cuta in another depsrtmental
oxpanditura, on, for sxample, priesone en schoole. This counld lead
te 8 wholly cew concept of collective bargaining.

It was probable that the unfous would objeot that vey uﬂmﬂmﬂms
ware a waste of %ime 1f the smewmt of the ircreano that oc bo plven
had clearly boen determined in the setting of the cash limikas. Por
thie reason it might be impoaeible to fix the limit BDefore starting
negotiations, although it would be necepeary to have a figure slready
in mind. The room for manceuvre would be narrew, and the conseguence
of an excessive pay inerease would he B reduction in service amd
poapibly in smployment. Thie would have to be mede clear to the

uniong.
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. 'Tn the case of the railways tha praciice had heen in the past
+o present the facts +s the wnlona, snd if, after a fortnight, they
»ad been unable to disprove the fSoprdte cage, to proceed to bargeln.
The danger now wes that the vr} i onLS . faced with the facts, would aimply
demend that the cash limit should be increased. 1t was desirsble
that the Government should, ag far as poseible, stand back from the
negotiations, but when cagh limits were dieputed it would be difficult
to do so. :

Exlosting baréﬂining machinery, ouch asz the Purnham prd Whitley
gyatems, should be pregerved as far ab posaible within a new structure
for determining pey in the public sector. It should be possible to
bring the timing of negotiatione more closely into line with national
budgetting, pessibly by drawing negotiations together into a limited
porigd either before or after the apnuwal Budget. But we should avold
creating a.gituation in which pay -of certain gruups - gsuch ag the
police - appeared: to- be Pl ed off sgminat the reat, The consequence
of this would probebly he that tha public eector unions would join
togather in depanding to take part in the setting of the overall caph
1imite. It waa & danger inheremt .in novemant towardsa pymchro-pay, bt
ne night nevertheleass be propeilad in thet direction. .

The position would be further complicated if the PRU were to be
re—activated, and produced figures for ths increases that the public
aector 'must' have on comparability grounda. .

The decision on the totality of pay increance that could ba
given muat Test with the Govermment. Dlscussion in the conceried
action forum might be one way of aveiding entering into formel neg-
otiations on it, although tha ynione wowld aimogt inevitably presoe
the argument that the Govermment's overall ptrategy was Wroang and,
that what .wms neéeded was a policy for Zrowth.

It would be wrong te present cash limite &g a constraint on
pay, making them cpen to attack B a meane of controlling pay in the
public sector from which the private sesctor was fres. They should D&
predented as & conspraint on goverpment spending, and ap such compar-
- &ble to the constraints to which the private geotor wes always aubjsat,
'Thahcnnaa%uan¢a of sxceeding the limit would be the icae of jouka — as
it -would Be ‘in the private sector.. The nationalised industries should

batuaﬂ.gg far as.poseible to private aggtor-type bargaining.

-+ . -Detailed Comments on PG/10/77/30 (continued from ‘previous meeking) .

.7 Counter—Inflat onif olicy {page 8). The concept of roeaching
agreonent was over-emphaeised; 1t wap gver—optinistic to assume that
there could be e *generally accapied intellectual freomeworkt, Returm
to the device of meeking -advice from three wise men On any new body of
exg%ft'ﬁpiﬁinn. was-1ikely 1o expose our wamepses, put B Bource of

' bevier &dvice for the Treasgury, was much needed. Progress had been

mede in parrowlig the divergenca of views hotwéarn oppoeing camps: tha
need to reduce government borrowing, apd +to increass the lavel.of
profite, for e&xample, werée now generally accepted. We would want the
Compission.te heve & subatantial inpwt. from IBS, but it would b=
wrong Wo-aftempt to.get up a new body in oppesition to Fhilipe and Drew,
Graonwellms and other forecasters which hed aveloped independently. Tha
Comnteeionts role would be bLoth to improve our wderatanding of

... geonemic probleme and te act, to some extent, as an homest broker. The

wE ﬁﬁﬁfﬂﬂ?ﬂﬂnzig~thﬂ'ﬂtnﬂﬁuimﬂrﬂfj;ﬂpﬂ rather toc mechanistic.

' Implications for the improvement of ‘collective bargaining-
- We had to msome extent moved away from synchro-pay as an approach,

but this d4id not invalidate the caase for improving the iiming of
pthic asctor negotiailions in relation to the Bodget.

Subjeots for next entinz. Price control and the CBI paper on
_cpllauEI?ﬂ %argEIEIﬁﬁ would %E digcueaed. ]

The meeting closed at 12,40 p.m.
AR/I3A.

#d Conasriative Ramsarch Deparittient 14th June 1977
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