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THE SOIAL CONTRACT: A HOTE ON THE YEAR AHBAD

The vrescnt series of pay limits 1s part - but only one
part - of thearrangement betwoen the Labour Government and the
TUC whereby leaders of major unicns have had an unprecedented
say in policy development,

the 5% 1imit onerating over the 12 momthe from August
1976 iz coming under greater strains than its £6 preducessor.
The porsents Tor a realistic amnd binding limit for the 12 wmonths
from August 1977 are not good. It is beginning o laak as if
the Goverrment may be Forecd at that time either to adopt &
statutory policy or to permit & pericd of unrestrained collectlive
bargaining. T# that hapoens, it will mark not merely the end
of the zocial contrmet in the sense of the 'voluntary' pay
comrtrol but, more importahtly, in the sensze of a special
relationship between Government and the wnions available only
to Labour.

Current Strains

Trmediate difficulties for the current limit stem for a
widespread susvicion that the seamen®s settlement drove & ¢oach
and horsos through the 5% limit. This means that some grlevances
which have built up during the £6 limit and cthers which still
lingered from the 1972-4 stntutory policy are now tubbling up.

Mast visible is the miners claim for early retirement.
But the likelihood of this leading to another pits sirdike should
net be exaggerated. The NUM executiwve have Ilndicated that they
atill believe that there is considerabls room for negotiatien,
guggesting a willingness to make concessions; one authoritetive
commentator [Paul Routledge, Labour Bditer of the Times) has
put forward a plan which ne claims could be within the limit and
which was orobebly floated on behalf of the KUM; stocks of coal
are reasonably high; and the Governmont has authorised the HUB
to make & new offor. Risks of o strike could only arise if one
or a nunber of the following circwnstancen Bross

1. The NCH s¢ mishandled negeotizations that no significant
conecssions ware offered

2. The TUC or ihe Government decided to declare publigely
that evon a modified HUM claim (which the NCE was willing
to accept) was outside the limit: -in which cass pressure
“rom the pits for a stike ‘*against the =ocial coniraet!
would grow '

3., The Goverrment took actions which Incensed the union
movement to such an extont that they wished fto demomatrate
their anger by a display of power

Mozt public sector agreements have atill o be reached and
it is voszible that other unions there will wish to demcnatrats
displeaaurs at the public spending cuts by foreing disputes over
DRY «

But in the private sector employer: seem confident of con—

taining settlements within the 1imit and it is generslly sxpected
to BUrvive.
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The portents for the noxt year

There has always heen an inherent weakness in the presunt
pay restraint. In order to obtain TUC assent to it in Juns
1975 3t was designed as a decreasing limit: it was higher in
the first year than we could really afford, but this was
sconomically acceptable because the implication was that tho
1imit would be successively smaller in succeeding years. The
gtrains, however, that build up as pay pelicles progress havo
to be met by ever greater flexibility. It is almosi impoasiblec
to roconcile the need for greater fléxibility with a declining
limit. The hope was that slthough & lowsr percentage would be
available it would be worth more because of deglining price
rises so that cven as small 2 sum as, say, 1% would orovide
rcel scome Tor manceuvee. This cpitimistie strategy is faltering
2% price rises start to sccelerate onoe mare.

What are the areas where demands Tor flexibility arise?
Hegotiateys from both =ides sgree

~ differsntials muet te impreved for skill
— rewarnde gheuld be pveilable for higher productivlty

— euope need to be taken towards coneglideting the present .
earnirgs pupplencnts on to baaic rated

— new pay etructures are requived

The adivooaten of these points inelnde: differentiale — Iron and Stoeel
Trades Gonfederation and the Electrieal Power Enginesrs; productiviiy —
the minera: reformed pay atructurss ~ British Layland.

The logds of the policy snd probakle soonomio conditicne demand  that
the overall cost of the limlt ahould ba leps than the pregent 5% limit
{which itmelf frubably meANS ne&rer % on wags coute), Jack Jonea has
already suggested & Plgure of 10% {6th September 1976] — a proposal which
met with & welisr of complaints from unlson eellesgues ranging from Tom Jackaon
saying that this scunded like a free for all o Joe Cormlsy esying ‘hat
no limit would be acceptable =~ mnd even going part of the way to mest the
preseures outlined shove would suggmet & taeh higher figurens,

It i poesible that the Government may ba able to give some help on
differentinle through f4xr sohceseions agrin and soww unlon leaders hawve .
jndicated that they would be interested in such & deal. But that will
not enr 3 the other pressures, To permit flexlbility on new pay structures,
productavity deals snd consolidetion mesns rizking phoney setilemente:
the only way thot con be awoided is by strict rulee and monitoring of indi-
vidual mettlements. That implies aetting up an institution on the linea
of the 0ld Pay Board, and oppoeltlon within the unicns to such = devalopment
weuld be compiderable: e,g. "We shall ingist that when this lot is over
thet {efc) nobedy from any central orgenisationm {euch ss the TIG) is geing
i0 ba in & position to tell ue whnt we should oegetiate and how we should
negotiate™ = Joe Gormley Tih Jeptember 1576.

(rther developments which make further affective woluntary resireint
unlikely includei .

- the minersn glaim now for o productivity deal {and phased’ retirement}
from Auguat 1377

~ Britimh Layland workers rejection of a Purther round of reetiradnt

~ ASTMS - already prepentlng olaime which masume ne cantrols from
next August,

It 10 golag %o becoms inoreapingly olear that the lowrnmentYs overnll
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acononie strategy will demand thet pay settlements after August 1977 will he
lets gunergus. Union nagetisters will bacome more apd pore swapicious thai
the talk of greater flexibillty cennot be carried threugh, They will be
lees willing then lasi year to &llow their leadsrs +a he pushed inta a
corner by the Gowernment. There werd alresdy mamblings then about an
arrangement whereby the Covertpent held pistols to the heads of the TUGs
WZD® tenm and told them to ogree or else face a collapse of tho K and &
gonsral wlection. They can only be louder this year.

Significently, the suppert of the Prapsport and Zoseral Werkers Unlsw
and their lesdership ~ which has been the keystone of the policy = is
arumoling. Their exsecutive hae passed 2 notion — agninet Jeok Jonea' advice —
that support for the Covernment does not commit them to suppsrt for Cabinet
freeden to decide pay lewels in 197T=T8, Jack Jones! reign is drawing to
a cloma: his sugeesoor will run in tende n with hio from Ppring 1977 =and
will talks ower fully a ycar later, Whoever that succeseor is and however
mich he may support pay polioy, he will mnot have the euthorily of Jonas.

in end to the Spcial Contract

For ita part, there is likely to be 1ittle that the Covermment can
offer in return for contimdng acquisscence in tight limits. The siance
that the Government will hewe to adopt in the coming months, because of
the TMF and other pressures, hag meant further outs in mublie spending and
a continuing refusal to¢ contemplats Import controls. This implise that the
points  in the latest TUC /Labour Party document *The Hext Threa Tears and
ths Problem of Priorities,' which csn Ba concedsd in the coming 12 months
will be agvarely reatrict;d. Tha Sovernment has indicated that it propeses
t» Bot on indusirial demceracy, btut ewen if 1% i1s willing o rdsk the
wncerteinty which legislative proposzle on worker directors would arouse,
it may well find that it has baen poosed 2 poizoned chalica by the TUC on
this subjact ae ggveral wnions have strong regermmtione about it.

when the Department of Employment start publishing statleiios once
mora, it is alsn going to be evident that bath wnemployment and prices hawve
atarted to rise agala.

For all theca ressonz, the Rreiel contract ls unlikely to look any
pealtkyar in six montha time than it does neow, and may well ke in a wores
state,

What ehould the Couservative response be? Clearly thers will be no
wigh to mourh the passing of an arrangement which placed 8o much power
tn the hands of a body (the TUC/Lsbowr Party Liaison Committee) beyond
Parlis. sntary seruting. There will alse be & strong belief that the
policiss recommended by the Opposition over the lagt two years and now get
oat in "The Right Approach" offer a far betisr route to national Iaoowery.

Put it ie not eufficlent that the pressnt pay restralnt sl.ald fuil:
what is important is that the pressot approach whereby tha Governnent
allcwe the TUC wids powers over policy dewelopaent s the haaias of &
working relaticnmhip with the uwnions - should be esen fo ba incapable of
popmawsl, If the Copservatives can demonsirate that we have come to the
end. of the 'Social Contrect! road, then Labour will lose a major electoral
maget. For that reascn, premsture glenting by the Oppesition over Alfficul=-
ties inte which the present 5% 1imit may run, and the mirident pressntation
aow of policies whisch aould appear to be Tantl-unicn® skovdd Le avoided.
Puah eotion could provide the only motlve etrong encughk fo cloae the ranka
of the Labour movement sround tha Socia) Gontrect.

t Points in thie document include w continued price conjrels and more food
pabeidieaf planning mgresmenta with the top 100 oompanisn; lmport peastration
cellinga; &1,000m p.e, for the NEB; farther avtion on top aalarien; 514
partloipation in offsbore ¢llj a new nor~oeane-taptod benefit For cne—parent
familieE: the eetting wp of & Wetlonal Transport Flamwing Authority
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