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P R I M E M I N I S T E R 

P a y 

T h e d i s c u s s i o n on P a y  i n the E c o n o m i c S t r a t e g y C o m m i t t e e on 1st J u n e 

~~ V 
was , d e l i b e r a t e l y , a ' s e c o n d r e a d i n g ' a f f a i r . M e a n w h i l e we have ,  as you a s k e d , 

c i r c u l a t e d the C P R S pape r on P a y . A m o n g s t o the r th ings , th i s w i l l be u s e f u l 

b a c k g r o u n d to the d i s c u s s i o n of the S e c r e t a r y of State f o r E m p l o y m e n t ' s p a p e r s 

on I n d u s t r i a l R e l a t i o n s at E on 19th J u n e . 

2. M e a n w h i l e the a n n u a l pay c y c l e c o n t i n u e s . S h o r t l y a f t e r the e l e c t i o n you 

took d e c i s i o n s on a r m e d f o r c e s and on p o l i c e p a y  i n d i s c h a r g e of M a n i f e s t o 

c o m m i t m e n t s . S i n c e then we have had d e c i s i o n s  i n E on t e a c h e r s (a r e f e r e n c e to 

C l egg ) and on i m p l e m e n t i n g the T S R B and D D R B r e p o r t s . L a s t week E ( E A ) 

a p p r o v e d i n c r e a s e s f o r p r o b a t i o n o f f i c e r s (another l a w and o r d e r g roup ) , 

S t a t i o n e r y O f f i c e p r i n t e r s ( f o l l ow ing a p r i v a t e s e c t o r analogue ) and c r a f t s m e n 

i n the wate r i n d u s t r y (a v e r y l a r g e i n c r e a s e for a g roup w h i c h has an e f f ec t i ve 

s t r a n g l e h o l d o v e r wa te r s u p p l i e s ) . I k n o w that the S e c r e t a r y of State f o r I n d u s t r y , 

who was  i n the c h a i r at E ( E A ) , was w o r r i e d about a l l these th r e e , but was 

p e r s u a d e d that the r e was no r e a l i s t i c a l t e r n a t i v e s . 

3. In the p r i v a t e s e c t o r , as you w i l l k n o w f r o m y o u r d i s c u s s i o n l a s t week 

w i th the S e c r e t a r y of State for E m p l o y m e n t , t h e r e a r e s ome s i gns of an 

a c c e l e r a t i n g r a t e of s e t t l e m e n t . L u c k i l y we a r e v e r y n e a r the end of the p r e s e n t 

pay r o u n d , and t h e r e a r e not v e r y m a n y p r i v a t e s e c t o r c a s e s l e f t to s e t t l e . 

4. In the p u b l i c s e r v i c e s t h e r e a r e two k e y s e t t l emen t s s t i l l to c o m e  i n th i s 

r o u n d . The l o c a l a u t h o r i t y A P T  C G r o u p  i s due f o r  an i n c r e a s e on 1st J u l y . 

B o t h s i d e s a r e t ak ing  i t v e r y s l o w l y . Bu t the c a s e w i l l c o m e to M i n i s t e r s  i n the 

next two  o r th r e e w e e k s . In E ( E A ) the g e n e r a l v i e w  i s that the G o v e r n m e n t w i l l 

f ind  i t h a r d to a v o i d m a k i n g ano ther r e f e r e n c e to C l e g g . T h e i n d u s t r i a l C i v i l
S e r v i c e  i s a l s o due for a s e t t l emen t on 1st J u l y . A c o m p a r a b i l i t y s tudy , c a r r i e d 

out by P R U ,  i s  i n hand . The r e s u l t s w i l l be known  i n a week  o r two . It s e e m s 

a l m o s t i n e v i t a b l e that t h e r e w i l l be l a r g e i n c r e a s e s , i n t r o d u c e d by s tages o v e r the 

nex t 12 m o n t h s . The c o s t for th i s y e a r w i l l have to be dea l t w i th u n d e r the a l r e a d y 

a p p r o v e d f o r m u l a : the e v en tua l wage b i l l l e s s 3 p e r c en t . 
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5. F i n a l l y , t he r e i s the p u b l i c s e c t o r ou t s i d e the n o n - t r a d i n g p u b l i c s e r v i c e s . 

H e r e we have the i m p e n d i n g t r o u b l e s w i th the Tube m e n i n L o n d o n , a l o n g o v e rdue 

s e t t l emen t for p o s t m e n and t e l e c o m m u n i c a t i o n s staf f and , a l i t t l e f u r t h e r ahead , 

s e t t l emen t s for a d m i n i s t r a t i v e staf f i n the G a s and W a t e r i n d u s t r i e s . 

6. A l t h o u g h t h e r e a r e p o s s i b i l i t i e s f o r t r o u b l e i n the nex t few m o n t h s , i t i s 

b r o a d l y t r u e that we can l ook f o r w a r d to a r e l a t i v e pause i n pay i s s u e s d u r i n g 

the s u m m e r . The nex t pay r o u n d w i l l not r e a l l y get go ing u n t i l N o v e m b e r when 

we w i l l have the t r a d i t i o n a l l y d i f f i c u l t F o r d and B r i t i s h Oxygen p r i v a t e s e c t o r 

n e go t i a t i ons , the open ing of nego t i a t i ons f o r l o c a l a u t h o r i t y m a n u a l s and 

c r a f t s m e n and the next r o u n d i n B r i t i s h L e y l a n d . On the o the r hand i t w i l l be 

n e c e s s a r y be f o r e then to take a v i e w on the pay a s s u m p t i o n for 1980-81 to be b u i l t 

i n to the R S G s e t t l e m e n t w i th the l o c a l a u t h o r i t i e s and the G o v e r n m e n t ' s i n t e r n a l 

c o n s i d e r a t i o n of c a s h l i m i t s f o r 1980-81 and i t s d i s c u s s i o n s w i th the n a t i o n a l i s e d 

i n d u s t r i e s on t h e i r fu ture f i n a n c i n g w i l l a l s o be w e l l a d v a n c e d . 

7. It i s c l e a r l y e s s e n t i a l that the G o v e r n m e n t u s e s th i s pause to se t the scene 

for the next r o u n d . S i n c e the r e w i l l not be a pay p o l i c y w i th g u i d e l i n e s , e tc . 

t he r e i s an u r g e n t need to l a u n c h the c a m p a i g n of p u b l i c educa t i on w h i c h you 

d i s c u s s e d i n E . The C o u n c i l of E c o n o m i c A d v i s e r s , the u s e to be m a d e of 

N E D D Y , the ' f o r u m 1 , e t c . c o u l d a l l be r e l e v a n t and you w i l l be l o o k i n g to the 

C h a n c e l l o r f o r i d e a s and a c t i o n as soon as the Budge t i s out of the way . 

8 . I th ink i t w o u l d a l s o be u s e f u l to beg in qu i te soon the p r o c e s s of e x a m i n i n g 

how the pay a s s u m p t i o n s , f o r i n c l u s i o n i n the c a s h l i m i t s , R S G , e tc . , a r e to be 

" f o rmu la t ed . T h e r e i s s cope h e r e both f o r a m o r e r i g o r o u s i n t e l l e c t u a l a p p r o a c h 

and for an i m p r o v e m e n t i n f o r e c a s t i n g t e chn i ques , me thods and t i m i n g . Y o u w i l l 

a l s o want to i m p r o v e the q u a l i t y of c o m p a r a b i l i t y e x e r c i s e s and p e r h a p s 

r a t i o n a l i s e the v a r i o u s p a r t s of the c o m p a r a b i l i t y m a c h i n e . 

9 . M u c h of the n e c e s s a r y w o r k was c o m m i s s i o n e d by you at E at i t s m e e t i n g 

on 1st J u n e - i n p a r t i c u l a r the C h a n c e l l o r of the E x c h e q u e r was i n v i t e d to c i r c u l a t e 

a p a p e r s e t t ing out the p o s s i b i l i t i e s for a " f o r u m " i n w h i c h pay m a t t e r s c o u l d be 

d i s c u s s e d w i th i n t e r e s t e d p a r t i e s i n a w i d e r contex t ; and a m a r k e r was put up to 

the effect that ques t i ons of pay , p r i c e s and e f f i c i ency i n the n a t i o n a l i s e d i n d u s t r i e s 

wou ld need to be c o n s i d e r e d by the C o m m i t t e e when the w o r k at p r e s e n t i n hand 
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by the S e c r e t a r y o f State f o r I n d u s t r y had been f u r t h e r a d v a n c e d . T h i s l a t t e r 

i s an i m p o r t a n t and d i f f i c u l t a r e a f o r w h i c h no t i m e f r a m e has yet been e s t a b l i s h e d . 

Y o u m i g h t a s k the S e c r e t a r y of State for I n d u s t r y to b r i n g f o r w a r d to E an e a r l y 

r e p o r t w h i c h c ou ld p r o v i d e the b a s i s f o r a d i s c u s s i o n . You m i g h t a l s o f i nd i t 

u s e f u l to i n v i t e the C h a n c e l l o r , once the Budge t i s out of the way, to b r i n g f o r w a r d 

a s i m i l a r pape r on the q u e s t i o n of the pay e l emen t i n fu ture c a s h l i m i t s f o r c e n t r a l 

and l o c a l G o v e r n m e n t and the n a t i o n a l i s e d i n d u s t r i e s toge ther w i th an i n d i c a t i o n of 

the w o r k i n g t i m e t a b l e so that an e a r l y g r i p can be taken on th i s t h i r d i m p o r t a n t l e g 

of the t o ta l s t r a t e g y . 

10. O b v i o u s l y you a r e h e a v i l y c o m m i t t e d f o r the nex t few weeks and the 

M i n i s t e r s c o n c e r n e d need t i m e to p r e p a r e t h e i r though ts . You m a y howeve r th ink 

that you s h o u l d have a f u r t h e r d i s c u s s i o n i n E , c o v e r i n g the whole f i e l d , soon 

a f t e r y o u r r e t u r n f r o m the Tokyo S u m m i t - p e r h a p s i n the f i r s t week i n J u l y - and 

that p a p e r s shou ld be c o m m i s s i o n e d a c c o r d i n g l y . 

(John Hunt ) 

11th J u n e . 1979 
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