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The attached paper has been Prepared for
interdepartmental Committee on Nationslisead Indu::r;’ &q in
response o the request by the Prime Minister. It

our broad approach to pationalised industries shoula be besed on
the determination of:

cash limits
Tinancial objectives and in appropriate cases
performance objectives.

2 The paper brings out the limitations of the 2pproach =nd
the extent to which the Government is likely to become involvad

in pay issues, but I think in concept it provides =z 2 clsar wey =nd
I "cmemi it to my colleagues.
3 We must expect severe difficulties when umions exert their

monopoly power in key industries. The paper by offi

advises that tough cash limits should be set but ==y need T0 be
revised if union power 1sp§:§§cted to excess . nxt if hg_h
be any discipline in the sector, any short term comcessioms
on tiecash ﬁ’mt need to be limited to mm&;m
at least partial recovery in the following year from SEVIngs
lzbour costs, economies in the capital programme and o

of uneconomic plants. To the extent that

should mske clear to the pub]:l.c the
w2ge awzrds. We should also
efficiency to the anopolies
Can identify any scope for ¢

EECOMMENDATIONS
4 I recommend that:

a)
natiot?:.ll,iud
¥ ial ti



®)  cash limits pop 4 1
industry befope the stggg/gg should be fixed for

for each
: thelr respective pay megotistioms
during the pay roung beginning in A:;uai: tt;;: 5’:'3.:; -y

c) Departmental Ministers sho Stress in their contacts
with the nationaliseq industriag}dm m::;:mmily{ at

any long-term increase in real earnings will be endent
on improved efficiency ang OWer savings chat in
in wages unmatcheq by improv

vemente. 1n peageiad, At
SRR .
merely resulg in highen Prices' in productivi ]

e) we need to decige and to inform the n
of the contribution we shall e each

to the reduction of the PSER over the next

Department of Indnstr.y o bt el
Ashdown House
123 Victoria Street
IONDON Sw1




PA ORICES & EFFIC TSN s
Y, PRICES & EFj ICIENCY 1N M NATIONAL1SED INDUSTRIES

Note by Officials

Introduction
S O

1. At its meeting on 1 June (le Ministerial Committee on Economic Strategy
decided (E(79)2nd, Item 1) to consider questions of pay, prices ang efficiency in
the nationalised industries. Thigs paper has been prepared by the interdepartmental
official Committem on Nationalised Industries Policy under Treasury Chairmanship at

the request of the Secretary of State for Industry,

he Government's Position
T

2. Officials nnderstand that within the framework of firm monetary targets
Ministers wish to deal with the nationalised industries on the basis of the
following broad objectives:
a) there is io be no general norm for pay increases applying across the board
in all industries;
b) pay should be responsive to market considerations, reflecting the contribu-
tion of workers to each industry's performance and its ability to pay;
c) the Government itself should not finance pay increases and workers who
obtain increases which their industries cannot afford should meet the cost
either through improved productivity or by manpower reductions;
d) wage negotiations in those industries where trades unions have monopoly
power should not lead to settlements which pre-empt resources for the public
sector and so cause bankruptcies and unemployment in the private sector; and
e) the Government should pursue a line of maximum disengagement from the
day-to-day management of nationalised industries and should confine itself to
determining, and strictly enforcing, financial targets and limits on individual
nationalised industry calls on the PSBR.
These general objectives imply that wage negotiations in the nationalised industries
should so far as possible be a matter for the management and unions concerned and

not for the Government.

Major Problems

3« The implementation of this general approach will encounter problems: '
i) Trades unions expect to obtain broadly similar pay increases in
different industries and there are knock-on effects from one pay settle-
ment to another e.g. surface mineworkers on electricity manuals and

railwaymen. (This suggests that the arrangements under which the

1 1d be
industries keep departments informed about pay negotiations shou

maintained. ) < =
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ii) The nationaliseq im!vt:er_y Chairmen consider (hat

nn
practicable to submit their industrjs-p
than the rest of the public sector ang that theip

the rest of the econg

nationaligeq industries
services, strikes in them ¢

industrieg cannot
my.

be treated in isolation from

iii) Since severa of the ﬁupply vital goods and

e very considerable eco;

are 1)T010HFEdl the in
er are therefore vu l]ﬂhlﬂ.

pcheai nomic damage
particularly if they

struments discussed in this
iv) The process of del,»mining and enforcing cagh limits neces:

sarily
involves the Government in making an assumption about the level of future

try concerned (and therefore implicitly
increases if there were no change in employment or

wape costs in the indug about pay

productivity).

v) In the main loss-making nationalised industries (coal, rail, steel

and shipbuilding) the Government is in effect providing the funds out of

which wage increases are being paid. The Government will of necessity

be involved in decisions about their wage costs,

These points and particularly (iii), (iv) & (v) will make it difficult for the
Government to disengage completely from pay negotiations and from pay disputes.
There is no way in which the problems can be avoided or of predicting the industries

in which the problens will arise in a particular year,

Pricing & Investment

4 Economic pricing and investment are fundamental to efficiency. They provide

the starting point for setting financial targets, although social ?nd sectoral..
considerations are also relevant, In the case of monopoly industrn.zs. ect)fxomc
Pricing will ensure that cost increases are passed through quickly 1nt.'.o pr:::s.
affecting demand and hence new investment. Economic pricing also d?f::esthus
appronriéte relativities between, for example, peak and (.,f.ﬁpeakdp:::es;ment
Preventing unwarranted cross-subsidisation. Economic pricing aned on new investment.
Policies will in principle ensure that economic returps are earn

N the
tries should produce
The application of these policjes to the nalionalised indystr

tors, It is therefore
benetits which market fornces produce in competitive sec .

i White Paper
N alised Industries
Import ang that these policies - elaborated in the Nati::d but the rest of this paper
°f April 1978 (Cmng 7131) - should continue to be appl

ding wage costs.
on costs, inclu
“oncentrateg on instruments for exerting pressure
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INSTRUMENTS FOR EXERTING PRESSURE ON ¢OsTS

5 The instraments considored nye financinl targets

targets for costn and for quality of

% cash limits, and perforsance
There is some Scope for making

I course by no means a enqlete or
of thedr - ‘Vilnerability to industrial disputes.

nervice,
greater use of these instruments but they are o

reliable solution, mostly becahuse

Financial Targets & Prices

6. Where prices are constpained by competition, financial targets exert

pressure on nationalised industry managaments to keep down costs, including labour
costs. At present medium-term finaficlil tangots have hot been fixed except for

the Post Office husinesses, British Airways, the British Transport Docks Roard |
and British Rail's shipping. 1l is important to fix targets consistent u&

economic pricing and investment for all nationalised industries wherever possible

and Kinisters have nsked officials to prepare proposals for these targets. -

Cash Limits

7. Individual cash limits apply Lo each industry's external financing (itnw
f1nanc:ng r«qulremcnt net of internal msourcen) and helee to i‘i& c

basis of forecasts supplied by the mduatmes and mmtin.y by dqntm M i
forecasts, which represent Lhe difference bolween the i!?!' Mge Mﬁ&ﬁu -
on the one hand and current and capital Wﬂﬂi‘bﬁﬂ Mm - mﬁ"’

large shortf:lls. But these havie
and, if anything, cash limit
industries than overdraft 1
that nationalised industries,
their borrowing estimates for
°f a change in trading ¢
ficant breaches or revi
of experience so far.

Served as an effective



8. [ eash limitg are Lo axep Pressure fo, Sponsibl ini
3 ‘ ] Spons thle pay barpaini ng in the
ationalised industpies "Te wil Lhr ) e o a er s
nat.io 165, Lhere wiyy be three ¢ Nsequences. Fipat lthough there i
) ) 7 K s
a pood case for setting them as late ssi o
; 5 1 as possible su ag to take a
T as t “RE Account of the mogt

up-to-date u:f:mtin'inn. they do need to be get in advance of the Pay negotiations
they are intended to inMuence, This means that some cash limits woulg ‘h:sve to ;e
set well before the Budget byt (a5 Annex A shows) the important ones would not need
to precede the decision on the cash 1imit for the rate Support grant (November).

9. Secondly, Lhae Chairmen have pointed out that the process of setting cash limits
"requires Ministers in effect to take an explicit view on * « « the tolerable level

of wage increases . , <"« This is true, but the 'explicit view' need not involve a

tion. There couly in principle be 5 Tange of different figures for
different industries, though in pr

uniform as

actice unions will be looking for similar increases.
The assumptions would be less apparent than in the case of the public services where
some cash limits consist almost exclusively of Pay. But they would inevitably become
known in the course of negotiation and night be taken as a new "pay norm", Ministers
could argue thal il was up to negotiators to decide on the balance between pay
increases and Jobs, but the assumption necessarily implies a figure for the maximum
level of pay increase that could he accommodated within the cash limit, on the basis

of existing levels of productivity and manning,

10. Thirdly, it is inherent in using cash limits in this way - in which there is

an element of bluff - that the assumptions may have become unrealistic by the time

the negotiations come to a crunch. But any attempt to build in flexibility e.g. by
setting loose cash limits for the industries which could do most damage to the economy,

would be sel f-n’efeating. If cash limits in the event need to be changed, this will
have to be presented in whatever way does least damage (for example allowing for
additional redundancy payments might make sense in a particular case). In some
industries, for example British Rail, there are particular difficulties in offsetting

the cost of high pay settlements within a single financial year. Annex B outlines

the main features of the pay negotiations in the major industries.

1. The effects of a cash limit will vary, and Ministers are likely to have differ-

ing aims, for different industries, The cash limit should exert most pressurﬁ.z on

the pay bill where labour costs are a big share of total costs (the share vax‘-xes

from 10% to 60%), where prices are constrained by the market, and where the industry

is a pet borrower from the Government (in most years gas and electricity and the Post
Office are net repayers), The problem of industries which can pass on increased

"age costs in prices is covered in paras 13-16 under the heading of Performance -

-4 -
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Targets. Other industries may be able to stay within the cash limit either b
g ther

y reducing
ome economic damape but

investment, which may do s
in : ' ! Y may also exert some restraint on
the unions, or by reductions in or 5 i i

3 nployment. In some industries Ministers may in any
. ig aet cach limit ign
case wish to e ach limits at a level designed to reduce employment and increase

e ior 3 . :
of Lhe major losn—mnkmg industries such as coal
steel and shipbuilders, Ministers

productivity. In the cas
y rail,
may wish Lo exert a direct influence on the Teval

of the total wage bill since for these industries additional wage costs are in effect

financed by the taxpayer. As their banker,
with the total bill,

the Government is bound to be concerned
though it would be for the management to carry out wage negoti-
ations and to allocate available funds according to their own business Judgment.

12. To sum up, cash limits can exert a useful discipline on the nationalised
industries but their use inevitably involves certain risks and their strength and
eng

precision should not be exagpgerated,

Performance Targets

13. There are particular problems in those nationalised industries which are
monopolies or near-monopolies. Although the managers of these industries no doubt
seek to restrain costs and to promote efficiency, they can in practice recoup the
cost of inflationary wage increases or of avoidable inefficiencics by putting up
prices or reducing the quality of service. The market does not restrain their wage
negotiations or provide much incentive for incremsed efficiency. This situation

could have and sometimes has had serious knnck-on effects on other wage negotiations.

14, There is thercfore a case for supplementing financial targets by setting
performance targets for unit costs or quality of service for the monopoly or near-
monopoly industries. The Post Office, which commands some of the most complete
monopoly situations, is the only industry which has so far agreed to such objectives:
no rise in real unit costs in the postal service despite falling volume, and a 5%
per annum reduction in real costs in telecommunications over the period to 1982/83.
Similar performance targets conld in principle be established for other monopoly or
near-monopoly nationalised industries, reflecting the particular circumstances of
Decisions on their level - and on the associated

ably wish to attach to the targets -
t than decisions on financial

the individual industries.
assumptions which management would understand
are bound to contain a larper subjective elemen
targets. The pame goes for apportionment of blame
since nctual performance will be affected by facto
©.g. the weather or the overall level of activity i

if the targets are not hit,
rs outside the industries' control

n the UK economy. -
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5. 1t will sometimes be E
5 fem heuliTie HpreiTy qudity pime and in sy case some

emanding performance targets. But where they
could be usned to ret nepotiators to recognise
on totnl costs and hence on prices and also on Jjobs;
vity and higher wapren, Such targets should therefore
contribute to increased efficiency in the Piblic sector, Since the nationalised

%% of the Retail Prices Index, any such contributions
would help to restrain inflation,

industries may be unwilling Lo accopt d
can be established perlurmance Larpels
the impact of wape increasesn

and the link between producti

industries accounl for about

16. Performance targets could in principle be extended to non-monopoly nationalised
industries but their pay, prices and efficiency may be adequately regulated by the
combination of market disciplines, financial targets and cash limits (e.g. British

Aerospace and the National Freipht Corporation, shipping services of British Rail,
the British Transport Docks Board and British Airways).

C S |

The Role of Nationalised Industry Chairmen ' ="
T

17. An approach based on financial targets, cagh limits and perfWW‘W r
does not lend ilself to fine Lunming once the targets etc have been fixed. *lnrp in
it likely by itself to secure the right answers on pay in the course of a 3 y
The burden of securing success will be on the Chairmen and M-&f‘h

year.

productivity or reductions in manpower,
They will need to operate in the kn

for the actions necessary to

18. Once performance tar’ge

the replacement of the
can be used often, part
suitable Chairmen and
to pay salaries su
Probably only



19. Chairmen and Boarg members may resk reassurance that

' » T in pursuit of their
targels Lhey need {q Implemen) decisions whi

el pyrovoke industrial aclion or which

n bhe Government will support them and that they
will nol be held 1o acecount i ko resulling inGugst rial action causes them not Lo
Officials recommend Lhat no such
Ministers could make the point that
and how Lo present such changes would
alion arose, but it would be important tn ngi‘é
that the Boards were not legt with Lhe feeling that they would be penalised, whatever
nduatrial problenis.

require large-scale redundanes o

meet their tarpets in any. year daken in isolation,

blankel reass=urance shiould be riven in ad\'lance.
decisions abont whether to raize cagh limits

have to be taken when sueh a qity

the result of an attempt to face up to their i

Fixing & Mowitoring Targets

20. Decisions on the level of cash limits and of Tinancial and WEDM%\WS
will be critical. They must not ke unrealistically tipht or they will } €

on management. Lqually they must not be so loose that they provide no incentive for
efficiency and afford headroon for pay increases unmatched by i proveme produc-
Livity or reductions in manpower.  In the end a judgment will have to be made on
levels which are both realistic and demanding. But these will be difficull to get
right both because there are geniine uncertainties and becaus dm%&@;@
less informalion than the industries, particula 1y on performance targets. In some
cases, however, the industries themselves have adopte ‘demanding targe ‘Eﬁ"ﬁ@'
tions which could be used as Largets). F:l"‘ F@ﬂj@ﬂ%ﬂl %&wﬁsmﬂ_ﬁ?ﬁ‘%ﬁ
medium-term tarpet for rajsing output per rmnv!"hm te L ] . ey

i ¥ BN '.qm -

s

21. Three io five-year tarpels are
unit costs bul are not easy Lo uge
been agreed; there are alvays gos
and for things to get better next
monitored on an annual or more fre

the past year and to mak:
expertise and staff avail




suggested that a regime of gtpict finan

targets might stand a greater chance of

in order to force closures, This is a
in a tight cash limit, The real limitati

to the economy as a ,whole if an espenti

closures provoked a long strike throughout the industry,

THE VULNERABILITY OF TARGETS

23. Financiol targets, cash limits and performance targets are of course, like

partly directed at keeping wage costs down, vulnerable to
major strikes which can do great damage to the economy. There is no way round this
problem. It does not help to fix slack targets to accommodate powerful unions;
most of the major industries provide scope for damaging strikes, as Annex B shows.
To the extent that Ministers set targets or cash limits at levels intended Lo make
nationalised industries' performance conform with the Government's objectives, they
will run the risk of facing strike situations. And this may mean that, in the last
resort, the Government has to change cash limits or targets.

other policies wholly or

2k, Other difficulties are that the approach will be critically dependent on the.
Judgment about the initial tarpets, the validity of the assumptions on which they
in practice; and that

are based and the extent to which performance is monitor
targets and cush limits involve assumptions ‘about future we osts
bound to become known and themselves become targets for union wage-

CONCLUSIONS el
25. Despite the risks indicated above and the ultimate i
remain disengaged if there were prolonged
Some scope for using financial :
Promote responsible pay negotiation,
nationalised industries. ’

2. Ministers are invited to
a) Medium-term financial
(including sectoral [
industries which do not



b) Financial tarpets should be supplemented wherever possible, particularly in
the case of industries which have a substantial Monopoly or freedom to pass on

by performance targets for costs which would need to
be monitored at least once a year, ’

cost increases in prices,

c) Prices of the monopoly and near-mohopoly industries would be the resultant

and the cost levels implied by the performanc targets.
ially depressed for social or counter-inflationary

of the financial targets,

They should not be artific

reasons.

d) Cash limits for 1980/81 should be set for all the industries before the
pay settlements which are mostly in the period from January to April
Annex A).  There should be no attempt to fix a uniform fig /
in nationalised industries but decisions about cash limits

targets are bound to reflect a wiew about khe size of each

27. In considering whether to accept (b) and (d)

limits t.
and the practical limitations stemming from the ﬁﬁﬁ?@%ﬂ of s
targets or cash limits at the 'right' level and
These weaknesses have to be weighed a




NATIONALISED INDUSTRIES: PAY DATES FROM START OF PAY ROUND

ANNEX A

Nationalised S m No. of
onth Industry Neﬁgt}athg workers
'm.’ ——Toup approx.
\october UKAEA and BNFL Manuals 11,800
gapuary British Road Services Operating grades 14,000

National Carriers and Operati ade

Freightliners Poraving grades 16,000
{December  Water Service (NWC) Manuals 35,000
\January British Shipbuilders All grades 84,500

Post Office Manuals 185,000

British Airways All grades other than 50,000

pilots and engineering
officers

Gas supply Manuals 40,000
i British Airports Auth. All grades 5,000

Steel Manuals 124,000

(BsC) Technical, supervisory 41,000

and clerical
Management 15,000
BNOC All grades 1,000

.

ebruary Electricity supply Technical engineers 29,000
flarch Electricity supply Manuals 96,000
Coalmining (NCB) Manuals 231,000
Clericals, and deputies 48,000

and managers

Buses ( BC) Manuals 63,000

: . i 3 4
h&'itish Airways Filgte aul fRedsrsion i
officers
224,000

Railways (BR) All grades 8’000

Civil Aviation Authority All grades :

S anl 39,000

Post Office * Clericals

staff 15,20

UKAEA and BNFL a

/

\
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Nationaliseq No. of

Negotiat i

Industrz eggﬁ:gnins gljzk;;_'_
J -
Post Office Engineering 125,000
Gas supply Starf 61,000
Water Service (Nwc) Non-manuals J 30,000

Waterways (BwR) 2,7
Elcebricity supply g’ﬁ?ﬁ}ﬁls -~ L 55:3008
e e — e ~ — .

British Aerospace, British Transport Docks Board pay

4 throughout the year and so are

settlements are 8cattere
not shown in thig table.
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gall PAY

fhe settlement date for the main ruail pay settlement which covers
'

the clerical and conciliation grades numbering about 150,000, is
, ,

21 april 1980. It thus comes towards the end of the pay round

claims are submitted about threa or four monthe' ahead but serious

negotiation does not usually take place until the last few weeks.
The negotiating body is the Railway Staff National Council (RSKNC)
of which NUR, ASLEF and TSSA are membery and the agreement of all
three is needed for a ssttlement. In case of dispute any of the

partiee can refer the issue to the Railway National Staff Tribunal
(RSNT) but the Tribunal's decision on a unilateral reference is not

formally binding.

2. Relative position of railwaymen

Average earnings of British Rail wages staff have been declining
since 1975, relative to the national average for all industries and
gervices. The decline from 1975 to 1979 is about 10%. Average
weekly earnings of railwaymen in the conciliation grades may still
bs just above the national average, because of the longer hours
worked; in 1978,railwaymen worked an average week of 51.5 hours
compared with the national average of 46 hours. It must be
expected that the railway unions will make efforts towards
recovering their earlier position or at least preventing further
dsterioration, in the remainder of this pay round and in the next.

2s_Current pay round

The outstanding issues in the current pay round are:

a) the negotiation of a new productivity scheme;
b) the reference to the Railway Staff National

Tribunal of the Un‘fons' claim for a 35-bour basic

week;
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¢) the reference to the Rai)

8 incomeg policy,
ny of these could produce difficulties fop Tailway polj
. icy and
fifices, but 1t seens unlikely gk they coulg tieciptate & may
- major
jgsue of Government pay policy,

4, Costs of disruption
.

gitional rail strike can cost £3m to s4m per day. Congiderable
financial damage can also result from disruption 8toppi
strike. A relatively small number of men (particularly signalmen)
can effectively bring the railways to a balt. Services can very
substantially be disrupted by refusals to work overtime or rest-days,
or by "work to rule",

. Prices

On the assumption that the Railways Board manage to avoid a fares
increase for the remainder of this year, the next general fares
increase will be at the beginning of January. The Board will have
to decide the amount of that in October ie well before they can see
the way the Pay round is developing. Having taken a fares increase
in January, the normal pattern is for the Board to decide in May or
June whether or not they need to go for a second increase in the
Weumn, nig would depend very much on the main pay settlement and
its tining (eg if it were referred to the RSND).

6. The Board will be going for increases in their negotiated

L king to
freigng contracts in this September. They have been seeking ’
i to rever
e towards a pattern of annual increases, but might need
ix monthly
to theip Previous pattern of smaller increases at six m

. ir costs
)-lltel‘valg. In any event, the effects of changes in their

teeq . their major long-term
throueh only after substantial lags into

1t
“ont tlementare thus fe
™Ct8, and tne costs of a large pay et

°r
D'M"'éu"a

"1y sharnly hy the freight businesss

T ~~nCIDENTIAL ___33-0—



CONFIDENTIA,

(OHAL COAl: BOARD
Nt e

. Megot i ~
cprnchure of p‘l—‘—‘g\_’ Lationg
5

there are five distinet neeoljag inp

1

cenls, werkly paid industrjag als
r]”_l(ﬂ, ’ Laffs, ,qf.mhm_l‘ o

Aprria) Rrades). The

cers (227,000 sbrong, TeNranontad
)"""’"ry Nled by tha
z b

v nerotintions in the inrlvm'r_','.
pay

Mrr’,‘pf.nti'ﬂ!‘.

g n a a " a
The negotiating forum for the NIy the \oj
) f ke Joint - tiona] Fotintj
: oti: ting
ce (JNNC). 11 apreement cn t
o) ( mnot he reached in the JNNe there ig provision
! NNC there i isi
by mutual aproeme Ly & J
r . 17 : nt, to a Nwtmnnl eforence ri
| R ibunal, M
s The NU s

sub ject

the NFC hag frequently

ional Executive t ° © union'g affairg
t Co i wered Lo g Inister the U 5
golutlion of Anr 12l Confr rence. Ir recent years,

bynarred Conferance by holdins 1ithend hallntn ("l'. for the nceentance of this

year's pny settlemnnt).

Tining of Claims

3 The seltlemnt date for al] coal industry firoups is 1 March, It is traditionally
1 November but was mished back as a pesult of the dispute during the winter 1971/72
until March 1977, after the Wilberforen Enquiry.  There is constant pressure from

tha NUM to return to the November date.

Comnnrntors and Reprecussions

" the mineworkers are concerned to maintain their position as one of the top
fIning groups in industry.  They fell from third place in the earnings league

M 1960 to twelrth in 1970, but recovered to first place by 1978.  The rates for

Sirface workers have an effect on settlements for manual workers in other

! e a direct
1ndnstri.,5' notably the electricity supply industry, where the unions mak:

Ci : -
MPArison witk surface workers at Lhe pits.
Ci

“r"e‘nt/Nnx[ Round
5

this
n ; round, Conference
The Ny rettled for a moderale increase in this pay :

he NEC has
Veek (o claims of (5% for 1979/80, but the

=6 dnly) hhs endereed
. * the levels set by
p"vlo“sly been able to negolinle sottlements substantially below

C
On I‘y_.r.en”‘ n
Cap

N ley
' to which Joe Gorm
Militancy next winter will depend on the i

LT T 3 .ntion.
"“'l'-nln NG stang for compromifr not conf¥on!
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atrike Action
llu”‘" on 5t

CONFIDENTI

In order to cnll an officin Blrike

A ballgy
1 favour im required (action hort of Strike can pa call
) Alled withoys
aquences of Tndustrial Actiop =
D S s ]
he severe impact of the strikns in 22 ang 74
7 resul

icketing of power stations, ang goa fdepots ang docks
pic : ks &

Urrlying the power
{ations SO as to prevent transfer of SUpPlieg

t power stations and elsewhe
at

oyeral weeks, but for next wintor the CB
e

than in the other fuel industries. Tya effect of absorbing wape increases in

prices is illustrated by the fifures (baged on 1977/78 wagebill and turnover):
1% increase in wape costs £15 million - 0,6% on prices.

Coal price increases are normally constrained by the headroom available below

fuel 0il prices; from Government's roint of view, however, price increases are

needed to improve the Board's financial position. They should not be cancelled

out by wage increases, which ghould ideally be pnid for by cost reduation.
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Flllvr‘lfﬂ( GAS CORIMORATION

'ay Nepobintions
oy ructure of: liay Hogobintions
b

here are four negotiating FTOUPs in the pap

1 V | FAS Bupply industry (manuals
spafl and other senior officers, miintenance eraft i '

5 6men, hipher MAanagement),  Th
proups ATe the manuals (ho,000, e

" represent.nd by G¥

g WU and TGWU) ang EAE staffg
ref.000, represented by NALGO and Gyl (MATSA))

. .
Pay offers in their National
joint Councils are normally (thous

! not when a overnment pay pohcy op d
H t erates)

of the uniong

d to delegate conferencos 1
& 1nvolved for confirmation/npproval.

raferre

riming of Negotiations

i The settlement date for the manuals and craftsmen is mid January; fo
: i for gas

gtaffs and higher management, 1 July.

Comparators and Reprecussions

3 The manuals have links with the electricity supply industry, and to a lesser

extent the water cervice industry and the local authorities. The gas staffs and
senior officers also have some Jinks with these industries by virtue of common

union representation.

Current Pay Round/Next Winter

b Gas stnffs have stil) to pettle in this round. Negotiations have been
prolonged by NALGO's fears about job preservation, but BGC do not anticipate
industrial sction. Manuals settled for 9% but indicated that they might
re-open negotiations if later 'wirds (ep in the electricity supply industry) were
at a2 substantially higher level - this is still a possibility.

Consequences of Industrial Action
5

Gas supply workers have no Lradition of industrial action but the

. . r
Consequences could be severe especially of action by those gas staffs and senio

| i
officers who man the distribution terminals. Apart from interruption

of Sipplies to consumers e e
“onsnur '
: roduction shutd
t"-f’mlnaln are limited and any period of stoppare would force p!

. dice safety - -
In UKCS pas fields.  Interruptions of suprly ean alse .

Aip i
®ntering mains can cnuse explosions
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pricing Implicatl ionn
et I'r SLASLL L
cost

The effect of abrorbing
N
6

YIrr increages in priceg is i1lustrateg by the
s (bnsed on 1977/78 wapehin] ang turnover)
fipures

cost of 1% increase in wAares £y million - 0.7% on Prices,
n5 are well baln a "
pomestic gas prices ar 7" those of competing fuels, %o that there peeq

market difficulty in rajinsi domegtic Prices by the
pe NO o

ing

modest percentage
d to cover a substantial Incrense in wages.
ired t
requ

In any €asey A price rise mipht not be required,
P 3

The industry ig in surplus
h n negative cash limit (rnmy\ng thiig million thie R EXChequ").

wit 2F

yariation in financial res

aris

ults due to, for example, weather conditions, could
ed the cost of an extra percentage or two on the wage bill; go it may be
far exce 2 3

lictic to expect the cash limit rule to impose an effective constraint on
unreAallfR - E

y bargaining in the industry.
pay
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me‘ el GUTY SUPELE T ey CONFIDE' _‘_

NTIAL

A There are four nepa inling rroups

9 eri
engineers and managerial grades). ., cals, power
enf

r’,prﬂsqntnd mainly by I'.']-:I"I‘U, 50me GMwy AUEW
- ' d 0 )

Wil ) and b
POwer enpine
(29,000 = represented by the Bpgg) . 2

; i Practice in the Nationa) Joint
Industrial Council (manualg) je for th

2 final gk ici
inal r.lectnc;ty Counci] offer on pay
to be put to a postal ballot of members, In the National Joint
g oint Board (power
engineers) nepotiations, the EPEA negotiators ape
; ? Te empowered tq uccept/reje
ct

offers.

Timing of Negotiations

5 The settlement date for the manunls is 17 March, and for the power engi
gineers

1 February. In practice, the NJIC uniong have been content to let negotiations

slip behind the settlement dntn to establish A clearer picture of how pay

settlements are levelling out in a particular round (and especially to gee the

levels agreed for surface workers in the NCB).  The EPEA tend to settle once the

manuals' pay has been established - the engineers' are concerned to maintain (or

increase) differentials with respect to the manual grades.

Comparators and Repercussions

] Outside the industry, the NJIC unions compare rates with NCB surface workers,
and with manuals in the ras and water industries and the local authorities. The

NJIC unions have membership in n wide cross-section of industries, both private

and public sector.

Current Pay Round/Next Winter
4

No groups in the esi have yot settled in this pay round. Manuals are

i de clear
fUrrently balloting on a recent offer fromthe Council - union leaders have made

. EPEA have with=
that the only alternntive to acceptance is industrial action. The

3 Council will
drawn 5 threat of industrial action on the understanding that the Coun

. ; the manuals - this
Mke an improved offer incrensing differentinls with respect to

; gettlement with
Could Jenq the manual unions to re-opena but it is hoped that a

tion.
boty Froups enn now he reached without industrial ac
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; ROEL Office Wannzeaass -
EL == Jlagenent
“h’.OCi(ﬁl:‘"‘.lc R 2des are represented by
Sssociation (CPSA) ang cecutive pradeg b
ic Servan's (sCp3 The settlement s
ve telephone operator membere "

= cor members) ig 1 K
nd POMSE 1 Aondis = SO0RLE) 18 1 Jetuarv: for
s {,Pgt‘“",jé ‘é“r-‘é and for PORU 1 July, e’ future
oF e FS, SPOR and poigs Vill be 1 July - syhject
paJ negotiations now undep wa i s T

Al

2 Currern’' Pay Hound

tlone are dreesging on and the recent FOREU Cor

~tiira
18 1ve

: nd A X erence endorse?
ln@us trinl action if the National Fxecutive
~onropriate,

f Industrial ‘chion

S have been takine industrial =ction since February in

eir claim for civil service type incrccses bosed on

historic links, Computerised telephone »i has been brought to a

halt will & hacklog of Lills *otally £575m of whic. £69m been

recovered hy mamial procedures. Othsr sciion is lieing ek inc_uding
stri%e hy five CPSA mem.ers responcible for issuing stemps nciionzlly.

/.

telecommunicetions network is 99.9. a‘..:'t:_ma";;c:“
ztional calls are now diallead direct. A it "h“fi e
07U weald not therefore itself bring services o a
abrupt halt unless more militant elements in‘tfze Union resorteccl i.o
deliberate schotage But it would affect mein‘enance .and: CE?:M:VI
gradual random deterioratianjm t};ezse!g‘lc:cﬂ;lérgggh "L?*io;.. o«;
lines beins left uarepaired. within 2-3 wees B s
rendom _'aul‘t:se*.a‘ou'_flc‘ mg‘.: c the service nO'tlceab]:y“‘:!grfi_n:ng 'ﬁf‘?: oA
on the deterioration might proceed rapidly. 'Foéh;seu iétwéeﬁ Pt ol
international, trunk and junction circuits (ie

be circumvented by .
ro_oie city) and in exchanges, coulddﬁégtign’ but where re-routeing

Te-routei ost in increase ion. International
was note;;%oz:tigmte:hgs would depend on e §°§p§§§-§§g§s and would be
Services would suffer from the loss of Oggﬁg'o
Particularly liable to serious deteriora o
: essentia
A number of public and commercial 9mm“§§2“§°§i"3mce. These
Private compunication links maintained by However, these private
sdclude the electricity and gas indusxdes- L0 T l1ts in a period
Sircuits would be less likely o develop :mggments for diverting the
of a few weeks and there are standby ar t telecommunications Services
affic to the public metwork. GOVErmEERE TR BT service and
are for the Ao part fully integrated Wi ’
e mainly automatic.

the POEU National Executive
/thate... -
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It has traditionally been the policy of




i hould not be j
that Services s °¢ interrupteq o i
fire gerva.ges_iﬁdt;clhe police. Never‘chelesshogﬁggls’ awbulance and
experienced wi © general deterioration gof sert(incllegles‘l‘goullvdtbe

; + The National

Television programmes, more especially ITV
immediately hit if POEU members COHCeZned
programmes also went on strike.

Programmes, would be
with the switching of

The full effects on the nation of a prolonged all- i i
in a complete breakdown of the telecommunications g:zvfzﬁlﬁergiﬁfﬁt
to assess as nothing approaching this situation has occured in the past

Prices
=L1065

No decisions about telecommunications tariffs for the present fi i
year have been taken, but the Chairman of the Post Off?ce has selnlilgnual
publicly that there would be no increases in telephone charges before
the end of this year. However, tariff increases are likely to be
necessary in January 1980 if the Corporation is to meet this year's
cash limit. The size of the increase will reflect the level of
telecommunications' wage settlement, still to be agreed.
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and of vans. The settlement date ig
for POEU).

2 Current Pay Round

The recent pay settlement of Wwas regarded very much as a

. s n
interim deal. Final settlement depends on the outcome of
negotiations on the telecommunications side.

3 Effect of Industrial Action

A full strike by UPW would result in the cessation of postal
services and Crown Office counter services, including agency
services for pensions, allowances, insurance stamps, Giro, National
Savings and licences. However, unless sympathetic action was taken
by the National Federation of Sub-postmasters, which seems improbable,
sub-post office counter services would continue.

So long as telephone services continue, a lengthy withdrawal of
postal services and Crown Office counter services would not be

too disastrous for the nation (although firms heavily dependent

on postal services could suffer severely). Plans exist for
Paying pensions and allowances at other than designated offices

and for continuing payment of pensions and allowances in the absence
of renewal order books. However, some disruption in payments could
occur.

Giro is dependent on the postal service and could thus be seriously
damaged by a prolonged strike.

with the maintenance .of
Some deterioration in

be necessary to limit

A strike by POEU members would interfere
Postal sorting equipment and vehicles.
Services would be inevitable and it might
*he volume of mail handled.
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4 Prices
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