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A Note by the Central Policz Review Starr

This note looks at the actions which need
in the pay area in the period between noy
:o set these short-term requirements in g

©o be taken by the Government
]ei.nd the end of 1979. It atiempis
ongez\-term, Strategic context,

It goes without saying that containment of inflatjon ig
iR Governmeni_-?oonomm*poucfy. Failure in that field w
rising social discontent »(g.nu defeat at the polls) tut ¢
jndustrial investment and increaseqd unemployment,

Strict fiscal and monetary policies are essential ingredients - and the
ingredients most readi‘l;r under Government control, The Government intends
to be strict both in the neral and in the particular (less help for lame
ducks, less employment support schemes). But in the circumstancés of the UK
this will not be enough; basically because the forces in our labour markets
are unbalanced and incapable of pProviding "responsible free collective
bargaining" (in the sense of achieving wage settlements at levels which are
reasonably related to prospective increases in output). And there is every
evidence that things have been getting worse rather than better = with the
balance of forces in the labour market becoming even more one=sided.,

The Government will zo into the pay round next autumn against the
prospect of an increased rate of inflation(?15%). and large awards for particular
(public sector )eroups. The traditional trade union approach will be to get
compensation for the past year's inflation plus something on "special case"
grounds. Can anything be done apart from fiscal and monetary discipline?

p What should be the Government's objectives in the pay field? Possibilities
include the following:

i The aim is not pay restraint, but higher pay for higher effort.
This is a more positive message,

ii : t work better,
1. The object should be to try to make the labour market wc
This is easier said then done. We have got used to nf"::ldem“agma !
rates and existing relativities, irrespective of supply
Or differences of performance.

i, Change will have to come gradually. There is no ,"ff,ﬁﬁ:ﬁ:ﬁfe.
Change except by public consent to what is regard e
Some measures can be taken to redress she balax-lze ead direct
and immunities of the unions but a policy of widespr
confrontation will not succeed.

iv,

ible the
Public opinion must be mobilised., Wherever P°“":1 ead divectiy
Consequences of "excessive" pay settléments shoul

and obviously through to prices and/or unemployments
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hstand strikes,

Ve Preparations should be made ©O Wi d st ! If o
change of attitude is to be acme ’ ~.:1e.e}must be Some
hang This may need contingency planning,support fop

successess 3 ek AR
employers etc. One cannot rule out a stale of emergency

and the use of 1roopSe E-\(en a s:@:*_@;ory j;)a:/ ?.OT‘ shoulg
be kept in reserve. (It }s likely that, “O_f’-fmure b
reduc%ion in the rate of mf}anon, tnfare 'fa‘;A need {to be at
least one year in which earnings rise less than prices; apg
it is certainly not clear that this can be achieved by

voluntary means).

e of direc

ot
W
- O
=]

ng the remaingey

There is little scope for a chang
ases have bee

of the current pay round. The most difficult
referred to the Clegg Commission
action. There is a lot to be sal _
operation, which should remove the main. outs®
after which it would be legitimate to chay

would suggest honouring jnherited commit sector, but
without prejudice to future treatment of the groups concerned. Nationaliseg
industries and local authorities who have still 1o setile should be encouray
to follow the pattern which has already been sei for the round. 3

and this re

id for treating this as a "clearing-yp"

g sources of grievance .

es ol the game. This

Private Sector

Strict monetary policy is a necessary, but not a sufficient, ingredien,
The message has o get across tnat the logic of free colleciive argaining
will be pursued, This means that some companies will be able to afford big

others in the same industry will not Rewards will depend on
National wage rates and maintenance of existing relativiiie
It is the policy the unions have asked or

1CY

e

44 NOTe.

increases:
profitability.
are irrelevant to this approach.
but they must be prepared o live with the consequences.

So far as Government is concerned the policy requires that there should
be no bailing out of companies which get into difficulties by paying Wwe®
they cannot afford. It is worth considering whether employers can be m°°1‘:"’"
%o withstand strikes. BEmployers will need %o take their workers into e
confidence about the effects of pay settlementis on the future of the compet
This implies some form of worker participation, though almos® certainly no:u:es
at Board level, It will be mecessary to persuade the work force st rgi';_:,
are required for adequate investment; and that there may well be & el

between pay and employment.

s A s g of 7
In the light of all this what can be done between now and ¥he efhe- o
to improve the operation of our labour markei; %o begin %0 restore *

of forces - or at least make people think that the balance is shiftiné:

Possible Improvements: General
it

The 8irst possibility is a ( tripartite) "forum" %o help ed“"a'eizrresc“‘

unionists and the public generally on the realities of the increase irﬂr”ﬁes

likely to be forthcoming in the year ahead and the level of wage
likely to be compatible with containing inflation.

CONFIDENTIAL

ihood of industp,

\
CONFIDENTIAL

Education 15 always important becays

: jnfluence on the way the ac : ple }
& maJ]f-JI‘ sink in. There is increisi t. fmf'l even U-npa.laf;ow lieve has
ﬁn?lr,iance - especially in marui.agfurp‘:lblzc awareness Ofoilem Tealitieg
erio e T s Lt DA N € par .
5,» the fact that if productivity is 1i;<e§§ i UsVry: ~ and inerfasf% British
> an both price increases ang 0 80 up by o, € acceptan
wll me nd unemployment Y 2% a 104 w Diance
¢ the latter). 1t (probably 2ge round

a e more of the former
But it would be a mistake to expect a it

in the short run. People can accept é‘enera.lg‘eav e tmat
it olaims Whll?, feelmg, 1mdersta.ndably tha
o % s].qauld get it and if a "pay anomaly"’has devel

rectified t00 - no matier what the consequences fe o?ed, f Sl
(Bven if over time employment in their own indust :

personally being made compulsorily redundant is szli‘al).ls e

Facts about a Dispute

A measure of public education i iti

useﬁ‘ll‘is for :theAGm:ernment (or r::omre1 ﬁﬁ;éﬁ;‘ex the nfox-m:nn HI.Iich i b

pl.xbllCI-Se the basic facts at issue early in an indgls‘tou?a_ff ?nstltutes) to

mslga.d.:.ng 'facts' are put out by both sides in a dis;ite dispute, F.b.ctremely

z:‘:gz:sen:ze;t‘o :he m}:;t extrt?me figures, Independent publii;?:ytg; x’:::.sd:".a .

mch is at i:guewgztwgeear‘mngs (and fringe benefits) of those invol 1; S
en the two sides, how long it would tak ved, how

get back the money he is losing by being on strike eic, cm:.ldeh:],;tnker e

Trades Union Organisation

1. mitm;:kg:rhaps a paradox tha:!: redressing the balance of forces in the

o Bt and restoring conditions for responsible free collective bargaining
“Tehe'theniztz :‘;r:e respec;s strengthening Trades Unions, That is to say

el power of the trades union leadershi

seipline local irresponsibles, KO0 R GEbe ool

the ;ha;::_ig:fmac:.es of our trades union structure have long been recognised:

e abi] 34y °f1°n of unions; +the competition for membership which limits

the selecy the.c'entre to discipline local wildcats; the weaknesses in
ony training and tenure of their officials etc.

m°ne¥s?:eslmpr°"ements have been made - the number of unions has fallen, more
arer Strﬁent on research, and full=-time officials have a betier pay and 2
Bug much n Cture and better qualified people are being attracted to the jobe
oney for :re needs o be dones One line of approach is to provide money =
ininecret ballots (for election of officers, for calling strikes) money
< anzcr;’sem‘ch (as is provided now far courses on the new Health and
t -

Sape T
&f‘ety &% Wory

g e 1 hange ification for

8 a n ine of approach is to require © as a qualification d

Biong, “pro8NiSed trades union with the legal privilege enjoyed by trades

Ty s, T CTUirements might cover (i) that the union constitution, covers

"‘emb:ad eléments =~ jpcluding secret pallots and the power to discipline

i i . ty of the union fii) withdrawel

. edures

if the trades union failed to honour contracts and proc

' ed.

into or failed to discipline any of the members who 0 a0%

i °°enitionf°r acting without the authori
entereq

3
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& R sistan o 5
n the law would meet very e:sva,‘ce from the

re would ©e real di
ok at material on

; iy trag
ies of definition and%es

actice and expe

Such changes i LR
union movement and the:

.
enforcement. 4 quick 1o

rience 1
! n
other countries in this field could be use

Picketing

Many cases of in -

{ k to rule

the go-slow, the work s LS
roup (computer operators, Le:';lgni'toolmu_:?):% bl d' big grov
Engine Drivers). But last winier's experience nas concenirated atientiop
the picketing issue and it is one vhich must be tackled, .

dustrial action do noT.\ anofve plfftetir’.& t0 be effe
(-tea.chers' S=hour ca;j), the small but cpye
the 'solid' big group

Clive A
ial

Wisk ‘s hagpened 1 picketing in the WK s not =0 mich that the Lay
has become more favourable to the’p:!.g:cf‘_t ou't that the ?r“;“.l.ce has moveq i
his favour and his weapons of intimidation have been strengthened, The
practice has changed in that increa.smgxy he has COTG t? D;eﬁgren.ted ‘_t}.xe rigy
to obstruct (%o put barriers across vhe entrance .MS. plants or hospitals,
%o put braziers on the footpath to keep warm, ) And Yhe police seem %o haw
adopted the policy of regarding tnen.' mii}n objective as keeping the peace
rather than keeping the road and footpaths clear,

But perhaps the main problem is the incrgased fear‘?:“ jche °1°S?d shop;
of the black-=leg label., There always was, anczialv.ra;/s "f“l, 96’ genuine
reluctance o cross picket lines for a whole mixture of mOTlvVes = many
admirable, But the fear of the possible consequences seems 'recer‘xtlyvto ha'fe
increased quite sharply. A world in which a camera ‘pf:came *t.ne plckit's m'a'n
weapon of intimidation poses great difficulties for the p9119e gnd the laf-,
and makes it all the more important that the unions 'own dlscl?llnes a}so be
directed to members who act conirary to agreements and direct}ves. .Cnfxvlges
in the law have a part to play tut what is needed is less a ?nange_m unee
law than a change in the practice., Employers, government, the police h:jf-‘
become So afraid of ‘confroniation' or tprovocation! at the local level ‘gr-:,“‘
they have allowed practices and attitudes to industrial disp\}tes slow;.:f ;a.ciii‘*‘
Tt will not be easy to push the tide back and change the attitudes and?
but it must be done.

Taxation and Supplementary Benefits for Strikers

£
inother instrument which might be used to help snift the balancs trid
forces in the labour market is to make it financially more Pa-l_nf“lfits) and
by taxing short—term supplementary benefits (as are long-term nen:ion g
in the calculation of the supplementary venefits making an assuIp
reasonable strike pay is being received. .
- . in eqB
The logic of this is clear enough. Short-term benefil snovizig 0"
be taxed like long-term. The question at issue is "is it worthhichy 2
Is it worth it in terms of the large mumber of civil servants HE T, e
PAYE is computerised, it would take to deduct tax? Is 1T wog*“hen
of the number of workers it will deter? The evidence i8S b Z;
is.called most strikers do not anticipatea long strike, a.nfi mos¥ |
quarters) do not in the event claim supplementary venefit D“t.‘:e_purcha“
the total family budget and by being late with rent, rates
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Industrial Democracy

1% is sometimes argued that industrial demoepac

ades unionists more responsible in.the; Y or profit .

¢ trades n 5 1n their collects 11 Sha.nng

m . ec £ would
mst remain &% open question and a long-term one, & :we bargaining, my;g
Eritish industry are so low in relation % the moment profits 1,

n them would in the short run be

share in : St € Very small
¢ claime I?d\fmrlal cemocracy of the "workers o;q;l?ens'atlon for a low
mcite little interest. Something on the scale of -thenfe board" type seems to
in

office to which the worker can relate dividual plant

and o Sbad £ i bR
e promising = 2% east the (::erman eXxperience woulg council ) might be
re long=term q:.xe_)tlons. and not something which the Goxggest S0. But these
rapid moves on before the end of 1979, Tament need make

the workergt

All the above has been concerned with what
and the end of 1979 to begin improving the UK s
the board. But the public sector has its very
consideration of what to do there is no less ur

might be t_i;one between now
ay Darga.:.xu.ng position across
particular probvlems and

gent and no less difficult,

The Public Sector

ae Public Services: Comparability

The Chancellor recommends in his paper that % i

of gomoarability' (including the fﬁ"ﬁre of theh;agh:i; g;:s:::-?ew
bod?.es s}‘wuld be examined with particular referenceto its effect
on inflation. This is clearly unexceptionable, though there is
a much greater need for urgency in conducting any such review
tha.r_s one might suppose. But it should not be imagined that a
review would reveal any easy alternative, There has been a good
deal of heart searching by successive Governments over this
question, and the present system has survived a fair amount of:
hostility. Some of the considerations are as follows:

i, For certain groups (eg armed forces, civil service,
National Health doctors and dentists) there is no markei=
determined rate. The Government, as paymasier, is not
subject to the constraint of profitability. There is no
measurable "output".

il.  The Government's objective must be to pay rates adequate to
maintain the services at the level they require, ‘mt.certa.mly
no more., This can be regarded as "fair" both to their
employees and to the taxpayerse

There is be said for a system which seeks to atiract
a reasena?f:hs;:re of talent for the public “"“{szhz:‘rf_g
rates comparable to those which might be earned .Z sscis it
taking full account of conditions of service, b‘g:\d i
pension rignts and so oms And it 38 VeRY SRTEC Lo on
the system could be jettisoned without & degre .

which could be very damaging indeeds

Ly

<]
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jv. DBut this still leaves Very %o be
answered. Are the comparis e igorous;
and whether the machinery 1 sutiicie Dendent
Tt would also be legiv 7 a‘.i?_‘.? cor_s;ce; ether the .
price for Ihis system should De no=Sirixe agreements, [

What needs to be checked i

s [ Snht inh COMD
genuine ( job=for=jodb comp
that the review bodies sh
This is less

Ve

2 = n client—
orientation. TS 2% - to be a problem with a
single Commission wnan wi
(v) that the system allows for market forces = labour shop

T TVage

or surpluses =— %0 De taken In many cases try.
will be reflected in the p his
comparators = but not 2l
conscious decision t0 Te

vi. The question of coverage
Should comparability be
covered in this way or i
public services generally?
be sacrosant] Should more
jons in labour market conditi

‘

o \

raditionally |

it {o the |
] ByEsve

mal "linkagest J

w
ons and private secior earning]

Local Anthorities/NES

It would be unrealistic to assume +hat the Government will siand
aside from pay bargaining by the loczl and healih authoritiies.,
As the main Dpaymaster it will have %o take 2 view on what can be

afforded in determining cash limits. And it cannot ignore the
likely repercussions on otvher groups.

411 past experience suggests that where the Government has influeme®
as it does in these areas — it will wamt to use i¥ %o the full v
reinforce its general stance on public services DY.

This may well be an argument for including these groups m":‘e?,m
But this

umorella of disciplined comparabiliiy faute de mieuX.
needs further and rapid examination.

Nationalised Indusiries

The public trading sector presents perhaps ihe most diffic -

and undiscussed problems of all., Here, there is a greas s st
jndustrial muscle capable of wreeking havoc in the TS o Y jisd
There is a measurable output, but no free market. I
industries enjoy a2 degree of monopoly which canno®
be reduced. Many are highly capital intensi &8 P¥ g
settlement is much cheaper than suffering industr g
techniques for influencing pay bargaining are cleaF e 4

;

e - ; jcese

targets, cash limits, some ceonirol over Investment and o se*.*vlue'
)

for P& 7

S O ol

there is still the problem of how much %o build in 3 onvext %
and on what principle. This needs considering in %be © indus"ﬂ
nalised

th? diﬂlf“ﬂsions on ihe future relations with natio
which Sir Keith Joseph is leading.

6
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To sum up X
4 be to restor

ul i < S
fh" :ning" within a framework of ﬁs(:afra:;llcn
3o snift valance in the labour market, Byt \:lieo

n

condd
done b}'

The areas
objectives {
qractice of pic
i) whether there
or if we are stuck with com

Sudy o

the Government

-ns the f;:Lsca.l and monetary discipline ¢

ions will be adverse — especially the

make people believe that iy

to look for are: (i) (
EEE h Lt 8

(iii) the legal prerogative of trag,

In :;e public sector i}

15 any aliernative

arability, how i

then to

the forum

deal with nationalised industries?

ey 197

's str

} ateg i

e the conditi = in
= ondivions und

nsible fy,
¥ E ee c°uec
discipline cay pe

an be ipn
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