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The Way F o r w a r d on P a y 

(C(79) 6) 

B A C K G R O U N D 

In C(79) 6 M r . P r i o r p o i n t s out that the l e v e l of s e t t l e m e n t s i s now a r o u n d 

13 p e r cent and r i s i n g and that n e a r l y h a l f the s e t t l e m e n t s f o r th i s r o u n d a r e ye t 

to c o m e . He says h i s r e c o m m e n d a t i o n s a r e a i m e d at c r e a t i n g a c l i m a t e for 

r e s p o n s i b l e c o l l e c t i v e b a r g a i n i n g th rough a v a r i e t y of ways w h i c h he c o n s i d e r s 

a r e c o m p a t i b l e w i th the G o v e r n m e n t ' s g e n e r a l a p p r o a c h on m a n a g e m e n t of the 

e c o n o m y and p a y . T h e y r e l a t e not on l y to the r e s t of the c u r r e n t r o u n d but a l s o 

the r o u n d s t a r t i n g th i s A u g u s t . H o w e v e r s o m e of h i s p r o p o s a l s , i f they f i nd 

f a vou r , r a i s e s e n s i t i v e ques t i ons of h a n d l i n g and p r e s e n t a t i o n w h i c h a r e l i k e l y 

to r e q u i r e f u r t h e r c o n s i d e r a t i o n and d i s c u s s i o n . 

H A N D L I N G 

2. You w i l l w i s h to i n v i t e M r . P r i o r to i n t r o d u c e h i s p a p e r and then seek 

g e n e r a l c o m m e n t s f r o m S i r G e o f f r e y Howe , S i r K e i t h J o s e p h and o the r c o l l e a g u e s . 

3. T h e r e a f t e r i t wou ld p r o b a b l y be m o s t conven i en t to w o r k t h r o u g h 

M r . P r i o r ' s s p e c i f i c r e c o m m e n d a t i o n s i n p a r a g r a p h 7 of h i s p a p e r . 

4. P a r a g r a p h s 7 a . , b. and c . b u i l d on the M a n i f e s t o C o m m i t m e n t to " open 

and i n f o r m e d d i s c u s s i o n of the G o v e r n m e n t ' s e c o n o m i c ob j e c t i v e s . . . . so that 

the r e i s w i d e r u n d e r s t a n d i n g of the c onsequences of u n r e a l i s t i c b a r g a i n i n g and 

i n d u s t r i a l a c t i o n " ; and on the T U C a g r e e m e n t w i th the p r e v i o u s A d m i n i s t r a t i o n 

on a t a r g e t o f r e d u c i n g i n f l a t i o n by 1982 to be l ow 5 p e r cent . T h e y w o u l d r e q u i r e 

d i s c u s s i o n s w i th the C B I and the T U C but a l s o a m o r e b r o a d l y a i m e d e d u c a t i o n a l 

e f for t . M r . P r i o r s p e c i f i c a l l y env i s age s " d e v e l o p m e n t of the e c o n o m i c f o r u m 

a p p r o a c h " . C l e a r l y f u r t h e r thought needs to be g i v en to the m e c h a n i c s of any 

such o p e r a t i o n . The n a t u r e of the f o r u m ? Who takes p a r t ? e t c . H o w w i l l 

the t a l k s be p r e s e n t e d p u b l i c l y ? Who shou ld conduc t t h e m ? A n d how s h o u l d 

the p r o p o s e d w i d e r educa t i v e c a m p a i g n be o r c h e s t r a t e d ? It wou ld be d e s i r a b l e 

to c l a r i f y i s s u e s of th i s k i n d be fo re any f i n a l c o m m i t m e n t . T h e s i m p l e s t 
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s o l u t i o n w o u l d be to a sk M r . P r i o r and the C h a n c e l l o r to put a m o r e d e t a i l e d p a p e r 

on these m a t t e r s to the M i n i s t e r i a l C o m m i t t e e on E c o n o m i c S t ra t e gy (E ) f o r 

c i r c u l a t i o n at an e a r l y m e e t i n g . 

5. The r e c o m m e n d a t i o n s i n p a r a g r a p h 7 d . on m o n e t a r y t a r g e t s and c a s h 

l i m i t s a r e the sub j ec t of o ther i t e m s on the agenda and no s e p a r a t e c o n c l u s i o n 

i s n e eded . 

6. T h e r e c o m m e n d a t i o n i n p a r a g r a p h 7e. on the C o m p a r a b i l i t y C o m m i s s i o n 

f a l l s to be c o n s i d e r e d s e p a r a t e l y i n the m e e t i n g i n the context of the j o i n t p a p e r 

on the C o m m i s s i o n ' s fu ture (C(79) 3). A s to the c o n t i n u a t i o n of C i v i l S e r v i c e P a y 

R e s e a r c h and the R e v i e w B o d i e s you w i l l want p a r t i c u l a r l y the v i e w s of 

L o r d S o a m e s and the S e c r e t a r i e s of State for S o c i a l S e r v i c e s and De f ence . B u t 

a l l of these B o d i e s have a l o n g h i s t o r y and for the m o m e n t y ou m a y p r e f e r to 

l e a v e t h e m i n p l a c e and c oncen t r a t e on d e t a i l e d i m p r o v e m e n t s . You c o u l d , i f you 

w i s h e d , c o m m i s s i o n a r e v i e w by o f f i c i a l s of the m e c h a n i c s of these bod i es to 

p r o v i d e a b a s i s f o r l a t e r d i s c u s s i o n ( in E o r E ( E A ) ) . 

7. The r e c o m m e n d a t i o n s i n p a r a g r a p h 7f. c o n c e r n m e c h a n i c s but a l s o r a i s e 

s ome i m p o r t a n t ques t i ons of p r i n c i p l e . T h e p r e v i o u s A d m i n i s t r a t i o n r e q u i r e d 

the n a t i o n a l i s e d i n d u s t r i e s to c l e a r a l l pay o f f e r s w i th t h e m be fo re they w e r e 

m a d e . B u t th i s was i n the contex t of a tight pay p o l i c y n o r m . Y o u r M a n i f e s t o 

s ta ted that " i n the g r ea t p u b l i c c o r p o r a t i o n s pay b a r g a i n i n g shou ld be g o v e r n e d 

by what each can a f f o r d " . B u t the p u b l i c u t i l i t i e s a r e , by and l a r g e , ab l e to set 

p r i c e s at wha teve r l e v e l i s n e c e s s a r y to a c h i e v e p r o f i t a b i l i t y . T h e d e c i s i o n s 

taken by E on M o n d a y to s t r eng then the i n v e s t i g a t i v e p o w e r s of the O f f i c e of F a i r 

T r a d i n g and p r o v i d e f o r i t to m a k e r e f e r e n c e s to the M o n o p o l i e s C o m m i s s i o n as 

p a r t of a m o r e a c t i v e c o m p e t i t i o n p o l i c y w i l l o b v i o u s l y he lp to i m p o s e a p r i c e 

and hence a pay - d i s c i p l i n e on the n a t i o n a l i s e d i n d u s t r i e s . B u t w i l l i t s u f f i c e ? 

T h i s a g a i n m i g h t p r o v i d e the o p p o r t u n i t y to c o m m i s s i o n a r e v i e w by o f f i c i a l s on 

the c o m p l e x p r o b l e m s of s e e k i n g 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 - w i th a 

future r e p o r t to E o r E ( E A ) . 

8. T h e ques t i on of r e p e r c u s s i v e e f fects r a i s e d by M r . P r i o r i n p a r a g r a p h 7f. 

i s a l s o i m p o r t a n t . A p a r t f r o m the m o r e g e n e r a l i s e d concep t of the " g o i n g r a t e " 

to w h i c h m a n y t r a d e un ions have r e g a r d i n t h e i r n e go t i a t i ons , t h e r e a r e a l s o l o n g 

e s t a b l i s h e d r e l a t i v i t i e s e . g . be tween e l e c t r i c i t y , gas and wa t e r m a n u a l s (where 
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the un i ons o v e r l a p even i f the e m p l o y e r s don ' t ) . It i s d e s i r a b l e that these a r e 

taken into a c coun t by m a n a g e m e n t i n m a k i n g o f f e r s . Y ou do not want to con t inue 

the i n t e r v e n t i o n i s t a p p r o a c h of the l a s t A d m i n i s t r a t i o n but you m a y n e v e r t h e l e s s 

want c o l l e a g u e s to c o n s i d e r whe ther the r e s h o u l d be a r r a n g e m e n t s u n d e r w h i c h 

the G o v e r n m e n t i s n o t i f i e d by the n a t i o n a l i s e d i n d u s t r i e s of m a j o r pay o f f e r s 

be fo re they a r e m a d e and to be g i v en the chance to c o m m e n t on t h e m . 

9 . The r e c o m m e n d a t i o n i n p a r a g r a p h 7g . (that the D e p a r t m e n t of E m p l o y m e n t 

shou ld m o n i t o r p r i v a t e s e c t o r s e t t l emen t s on a v o l u n t a r y b a s i s and c o - o r d i n a t e 

i n f o r m a t i o n for M i n i s t e r s on the pay s i tua t i on ) i s s e n s i b l e and wou ld p r o v i d e 

M i n i s t e r s w i th a guide not o n l y to what was happen ing and pay s e t t l emen t s 

g e n e r a l l y but a l s o i m p o r t a n t s e t t l e m e n t s ahead . The p r e v i o u s A d m i n i s t r a t i o n 

r e c e i v e d a m o n t h l y r e p o r t and M r . P r i o r m i g h t be a s k e d to cont inue th i s i n l e s s 

d e t a i l e d f o r m and to c i r c u l a t e i t to the M i n i s t e r i a l S u b - C o m m i t t e e ( E ( E A ) ) , of 

the M i n i s t e r i a l C o m m i t t e e on E c o n o m i c S t r a t e g y . 

C O N C L U S I O N S 

10. Y o u w i l l want to r e c o r d the C a b i n e t ' s c o n c l u s i o n s i n each of the 

r e c o m m e n d a t i o n s set out i n p a r a g r a p h 7 of C(79) 6; and , sub jec t to the 

d i s c u s s i o n ( e s p e c i a l l y on (b) and (d) be low) to c o m m i s s i o n 

(a)	 A j o i n t p a p e r f r o m M r . P r i o r and S i r Geo f f r e y Howe fo r c o n s i d e r a t i o n 

by E a m p l i f y i n g the p r o p o s a l for e a r l y t a l k s w i t h the T U C and C B I to 

i n f l u ence the pay c l i m a t e ; and the op t i ons f o r o the r l ong t e r m steps 

w h i c h m i g h t be taken to the s a m e end. 

(b)	 A r e p o r t by o f f i c i a l s (to E o r E ( E A ) ) on the scope f o r i m p r o v e m e n t i n 

the p r e s e n t a r r a n g e m e n t s f o r d e t e r m i n i n g C i v i l S e r v i c e P a y th r ough 

the P a y R e s e a r c h U n i t and the pay of d o c t o r s and d e n t i s t s , the a r m e d 

f o r c e s , and top s a l a r y g roups t h r o u g h the R e v i e w B o d y s y s t e m . 

(c)	 A pape r f r o m S i r G e o f f r e y Howe f o r c o n s i d e r a t i o n i n E (or E ( E A ) ) on 

a r r a n g e m e n t s for enab l ing the G o v e r n m e n t t o c o m m e n t on pay o f f e r s 

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 be fo re they a r e m a d e . 

(d) A m o n t h l y r e p o r t f r o m M r . P r i o r to E ( E A ) on pay s e t t l e m e n t s . 

(John	 Hunt ) 
16th M a y , 1979	 _ 3 _ 


