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4. The Chancellor's paper, E(81) 12, approaches the problem
of future public service pay from the point of view primarily
of the Government's economic objectives and its desire for a
free hand in setting the wage levels of its employees.

The Lord President's paper, E(81)16, emphasises the need for
any system to be negotiable, and urges that the offer of an eventual
formal system is important to achieve a satisfactory settlement
this year. It may be useful to Ministers to set out the main
points the two papers have in common, and the fundamental
difference. As an aid to discussion, this paper also contains
some suggestions on a possible course ahead.

2. We discuss the problem in terms of the non-industrial
Civil Service, which has had the most highly developed
Somparability system and where the negotisting meed fo give
% assurance on future arrangements may become acute. But the
®lrcunstances of most of the rest of the public services are
different, ang may call for different solutions. We return to
this jp Paragraph 11.
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Areas of agreement

4, Among points which the two Papers have 1% commoy
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(c) the need to take account in bargaining of wider
factors than simple pay comparison, and to give thess
much objective status as can be obtained.

Cash limits

5. The Lord President's paper does not discuss cash linits
It is however clear from the annex to the Chancellor's pape
(peragraphs 29 to 38) that the determination of pay, in &y
way which involves negotiation, can be reconciled with c&
limits set before the negotiations only on the basis °f'35
accurate as possible a guess of what the negotiations wl?le
produce. This precludes using the cash limits as effect
Weapons in negotiation, and also precludes revealins.theor i
figure in advance where pay makes up a large proporti%?
cash limit, since otherwise the negotiating hand is reucm’
Such a guess would normally be easier to make in & sﬂes.
framework such ag that which the Lord President ProP®®
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1f 'constrained bargaining' is rejected as unworkable, some

e of a formal system will be needed. The Lord President
workable formal agreement, to which

the Government is committed in normal times, there will be
increasing militancy and strike action to an extent which will
in practice constrain the Government even more unacceptably than
a formal system. TFurther, a well-designed formal system should
achieve rough parity between the public services and private
sector without periodic damagingly large pay rises to catch
up with past short-falls. (It can be argued that the harm done
to the economy by last year's large pay rises in the Civil Service
outweighed the good done by putting aside comparability
in previous years.)

7.

argues that without a

Requirements for a new formal system

8. f a new system is to meet Ministers' needs, and in

s
Particular incorporate as many of the Chancellor's ideas
8 possible, it should as far as-possible:

(2)  allow the Government to vary figures SUSSfSted
by private sector data when these figures conf%lct
with national needs, eg a resurgence of inflation,
what the Government can afford;
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9. The practical task is to devise a new System whicy
combines the assurance of stability which the uniong seek
with an outcome that is much more in line with the Governaeys
needs than the old comparability system. The CPRS sugse%;
that, if Ministers agree that 'constrained bargaining' is
impracticable, more work should be done to devise a new
formal system. Some suggestions of factors to be taken-n
account are in the Annex. Three possible ways of proceeding ‘
would be: ‘

(a) a Royal Commission going back to basic principl |
s . “
le a new Priestley Commission; ’
(b) a less formal, ad hoc outside body asked to &
the main principles of Priestley but devise ways e f

bringing them up to date to meet current econouic 2

and take account of criticisms; "
b ; : e o
(¢) decisions by Ministers on ways in which ©

system needs to be changed, with a directive to tb;e;e
Civil Service Department to work out a oGPt :;a“é""
which, after Ministerial approval, would be 2%’
the unions and set up.
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Depytment (c above? would enaalt'e the Government to retain control
o would make sel]‘_lxtzg to the unions more difficult. The CPRS

- ggests that if Mlnl..sters see a revised torm‘al system asg

the WaY ahead, they will need to weigh arguments such as these

r to determine how it may best be achieved.

in orde

other parts of the public services

11, If a new formal system were developed, it would in the
tirst place be designed to deal with the pay of the non-industrial
¢ivil Service. There would in principle be advantage in
applying a similar system to eg the National Health Service,
where the Exchequer is the only source of revenue, but there
would be greater difficulties of comparison, and more rough-
and-ready factors might be needed. There is less need of such
a system, (except from the point of view of general uniformity
of approach) in areas where the present wage negotiating
system approximates to that in the private sector because
there is more pressure from market forces (eg Local Autherity
staff, industrial Civil Servants).
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ANNEX
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industrial Civil Service

(a) link with private sector: eg the earnings and
other conditions of service of people with similar
qualifications, skills and responsibilities working
outside the Civil Service, taking account of pension
contributions and the nature of the eventual pension;

(®) jO_b_S‘MZ: eg the average number of days the
people similar to (a) were unemployed in the previous

year;

(¢) recruitment needs: eg any shortages in the

Civil Service of particular groups of staff, nationally

or locally;

(d) pay above longer-term market rates: eg any glut of
unemployed staff of particular groups, nationally or locally;

(e) future demand: eg any increase or decline in

the future demand by Government for particular groups, whether
because of demographic movements or because of cuts

decided on by the Government for economic reasons - Eroups
affected would have their future pay amended by a percentage
factor to take account of the need to attract more or fewer
Tecruits in future years;

(£) efficiency: eg changes to take account of special
gains in efficiency, such as when a better service is
achieved by fewer staff as a result of mew procedures

or equipment ;

= keeping in phase: eg special procedures to deal

% < f inflation
With the o id change in the rate o ;
ase when a papi as a year inappropnate:

etermining factor,
if the estimated

"akes a comparison going back as far
*he "going raten might then be the d .
“ith a procedure for: getting back toO Doty
"8oing raten turns out to be misleading.
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