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WAGES COUNCILS
i ttee considered a memorandum by the Secretary of State for Employment
Comml
mzsﬂ 40) on Wages Councils.
(B
sECF-ETARY OF STATE FOR EMPLOYMENT said that the Sub-Commi ttee on
:HEnomiC Affairs (E(EA)) had agreed in November 1980 that the Wages Council
c0

e should be retained but slimmed and improved, He strongly recommended
syste

+ that decision should be confirmed. There was no firm evidence that
tha

S,plificwt economic benefits would flow from wholesale abolition, Abolition
would require primary legislation which would be contentious; it could stimlate
pressure for the introduction of a national minimum wage, and encourage the
extension of trade union activity into the small business sector. Many
cmployers and trade unionists- would be opposed to it. It would be very
difficult to defend logically the abolition of Wages Councils if, as the
Agriculture Ministers wished, the Agricultural Wages Boards were to be

retained, He also recommended against primary legislation to remove young
people and part-time workers from the scope of the Wages Councils. Any
increased employment which might result for young people would probahly' be

at the expense of adults. To remove part;timers from the scheme could be

seen as an attack on low-paid married women many of whom had to work part-time
of necessity. He recommended that the right course was to concentrate on
improvements to the system and on reductions in the number of Councils where
possible. Since 1969 the number had been reduced from to 33 and, with
further abolitions and mergers now under discussion, the total could fall

% 2. He had reduced the wages inspectorate from 300 to 200 staff and

{rawn the attention of the chairmen and members of individual Councils to

the Government ' concern over the special problems of small firms and over
the need to avoid the back-dating of pay increases. He would contimue to

Press fo . .
T pProgressive improvements on these lines.

In g A
SCussion the following were the main points made -

a, o
Alﬂm“gh Wages Councils might do relatively little economic damage ,

it
= "5 equally true that they did not bring any significant benefits.
ey didg, however, cost around £3 million a year to run and placed an

o gy

adminj ‘
Mstrative burden on many firms. . >
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b. The views of the business community were di"lded,

ii!'.‘hl'"'u -
i LU
abolition of the Wages Councils came mostly from gma: L ,%‘
including small shopkeepers, but farmers generally “'1“‘ '
of the Agricultural Wages Boards. Indeed in the ey
the Unions who sought the abolition of the system.

~Siney,
e, -
nn: "ty

duspy i,
c. Legislation, either to abolishWages Councils op to

D 3 pmﬁd‘ Io;
exemptions, should be ruled out. The legislative pro,

5 &ramme ag g
over-burdened and there were other Bills deserving mych Righey m:"‘,
for the public expenditure savings and economic benefits wiic %ﬂb
could bring. The right course was to press ahead as fast ag Possiy,
with reductions in the numbers of Councils and with voluntary

to improvements in procedures. In particular it was important m&:
the burden of the system on small firms,

Ny

@ e 200t ‘of the difficulty with young people was that there vas
oo natroute differential between their wage rates and those of aduly
"ﬁl'%"ﬁ&f%‘w"be} cause of youth unemployment with young

; pricing themselves out of a Jjob. Tt was reasonable to pay
Peop] to reflect their inexperience and to incresse
5 SEMALLY W older. This was a question which v

=hi~taae % o s
a; vider than Vages » and the proposed consultative docuser
. m ainin | identified it as a matter which needel
~ co; n ﬁ’.ﬂ‘"~““‘-" T IR

mend bed sodenn ads GO01 ssmil

ods of sdaes

ved little u:x;;ﬂ
ployment among the 70U
the foreseeable fature @
"o aysten v of exciu®
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The Commi ttee =

d that legislation should not be introduced to abolish Wages Councils
1y Mrezvide for the exclusion from their scope of particular categories,
or to PT

ited the Secretary of State for Employment to press ahead as quickly

2 Ilw?ble on the lines indicated by the Prime Minister in her summing up
as pnsf?; dj;cuSSi"nv with securing reductions in the number of Wages Councils
Dfduil:l};rovements in the system. '
an
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1. INDUSTRIAL ENERGY PRICES

The Committee considered memoranda by the Secretary of State for
Mergy (E(81) 39) and by the Central Policy Review Staff (E(81) 46)
on industrial energy prices. ;s

THE SECRETARY OF STATE FOR ENERGY said that the measures announced
in the Budget had provided for £118 million to reduce the tariffs 3 °
charged to many large industrial users of gas and electricity and

for grants of £50 million to help finance the conversion of oil-fired =
boilers_ to gas use. While these measures had been helpful, d

price disparities set out in the report of the Energy
the National Economic Development Council and to argue
¥ere more than offset by the increase of 20p on the
the absence of any reduction in the duty on Heavy
I view of this criticism, which was supported by
Parliament, he recommended that further assistan
*Hered to indugtrial energy users. At a
100 per cent of the duty on HFO could be re:

energy_ .
*&-intensive industries accounting for
consump ;o s
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in gas prices. If some concession had to be made jp the Fi
on transport fuel duties, he recommended that the duty an s ANy n“l
be reduced by 3p/4p below the duty on petrol at a cost of o ;ho“lri

=2 uj)),

Across-the-board cuts on industrial electricity Prices woulq },
e tog

expensive, and he recommended instead the introduction 0f meaq
Ureg

S at
prices competitive with those in Europe; this might cogt over

to enable the provision of electricity to selected companj o

£50 million in the current year and, if successfully cha]lenged

in the Courts as discriminating in favour of bulk users, might requiy,
legislation. The effect of the Budget measures would be to freege ‘\
renewal prices for all gas purchased on contract by industria)] |
and he did net
think that any further action on gas prices was required for the

customers at present levels until December 1981,

time being. To deal with the gap of around 30 per cent between
United Kingdom and other European list prices for foundry coke he
recommended measures costing up to £10 million to ensure that

United Kingdom delivered Prices were below those of imports.

In discussion the following were the main points made -
a.  The Government had been given insufficient credit for
the £118 million assistance, announced in the Budget, to
large users of industrial gas ang electricity, This was in
part because of the concurrent increases of 20p on the duty on
Petrol and on derv, and in part because industry remained
deeply critical of the fact that its industries had to bear
the competitive disadvantages of an exchange rate which was

high because the United Kingdom was rich in energy sources,
but they did not have the benefit of low energy prices. 1o
the case of electricity,

Prices were high because of the high
cost of coal. Thig left the United Kingdom at a competitive
dsadvantage vith France, which vas now benefitting from its
nuclear Programme, and with other European countries, some 0%
Stllivety importing large quantities of cheap coal. It ¥a%
therefore, essential gor the United Kingdom to reduce its
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ty costs in the longer term by reducing coal
alectricl
ele i by developing its nuclear programme, If such
gts anc
cos quctions could be achieved in the longer term, a
.ost re i
c 1d be made for further subsidies now in order to
Toni e mé
case CO
pridge the £ap-
It was generally agreed that there would be advantage
e L e i
amendment to the Finance Bill to provide for some
in an <
ission of the proposed increase in the duty on derv, This
remiss 2 $ i
uld be welcome to industry generally, and in particular to
WO ¢

the haulage industry who were resentful of the duty increase at
a time when 2,000 haulage companies had gone out of business in
the last 12 months, and who had held pay settlements down to
between 2.9 and 6.4 per cent. A concession on derv should
encourage a number of Members of Parliament to withdraw their
opposition to the increase on the petrol duty; without such a
concession the Government could be defeated in the Finance Bill
on the increased duty for both derv and petrol. The timing
of the announcement of a decision to abate the increase on
derv should be for further consideration; it should not be
made so early as to encourage pressure for further concessions

but it would need to be made not long after Easter.

¢.  Any general remission of the duty on HFO would lead to
renegotiation of the Frigg contract, at a total cost of
between 2 and 3 times the benefit of remitting the duty.

The benefits of the Frigg contract, which was in most respects
Very advantageous to the United Kingdom, should be brought out
fore clearly,  The alternative of remitting the duty for
selected large users, as proposed by the Secretary of State
o Energy, stood a better than evens chance of avoiding a
ficcessful challenge in the Courts to the Frigg contract. It
"ould, however, involve difficult problems of selecting which
industrieg should benefit and of defending that selection.
Although industry made much of the disadvantages of the duty,
gt abolition appeared to by psychologically important
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to them, the duty was thought to represent only about,
0.1 per cent of industrial costs. It was also 1ik91y
that the benefit of remission would in time go to the
producers, who would adjust their prices accordingly, rathe;

than to consumers.

d. There was a strong case for further consideration of
measures to help industrial users of electricity, There
would, however, be considerable difficulties in selecting
categories or companies for such assistance and a risk that ney
legislation would be necessary. Further consideration shoulq
therefore be directed to changes in the electricity tariff
structure which might lead to benefits to large industrial
users without the need for the Government to select the

beneficiaries.

THE PRIME MINISTER, summing up the discussion, said that the
Committee agreed that there should be an abatement of the increase
announced in the Budget of 20p on the duty on derv. She would arrang
for a group of the Ministers directly concerned to consider further
the amount of the abatements and the timing of the necessary amendment
to the Finance Bill. The Committee agreed that no changes should be
made in the duty on HF0, She would arrange for the group

of Ministers to consider also the scope for further measures to
reduce the cost of electricity to industrial users, and the scope

in the longer term for reducing the costs of producing electricity.
The Committee agreed that any help on electricity prices should not
Pe based on a selective approach but on changes in tariff structure
vwhich would have the effect of benefitting large industrial users.
The Group would consider also the Secretary of State for Energy's
Proposals for reducing the prices of foundry coke. More generall?’
Ministers should seek OPportunities to emphasise publicly the benedi®
to gas and electricity users of
in the Budget for. which the
credit,

ed
the £118 million assistance annous®
Government had been given insufficien®

The Committee
Took note, with approval, that the Prime Minister would
g hge for a small group of the Ministers directly concerned
arrar L
to consider -
i the amount of an abatement of the increase, announced
in the Budget, of 20p on the duty of derv and the timing

of its announcement.

ii The scope for further reductions in electricity
tariffs for large industrial users and for reductions
in the price of foundry coke.

2 Agreed that there should be no change in the duty on
Heavy Fuel 0il.
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SECRETARY OF STATE FOR TRANSPORT said that the Railysy aeivns
S J
THE hoping for & settlement of around 13 per cent from 20 poid
were >

and the Chairman o f British Rail (BR) were agreed that this
He

yas unacceptable. BR's budget and their External Financing Limit
(EFL) for 1981-82 had allowed for a pay settlement of 8 per cent;
subsequently BR's revenue projection had deteriorated by

£80-100 million. BR would be meeting with the unions on 13 April and
there was a risk of stalemate leading to industrial action. To avoid
BR were considering three options. They could offer 7 per cent

13
::w ;ith 3-4 per cent later in the year; the total increase would be
vithin the 8 per cent now assumed for pay, but it would lead to a
higher base for negotiations in the following year. They could freeze
pay for 6 months, but that would almost certainly lead to industrial
action. They could offer 6 per cent now and make any further increase
of, say, 2 per cent, subject to firm agreements on productivity
improvements and within the 8 per cent provision. In the meantime
the Civil Contingencies Unit was examining the consequences of
industrial action on the railways. The Committee would be considering
later his propos;ls for railway policy and financing in the longer term,
but he wished to consider urgently with the Chief Secretary, Treasury,
the case for additional financial provision for BR in 1982-83.

THE PRIME MINISTER, summing up a short discussion, said that the

e agreed that the Secretary of State for Transport should

advise the Chairman of BR to avoid any form of pay settlement involving

o vhich could have adverse repercussions on settlements in other

::::: :j oy p“b%ic sector, and to aim for a settlement within fhe EFL

g ac:? orening offer of 6 per cent with anything further linked
levement of improvements in productivity. The details and

tactj,
C ® °f negotiations were, however, a matter for the BR Board. The
ol ttg o w6

§ uld consider at an early meeting the memoranda which the"

ecret,
BR 45 *Y of State tor Transport had circulated on railway policy and
nap, ;
Secrot, ¢S They took note that, in the meantime, the
©7 of State for Transport would discuss the financial provision
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for BR in 1982-83 with the Chief Secretary, Treasury, The
Civil Contingencies Unit were preparing a report on the cOﬂseq“

of industrial action by the railway unions; it would be impo“enc&
to ensure that as much coal as possible was moved Fr o pit-heﬂdut
stocks to power stations before any dispute began,

The Committee -

Invited the Secretary of State for Transport to be guideq

by the Prime Minister's summing up in his further discusgions
with the Chairman of British Rail on the main railwayst

pay settlement for 1981,

Cabinet 0ffice 5

10 April 1981





