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A considered Memoranda by the Secretary of State for Employment

mitte
the 00 4) and by the Central Policy Review Staff (CPRS) (E(81) 120) on
‘Ew” tion arrangements in the public sector,
arbitrd

5 SEREDARY OF STATE FOR EMPLOYMENT said that his Department had reviewed the

latest
gements were widespread the extent to which they were used varied. There

position on arbitration in the public sector. While formal arbitration

arran,
a risk that unions would seek arbitration more often as a way of

vas, however,

petting round the constraints of cash and external financing limits. In his view,

aployers could rarely be justified in asking third parties to determine their

pay bill, and in general arbitration was best avoided. He recognised, however,

that there could be particular situations where arbitration might be better than

s damaging strike, The crucial issue was the question of access. The Committee

had agreed last year that the arrangements for each public sector group should, except

in special circumstances, provide for arbitration only with the consent of both

sides, Paragraph 16 of the report by officials, attached to E(81) 114, listed

those groups where further action was necessary to meet this objective. It was

inportant that where an employer chose to go to arbitration he should agree

stitable terms of reference and, where appropriate, ensure that the arbitrator

i1 a position of being able to take into account what could be afforded. He

%5 opposed to seeking to impose statutory duties on arbitrators, He did not

:fr::n:hat the terms of reference for an arbitration should always take account

o mno::‘:'empl‘)y%r could afford; in some public sector-undemking.!. l-)‘l't““hﬂi
ies, this could open the way to settlements higher than justified.

R 8RS ns

of Stag *41d that the CPRS endorsed the general approach proposed by the Secretary
a

ey i Eh‘l’l"ment, If the risk of potentially embarrassing unilateral

ety

i

L

be removed, action should be taken urgently in those cases
" the Department of Bmployment. In gemeral, the CPRS recommended
Competitive parts of the public sector arbitration should be avoided,

tifiaq by

B fieh:
2, &g: 't the private sector, and that elsewhere it should be regarded only

1°Nentres°rt' Subject to the reservation made by the Secretary of State for

* “@ployers should be encouraged to insist that the terms of reference

1 L




ONFIDENTIAL

took fully into account what they could afford ¢4
PAYS TIn
1

present arrangements it would be unwise to give weight °king &
to cl“ims the

though an employer had agreed to arbitration the out
3 ; 5 Utcome L

on him; in practice the outcome would be binding. not, l“lanvé:
¥ by,

In discussion of the public sector groups liste

d in par
attached to E(81) 114, the following were agraph 16

th i 3
€ main Pointg Y he T
a. It was agreed that it was unnecessary for the time },
3 b me i
the present arbitration a : eing 1
P rrangements for university birs © chagg,
o The

finances of the universities were now subjected to tight
The present independent Chairman of Committee Iy tCash limits.
Ormulateq ; .
Joint

proposals from employers and employees, 1y t
0 seek Tecourss

to arbitration,

was unlike

b. There remained little early prospect of Persuading employer,
s to

try to remove the rights to unilateral access to arbitration of local
p ; Ca]
authority white collar staff and craftsmen
’

Transport Underground Staff, Many local government employers, particils)
the Labour controlled authorities,

of firemen and of London

would be opposed to any such change,
The best course was to wait for a further suitable opportunity, perhaps
in discussions of the 1982 pay settlement,
the employers,

to reopen this question vith

c. Tt was agreed that, while the Secretary of State for Energy vas in

discussion with the Chairman of the British Gas Corporation on a nusber
'ff vide-ranging issues on the future of the industry, it would be
1nopportune to invite the Corporation to consider seeking to chang® e
arrangements for arbitration in the gas supply industry.

d. Neither the employers nor the employees were likely t0 welcose &
attempt to end unilateral access to arbitration in the water in‘“tfy'
The opportunity might, however arise to make the necessary 1egislutlw
changes as part of the Bill which was likely to be introduced e
1982-85 Session to change the structure of the industry.
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P sfactory that the public sector bus companies were

pay wages not less favourable than those paid by other

. o
ired
req? the industry, and t

in

the unions had unilateral access

emPloyersv 4ion on the issue. This was inconsistent with the repeal,

il ;.rbl‘r"lmme“‘ Act 1980, of Schedule 11 of the Employment Protection
¥ nlle‘?“p U;mmm consideration should be given to changing these

sct 1970¢ - :\ soon as possible either in one of the Transport Bills
i session or in industrial relations legislation.

in the 1981-2

It was agreed that the Chairmen of British Rail, of British Telecom,

f.
d of the British Steel Corporation (BSC) should each be asked to
an

; arre S their induystries) in the case of BSC, where
reconsider the arrangements in x(,\:"m} 5 -

the arbitration arrangements were domimeat, the Chairman might advise

that it was better to leave well alone.

TE PRIME MINISTER, summing up the discussion, said that the Committee endorsed
the general approach to arbitration arrangements in the public sector recommended
Where employers agreed to go to

by the Secretary of State for BEmployment.
t not invariable rule,

arbitration they should be encouraged, as a general bu

to insist that the terms of reference ensured that the arbitrator took fully

into account what the employer could afford to pay; where there was a choice,
care should be taken to appoint arbitrators who would give due weight to this
thwith the present arrangements

e report by officials, attached

factor, It was not practicable to change for

in all the groups listed in paragraph 16 of th
D) 114, but the Committee had agreed that the arrangements for a

Fosret dhe groups should be further examined and that the outcome should
e in January. In looking at these groups, the Ministers concerned
o arbitration the outcome would

shoulg Tecognise that where employers agreed t
U :
Sally be binding on them, in practice if not in law.




The Committee -

[

of

©

in

4,

Took note, with approval

their discussion. sup ing )

» of the Prime Minister'
S

Agreed that no further action should pe taken for
the arbitration arrangements for university teachers he tin, beig,
the gas supply industry. and gy, orge,
1

Invited the Secretary of State for the Environment =
dy to consider further whether the arrangementg

in the water industry should be changed in legisla
1982-83 Session;

fi_)r Workeps
tion jp the

ii. to discuss further with the local government ep,
a suitable opportunity arose, the arrangements for ]
employees.

Ployers, yhe
ocal authorj;:

Invited the Secretary of State for Industry to discuss further

with the chairmen concerned the arrangements for arbitration in the
British Steel Corporation and in British Telecom, and to report on
the outcome in January 1982,

5.

Invited the Secretary of State for Transport -

1. to discuss with the Chairman of British Rail the arrangeﬂ::‘-‘
for arbitration in his industry and to report on the outcome
January 1982;

ii. in consultation with the Secretary of State for B:fi:y:;m'
to make Proposals as soon as possible for the mtrod‘.‘c industrial
amending legislation, either in a Transport Bill or {Tement abott
relations legislation, for changing the present requir
minimum wages, and the arrangements for arbitration,
industry,

in the bus

Cabinet 0ffice

1 December 1981
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