CONFIDENTIAL

RITY OF HE -
Y OF HER BRITANNIC M

MINIS

Memorandum by the Secretary of State for Employment

i W i 1 30h 4 e Dt
abo?ig;pvitea by the rime Minister to reconsider the options for
Tieht O}niigg CuTLililng the wagpes coun ils, particularly in the

. Y g youtt unemployment. A background note on the waj
councils is at Annex A. e
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Comm'?he future of the wages councils was reviewed by E(EA)

lgsllttee in May and November 1980, and by E Committee in April
. The main options considered were:~

(a) To abolish the system of wages councils.

(b) To exclude from their scope young peo]
part-time workers .

ple and

(c) To remove the councils' statutory powers to
set enforceable minimum rates.
a duty to set rates

n the councils
loyment .

(a) To impose ©
to maximise emp




emotive subject, ang we shou
ospect of significap

JJAfSEP?ted by the recent report on

omm15§ee on Employment, which referred

as "important protective legislation"

€ a need for more councils. My own view

ystem does little good. E Committee

ufficient evidence of potential

ify the controversial step of legislating
to exclude particular categories from

eting). The other options have been

s misconceived. I have examined

again, and I do not wish to contest the

conclusions previously reached.

1d avoid steps
t benefit op substantial

¢}
8

economic
to aboll
thelr s8CO
regarded

I believe, however, that we can and should take action in
:ﬂe area of most concern, namely_the.protlem qf narrow yogcp/adult
éay differentials and th?ir implications for Job'opportunltles 5
for young people. This is of_course a mattgr wglcp goes veri m:c
Qider than wages councils, and we are pursuing it in chefcgg ex
of the New Training Iniciatlye and by the introduction o : fzrce
Young Workers Schem I believe Fha: 1 §hould seek tg re;:vent
these efforts by taking powers which wouAd.epable :iesofgr re
wages councils from incrgaSLng ::a;gfigy72;c:m:ﬁe; ol

3 is if the increas uld 1 them .

::ScéZtiézro?liie relevant adult rate, as specified from time to
time by order.

i i wages

5. My proposal would effectively ??eeze.relaglgzlgcggggabls
council youth rates until differentials w1dege Shis eipnoEehiie
levels. Broad details are set out in A??Ezuléies. e
- means withoufsd 8 prObéemsr?ESh?iet and it has the advantage

i it t feasible and Wo: AL, Agriculture
gilgigid;;gtgoﬁglications with ILO °?liga§;;T§éatggis i
Ministers will need to consider possible
Agricultural Wages Boards. W 0%
+ seel
6. I invite my colleagues to agree thavngetzggu%dshould start
the Wages Council Act 1979 aC?ogdlnEIY; 2
consultations as soon as possible.
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Department of Employment
December 1981
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| ANNEX 4
fa\cxaaomm NOTE ON VAGES ‘COUBRE

wages Councils Act 1
4 Who 979, a consolidating measure in a line

fe! Jogislation dating dack to the Trade Boards ct 1909, provi

9509 councils where there is no adequate bargaining na::h};nevmes .
jpere PO is generally low. The 27 Temainiug councils coveri‘oaﬂd

| 2 pillion workers most of whon are in retailing, hotels apd caz::ix

| pirdressing and clothing mamufacture. Somo 400,000 establishments -

| sre affected.

7 Each council has an "employers' side" and a "workers' siden,

the menmbews of which are normally appointed by employera' associaticns
ad unions nominated by the Secretary of Stats. The Secrstary of
state appoints three independent members to each council. There is
provision for establishing Statutory Joint Industrial Councils
(basically, wages councils without indeperdent members) but so far
these have not been used.

3 The wages courcils are independent of Government, and Ministers
have no powers to direct them or overruls their decisioms. They are
serviced by a small secretariat (Office of Wages Councils) staffed
by DE officials.

}  The councils set legally enforccable minirum rates of pay end
®rtain other conditions such as holiday entitlenonts. Councils have
%0 publish their proposals for changss in advance erd send copies to
¢l enployers known to be affected. Employcrs are required to display
those proposals for their staff to see. Couacils are required to
“neidor any objections received before they can give effect to the
Mopogalg,

compliance with the
o misurderstandings, and
Prosecution

> The Department's Wages Inspectors check

dors, Mogt of the problems found are due b g
Specto by advice and porsuasions
Ts normally proceed by SR repeated or

{

ds M0t considered unless there is clesr @ jons in 1980. The

“Uberate offence. There were only 7 prosecutio rulas idcTtE:
fines are £100 for underpayment; EARQRES

o entablisb, abolish or mergo
after publication of 8
roposal is referred

The Secretary of State has Powers 4

°°“.ne1 ration,
1o hoiy field of ope .
2 y or to vary thoil ro paised the P

toti“ of intention. If objoctiorn &
ACAS for inquiry. CONFIDENTIAL
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ANNEX B
v OFFICIALS ON PROPOSAL 10
§OTE B a LIMIT THE M
COUNCILS FOR YOUNG PEOPLE m NIMOM RATES SEp
VAGES D ATE O A GIVEN PROPORTION OF ngp -

ADULT

1 fhis note exnmines whether legislation might be introduced

to restrict the youth rates set by Wages Councils to no
more

then a given proportion of the adult rate. It deals only with
& ils ssi implicati wi
yages Councils. Possible implications for the Agricultural Wag
es

Boards will need to be considered by the Agriculture Departments

Attractions

2 The main attractions of the proposal are:-

(a) it tackles an area of particular concern (youth rates)

and is aimed at improving job opportunities for young people;
(b) it retains minimum levels of protection against excessively
low pay (minimum rates will still be set and enforced);

(¢) the percentage approach avoids the need for Government to
specify cash figures;

(d) conflict between some wages council youth rates and the
Young Workers Scheme (YWS) earnings limits should be reduced;
(e) unlike some previous suggestions for action on wages
councils, the proposal appears to be compatible with

international obligations.

+ and counter arguments in brackets/

Likely criticisms /Commen
osal seem likely to be on the

3 The main criticisms of the prop:

following lines:-

st vulnerable to low pay

(a) It is an attack on those mO s
/But minimun rates for youths in wages cout f
still b et/ .

-2 reflect the

set by the trades,
ach trade, and the

ir own judgement. [But
age limits they
h to pay more than

(b) The existing rates, :
tions obtaining in €

stitute the
elow the percent’
employeT wis ;
remain free to do so/-

particular condi
Government should not sub

where current rates are D
and should an

could remain s0; .
the statutory minimum he woul!
>
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(¢) It breaches the lonceratatt:
(c) L ch the long-e 36211 sheg Principle e
ple tha

£
from Goverr, the

nent iubnrmreme' f—('o-m ‘1e
determing iy
: 11ng the & .
% 3 . <] actual rates ges
up to the permitted maximum percentage in the ¢ L7 e
A cace of you

councils should be free

will still be responsible for

It is inappropria si
lappropriate to single oug vages councils becar
simply reflecting the o

general trend, and the

; : re is no
1ice of substantia

1 harn to employment. [But
concern, and the general position is the
more difficult to influence if na :

conclusive evid

there is considerablc

: rrow differentials are, for some
sectors, enshrined in statutory orders/

Problems

4 The first general problem-area is that direct Government interven-
tion of this kind in pay determination inevitably creates rigidities,
the consequences of which are unpredictable. Whilst Wages Councils
themselves can be held to interfere with "the market", the fact
remains that the rates and differentials are set by the employers snd
/‘H‘.ISS}EA of the trades concerned. Government-ordained niaximum percent-
sge limits will undoubtedly be targete for those who are paid less
vhen the system is introduced, and are likely to become norms vhich no
Wages Council will in practice be able to vary downwards, regardliess
of circumstances in the particular trade. And where an employer who
relies heavily on the published rates, with or without en establishe

4 in His own particular circumsvances to pay
constrained minira he could face pressures
from other employees for similar special treatment. There are other
Possible side-effects. A few councils do mot pay the adult-rate *_“7

18 - for example, tbe two large retail councils do not pay it watil 19.

a eifec
Government imposed limits for 16 snd 17 year olds couldvhaYe thr: el ;:l:
re within these councils for lowering the al

Premium, encounters a nee
more than the Government-

°f increasing the pressu

age to 18,
idd entage limits.
i om of deciding the perc :
5 e o LT eco-m_mend the specific percentage

This paper does not attempt %o X
differentials for 16 and 17 year
Clearly the ratios to be specified n i
ficant impact, but the more they doegpz'for 16 ye
Por example, fixing the maximun 8% 1 elimination of o
Present adult rates, leed 10 the FEEES '

.

t wi e appropriate.

1ds that wight b

. ecd to be such as to meke a sipgai

re the adjustment proble:
ar 0lds would, oz

onflict
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(itb the £40 YWS earnings limit, but would affect 8 out
co\mCils' Appendices 1-3 to this note draw together s
(preﬁent wages council differentiale, e

of 10 largest
n € relevant data
relationship with YWS limi

g imits
(versea ; collective agreements etc) as an illustrati 2

of the kind of considerations which will be involved i

g comparisons,

6 There is the question of phasing-in the new ar ements

1t is assumed that the aim is to halt the trend towards narrower
gifferentials (and, where necessary, reverse it) but to avoid anything
appearing to result in Government-induced cuts in the actual pay of
individual youngsters. This means avoiding measures which force
councils to cut the present cash value of their rates, because the
fact that this would not require employers to cut actual pay would

be lost on many employers, workers and the public genmerally.

7 The best approach seems to be one which would 'freeze' relatively
high youth rates until increases in adult rates had effectively
videned differentials to a more acceptable level. Several possible
ways of doing this have been looked at, bearing in mind the need to
avoid making the present Wages Council Orders any more complex. We
favour an approach which, from a given date, would prevent any council
increasing the youth rates if, as a result, the 16 and 17 year old.
rates would be above a stipulated percentage of the adult rate.

8 Finally, it needs to be remembered that the introduction of
legislation to limit the powers of Councils in one respect will
inevitably increase pressures for more arastic action. Conversely,
the low-pay lobby will be stimulated and a wide-ranging public d?bute
could ensue, raising issues such as the case for a national minimum

wage,

Form :
=orm of legislation

i11 require primary
9  Imposition of restrictions on TR m”:o“:z pm:‘il:e power for
legislation. The most sensible course mishtorder
the Secretary of State to specify limits by

1imits will not be easy because not

10 Deviging an Order setting the and 17 year 0lds. Some set &
811 councils have separate rates for e
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A gingle yOu roiie, others relate rates to experience
Hace

bip) uid a fe :
CW 8pecin
Pecinlined grades luve

formal apprentic (f—‘i', stage

¢ .ched 11

rate. Presums y it
fresunmably it would be nece

rates linked to outpu. £ i

counm-ni;ung

1 It would seem appropriate to invite views on the general proposi-
gion at least from the CBI and TUC, and Presumably also frenm em;ﬂ—.oyer
orgenisations and unions which are represented on Councils,

Conclus ion

12 Despite the risks and difficulties the proposal seeme feasible,
and could be implemented on a fairly short time-scale. It would appear
to avoid major difficulties over ILO obligations.

'S
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s Councils

S
yage

s earnings linits as
4 of adult WC rates

follective a greements: -

(s) Private sector (and
public trading sector)

() ocal Authorities
(¢) Industrial Civil Service

| Other Vestern European
minimum wage legislation
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RATES

1z
546-90%

7 %=-8%%

(€45 threshold)

4.29-70%

50%~65%
5%
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57%-80%%

607-75%%

75%

65%-90%

)
)
)
)
)

See Appendix 2
for details.

Marmal and
building worxers

See Appendix 3
“for details.
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ANNEX B - rppmmrx

ar old
Coun~

asg % 5 t
8 % of adult
rate

————

il .‘v'or.—}’oud 69. 7% L
0% g8 oy
To0d 55. 0% . 78.006*
il FO 65.0% 0. 2% e
gsed Residential 75.0% i « O 9.0
B Beni ; S 80.0% 03.4%
Non-Residential 80.0% 66.1% . Je
v 0% ",
ed Place of & 74+ 45
65.0% »
: 70:5% 75.0% e
ling lManufacture 63.0% o4 5% ey
3 4 «Up 52_7.)‘;.
e 48.0% 20.2% 5. 5% 79.0%
« VA
) %, of
. (e 90.0% 80. 4%
62. %% 76.1% 7145 856t
67.4% U, 1% 85.2% 857

aximm .

Rlaxinum:  These show the YWS earnings 1imits as £ % of the adult
wages council rate.(although these limits ave not age tied).
Figures are based on current wages council adult rates.
Conneils marked ® aveldikelySUoRSiEs See their adult rate.
before the YWS limits are revised, and 8O the percentage
figure shown will need to be lower when the adult rates risc.
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06 90%

plland i ¢
plla 40% 450 National
vage.

623% 70% National
earni

| ireece 84.8% 84.8%

fuours 70.0% 80.0¢  Nabional minimun
Wage.
50.0% 50.0% National i
wage.

Nation2). minimwa

61.25% 61.2%
wage.

eat Britain 489-80% 549-90%  Range of 10 lax
wages councils.
Details dsAppende
2.
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