. ECRET
LSC (79) 76 copy Kol

PUBLIC SECTOR FAY.
Egper by the Research Department

This paper discusees how we might react Lo public sector pay
claims in the period up to the slection, and sets out recommendatiomg
which may be relevant not only during the campaign but in Government.
It only explores broad issues and proposes general principles. But
if they, or something iike them, are acceptable, it would not be too
aifficult to establish how,or how far, they should be applied, cage
by case. We have already undertsken a fairly &xtepsive analysis of
the principal public mector claims and settlements in preparing this
paper. Thig work has been moet valuable, We propoae to carry it
further forward, and to prepare from it fuller background information
for circulation to interested members of the Shadow. Cablnet in the
near future.

FOUR CATEGORIES

2. The major public sector pay claims and settlements can
-perhape be best claseed as follows: those in which,

{1} conventicnal phase 4 settlements have already been
‘)‘ concluded, with no specific agreemeént about further incr-
smses in the 1878780 pay=round. {In many ceses thes-
agrasments also invoive the implementation of “aomething
extra’ which had been negotiated in Phase 3),

o (2) Phase 4 aettlamehts have been concluded, and either
new comparability commitments have bean g; or well-
#stablished systems of review and comparison are
being re-activated. In both cases further "catching-
up" gwards are to be erpected, or have slready been agreed.
Usually thees will fall in the 1980/R1 wage round. But
in sdme inportant cmses {LA manuaks) they will take force
in thim round,

. (3) Phage 4 negotiztions have not yet been completed;

{4) we have specifically endorsed or offered to improve on
what Labour have agteed.

‘.Ln categoriea are necessarliy a little grey at the sdges.

; 3, Mogt mettlements and clalms fall into two distinct parts:
N ific Pay award; and a claim or agreement sbout a nethod of
ba: Ining. ] mrly viti o]

timen; and often i w2 should adopt dif
to esch aspect in the case of any particular guery.

PARTICULAR CASES

4. We recommend that our attitude to particular cases should
bs as follows:

(1) Endorses the phase 4 slement of all Bpecific pay awardg
alresdy concluded; though without automatic approval in
some cages for asaociated commitments entered into now
for the pext pay-round,

(2) Re-endorsa all existing Yory commitments for the next pay
round such as the Armed Forces and Folice, In these cases
1t soc bappans that we are committed bath to specific figures
and & system of bargeining.



(3} Affirm our commitment o well—estrbllshed bargaining
systems in broad terms, but subject to certain
reservations (e.g. Fay Research for Non-Industrial Civil
Servants). Some¢ reservatlons would be specific,

e.g. doubits about treatment of job security, pensiong
contributions, others would be generml; p,r example the
Government's mismanagement of the new comparabllity

e¢leime and suepension of normal bargeining during Phases

1 te 3 has put in jecpardy the basiz of g1l well~
established public sector bargzining arrangements

(4) Avold endorsing new bargaining procedures. but indicate we
will look positively at them in as far sz they conform to,
or can be changed to match our general principles
(discussed below}, Etress our ignorance of what the new
systems involve (Clegg's Standipg Commission, and the
arrangements for nurbes and lndustrial civil ssrvenis)
since none have yet reported and not even their terms
of reference are published.

{5) Sound a rew genersl notes of warning where appropriate.
For example
= there is'no extra money avallable";
= many publie eector workers have done ketter
then private sector smpleoyees, comparing
their relative positions In 1978/9 with
oy where they stogd in any year before 1974;
- of the 18 major public sector settlements, we
have studled, no fewer <than Tiftesn now
involve formal or de facto comparability, as
ag rasult of a thaotie and inconsistent morase
of concessions made in recent merths by an
irresponsible and penicky Governemht. Moreover
yot more groups (HBC, NFC) threatsn to join the
band of the privileged;
= in return for their numercus and fundanentsl ton-—
cesaions on individual claims and on the bargaining
system Labour have not obtained or even agught
anything {e.g. No=atrike agreement);
= an sum, the situation ia now eo chaotic after
all these concessions that even the operations of
8ome vmll-uat-h%;ghed public ssctar bargaining pro-
cedurts oY we tum out in time to have been
Jeopardised.

S. The general principiss to whith we night suggest public sector
.)mainl.ng should conform are set out in an annex.
MATTERS FOR DECISIDN

6. {a) Ta the approach to specific cases dutlined in paragraph
4 scceptable?

{b) How in general terms should our pogiltion now be
developed and presented?

(e) Wnhat further work and information iz now required?

7. In deveioping our position in public there are more methods
avallable than usual. In addition to Speaches, statements end cpen
letters, we can put material out in Daily Notes, and Questionk of
Policy, consider circulating supplementary background briefing to
candidates in the same format as "Political Statistica" and the new
"Epeaker's Notes" or raise imsues at dally election Press Cohferences.
Furthermere we might have time g prepare standard letters for the
Leader and¢ Shadows directly responsible to meet the most troublesmme
quariea likely to be encountered in the campaign.
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ANMEX

CENERAL PRINCIPLES WHICH BLIC S|

TOR BAAGAINING SHOULD KESPECT

1. The overall level of the natlon's pay rises should ldeally
not exceed the growth ln real production, and must at ail times
be compatible with targets for the money supply which =steadily
reduce inflation.

Z. Public Sector pay bargaining must ze conducted vithin the
1imits of money available tec Government .hich are set
princlpally by taxes and rates, and peoples' ability and
willingness to pay them.

2. Public sector pay bargaining must therefore fit in with
the cash limit grstef. That iz here To stay as it is essential
for controlling public spending. And {t is the concrete
expression of (i} and (2).

4. individual settlemer.ts must &lsc be both in line with
realities of the parket place; and mccepted as just by these
affected.

z. Pay bargeining should, in corpesponding to rea
the market place, reflect in particuler manning end
productivity, job sesurity, pension rights, and cther bsneflits,
and the balance o¢f supply and demand for the skills in question
including, where appropriste, variations betwesn regiona.
Comperisens with private secter pay levels which respect thase
principles could well be acceptable ovtside the traditional
BrE&s,

ies of

6. To avoid the many 1lnconeistencies encountered at present, ways
must and can be found in conaultation with the unlons invelved,

of reconciling established bargaining procedurss and, te the
extent we find them acceptaple, some of thoee recently proposad

or set up, with the cash limits system (3}, and with the

basic principles of the market plece (E).

7. To be Just, and be geen as just, both negotiators on both
sides of the table and smployeee in the public sector, need to
be in full poasession of the relevant facts about pay,
efficiency and terms of employment, both in the public sector and
in related pcoupsations and industries outside it. But it 1is
squally vital that the pther three quarters of the population
who do net work in the public sector should not feel or have
grounds for feeling that public servants are belng overpaid.

8, wWe fully recognise we cannot expect to have a high-ciass
“public asrvice" on the cheap.
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