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FROM: R B SAUNDERS
DATE: 3 FEBRUARY 1988

CHIEF SECRETARY

TCSC:

1.

press

ce Chancellor
Paymaster General
Sir Peter Middleton
Mr Anson
Sir T Burns
Dame Anne Mueller
Mr Kemp
Mr C W Kelly
Mr Odling-Smee
Miss Peirson
A4 N/ Mr Turnbull
Mr RI G Allen
Mr Gilhooly
@ 2 i Mr Pickford
Miss Evans
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NURSES PAY

You asked for a line to take on the stories in this morning's
that the Government evidence to the Nurses Pay Review Body

recommends an increase of 3%. I have agreed the following with

DHSS.

The Government evidence argues that this year's pay
award for nurses should go for a more targeted approach
to the problems than the across-the-board increases paid
in past years. Two aspects in particular.

First, implementation of clinical grading review (agreed
with unions before evidence prepared) which will allow
new and better career structure for nurses, and greater
recognition of skill and responsibilities.

Second, flexibility for managers to respond to local
labour market difficulties, including ability to pay
substantially more to nurses in London.

Evidence states that average earnings need to rise by
just under 3% in order to compensate for price rises
over the 1last year, taken with tax reductions in 1987

Budget.
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- Tvidence makes no recommendation about increase to be
applied over and above clinical grading review and
London etc allowances. That is a matter for the Review
Body to make recommendations in the first instance.

- [IF PRESSED on provision for pay increases in PEWP] No
pay assumption in 1988/89 plans. General inflation
assumption (GDP deflator) 4.5%. In addition, reasonable
to expect health authorities to make some contribution
to excess costs from cost improvement programme
(expected to yield an extra £150m). But not prepared to
give a figure for what can be accommodated within plans.

Background [NOT FOR USE]

Mr Newton is being briefed to tell the Review Body that pay
increases of up to 6% could be accommodated within the plans: 4%%
GDP deflator, plus [1%% or £65m] a contribution from the CIPs.
Since the clinical grading review will cost (on DHSS figures)
about 3%, and the London supplement 1%, that leaves about 2% -
broadly in line with the year-on-year increase in the TPI (1.9%) -
for a general increase before recourse to the Reserve becomes

inevitable.
The written evidence to the Review Body says:

"A continuation of low inflation and the tax reductions in
the 1987 Budget means that pay rises of just under 3% would
compensate the average earner for price rises over that last
12 months."

(The figure of 3% is out of date: it is the November-November
increase in the TPI, not the December one. We pointed this out to
DHSS, but they did not take it on board for the written evidence,
though Mr Newton's briefing for this morning gives the up-to-date
2% fiqure.) The evidence goes on to refer to "a relatively modest
cost of living increase" for uprating the new pay scales from
1987-88 to 1988-89 levels.
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Taken together, these statements could imply a 3% increase. But
this is to ignore the very substantial increases which many are in
line to get as a result of the clinical grading review and the
London allowance. In London, many staff nurses will be going onto
a scale with a maximum 22% higher than at present, and a few will
get up to 42%.
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FROM: MISS M P WALLACE
DATE: 3 February 1988

MR de BERKER cc PS/Chief Secretary
Mr Kemp
Mr C W Kelly
Mr Gilhooly
Ms Seammen
Mr Saunders

BRIEFING FOR NO.10: IMPLEMENTATION OF REVIEW BODY RECOMMENDATIONS

As I mentioned to you, No.1l0 have asked us to provide a factual note
setting out, for the years 1974 to 1979, what the TSRB recommendations were,
and how (and when) the Government implemented them. I should be
grateful if you could provide this by close tonight.

2l I understand that No.l0 have commissioned similar notes from
DHSS and MOD on the Review Bodies they deal with.

MOIRA WALLACE

MR de BERKER cc PS/Chancellor
PS/Chief Secretary
PS/Sir Peter Middleton
Mr Anson
Dame Anne Mueller
Mr Gilmore
Mr Kelly
Mr Gilhooly
Ms OSeaummernn
Mr Saunders

At the risk of straying outside my present patch, could I suggest that
the Treasury is allowed to look at the DHSS and MOD contributions (for
the DDRB and NRB, and the AFPRB) alongside the TSRB, before any great
use is made of the assembled material. It is important that it is used
on a consistent basis. By the same token what is provided for the years
1974 to 1979, should be used consistently with later years' material,

which No 10 presumably already have.
.F:.p 7/ X o
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A C S ALLAN
3 February 1988

MR SAUNDERS cc PS/Chief Secretary
PS/Paymaster General
Sir P Middleton
Mr Anson
Dame A Mueller
Mr Kemp
Mr C W Kelly
Miss Peirson
Mr Turnbull
Mr Gilhooly

NURSES PAY: MEETING WITH SIR JAMES CLEMINSON

The Chancellor was most grateful for your minute of 27 January and

the brief for his meeting with Sir James Cleminson.

2. Sir James was trying hard for a proper restructuring, but was
concerned about the costs of the clinical grading review. Yonr
minute gave the costs as adding about 3 per cent to the pay bill:
his view was that it would add at least 5 per cent, before any
allowance for grade drift. He was planning to sound warnings
against grade drift in his‘report.

3.4 He had been disappointed in the support provided by DHSS, and
in particular in their inability to provide any up-to-date figures
at all on recruitment and retention.

4, Because of the delay in getting Government evidence, he would

not be in a position to report before end-March, though he would
probably have firmed-up his conclusions somewhat before then.

st

A C S ALLAN
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. FROM: A G TYRIE
DATE: 9 FEBRUARY 1988

CHANCELLOR (oo Chief Secretary

Financial Secretary
Paymaster General
Economic Secretary
Mr Cropper

Mr Call

NURSES PAY

According to the Standard, attached, COHSE are planning a

co-ordinated day of protest on March 14. This may succeed in
disrupting budget presentation to some extent. On the other
hand, it may, of course, go over the top. Definitely an

opportunity for Labour, if they have the wit to take it.

g

A G TYRIE



says

"NURSES leaders are’
trying to persuade other
“unions to take up their
fight for more money
for the NHS by staging
sympathy action in sup-
port of health workers.

The Confederation of
Health Service Employees

K by Tony Maguire

today announced - plans for
two more days of protest in
the next month as part of a

* co-ordinated campaign to put

pressure on the Government.

And there was clear ev- -

idence that the next wave of

disruption is being carefully.

9)"" A, hv‘(" I’

stage managed——in contrast to
last week’s spontaneous"

walkouts by nurses. e A

The next COHSE day of
action is planned for next
Tuesday and the union’s Lon-

.don co-ordinating committee .,
today called on workers out- °

side the health service to back
their campaign. :

by COHSE. That

our protest,
ealth union

London regional officer
Pete Marshall said COHSE
was requesting unions outside
the NHS to hold meetings on

- February 16, inviting COHSE
- workers to address them.

He said: “ We realise that it
is only workers with econom-
ic power who can change this
Government’s policies and
they should come to the aid of
the health service.”

The London-wide day of
action will “involve various
forms of action” and some
branches will be ballotted on

strikes, said COHSE.

A second, national, day of
protest on the eve of the
Budget is also being orgamsed
‘co-
ordinated day of protest”
planned for March 14,
provided all health workers
with an opportunity to show
their concern about the NHS
crisis, said the union’s gencral
secretary Hector McaKenzie.

The union has produced its
own “Charter for the NHS”
which calls on Chancellor
Nigel Lawson to pump an
extra £25 billion mto the
health service. :

That would still leave him
room to cut 2p off income tax
but would rule out a 4p cut,
which COHSE believes he
may be considering.
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REVIEW BODY RECOMMENDATIONS AND DECISTONS 1974 TO 1978 vs. 1979 TO

1987

1974 to 1978

Of course the record in 1974 to 1978 was good.

1979

in three of the five years - 19Tk, 1976, 1977, the Government
determined the Review Body recommendations in advance, through
incomes policy. Increases well below inflation (eg. 197T:

inflation at 1T%%, Doctors and Dentists got £208 a year: 2%%)

so only in 1975 and 1978 were there genuine independent

recommendations. And what happened?

For April 1975 Doctors and Dentist's recommended 30%, savagely
staged to halve the value to them that year. (15% vs. RPI
at 21.7% and TPI at 26.2% that April)

In 1978, the recommendations for the Armed Forces, TSRB were
cutback to 10 per cent because of incomes policy. The DDRB
wanted to recommend more than 10 per cent, but made

recommendations in line with the incomes policy.

1987

This government set the Review Bodies free and independent
to make the recommendations they thought right. No rigging
the result through incomes policy.

We have staged awards where that ,was right to protect service
sinee 19§50 fms

levels, but only in—year;\/, and making sure that people were

kept up to date.

We have honoured the NPRB awards. (Paid in full from the due
date in 1984 and 198T; from delayed date in 1985 and 1986).

No backlog of awards to Nurses.
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NHS: TIMING OF REVIEW BODY REPORTS Health, Anwmbhies.

M"W ,D'")..

1. At your meeting on Friday, you asked us to consider the pros and cons of
shifting the date of the NHS review body reports to earlier in the year so that,
although the settlement date for the increases would be continue to be 1 April,
the decisions would be known at the time the Health Authorities were drawing up

their budgets.

2. The shift could not be made this year. The NPRB does not believe it can report
before April. The advantage of announcing now a change from 1989 onwards would
arise from showing that the Government was responding to the concerns that the
Authorities were expressing so vigorously about wuncertainties over planning.
Moreover, announcing the change would provide one way of ring-fencing any decision
to make a pledge this year on funding pay increases for nurses in advance of the
publication of the NPRB report and the Govermment's decisions on implementing
them. The pledge would be Jjustified, inter alia, on the basis that it was an
exceptional step —'in a transitional yearn to remove uncertainties for the Health
Authorities, uncertainties which would not recur once the reporting date had becen
shifted. It would also mean that nurses would not have to wait until a month
or two after their settlement date for their pay
i , :
. The effectiveness of the ring-fence depends on the strength of the argument
that uncertainty over funding the pay awards 1is actually damaging the Health

Authorities' planning, and thereby disrupting services. This argument is running
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very strong in the current public debate. But we would accept that there is
something in the argument on merits, too, though not very much. There is very
much less in it than the mileage the Health Authorities and others are getting

out of it at the moment; and certainly not enough to justify the statements about

ward closﬁres which some Health authorities have been making

W\‘\vP |\{ SM\/&QV\,.(\A &M“\,\

4, To meet the Health Authorities' dgetting timetable, decisions w0uld have
bl/ﬂ' to be announced around end January “in the run up to the Budget and shortly after
) the PEWP was publlshed but before the PEWP ~debate. To give Ministers the

1"0 opportunlty to consider the recommendatlons, that would mean the reports would

WMW’ Yhave to be received by No.l0 some weeks before - say 1 January./  That would mean
b_N_—\

that the target date for Government written evidence and the always well-publicised

union evidence would have to be during September, rather than, as at present,

around the beginning of December. This would have the drawback that the evidence

bwk wk
\eanl
W( date, by three months, compared with the present arrangements. It would also

for increases to take effect from 1 April in the following year would be out of

W make nurses pay a media issue in the closing period of the Survey and in the run
Vvdhx
\94,1’0’( up to the Autumn Statement (although not of course necessarily as lively an issue

fynn as it is this time).

5. Still on timing, a shift in the reporting date Jjustified as being to help

NHS budgetting would mean a fairly fixed date for the Review body announcement.

e,

considerable flexibility over timing, allowing account to be taken of parliamentary

Uyﬂ* V'}ﬁressu:r'es and events elsewhere eg. on the pay front. (Since 1979, the date of
g \\,Uv\ the announcement has usually been in May or early June, but has varied from 23 April
\{\:;Nj in 1987, to T July in 1980.) Although Lhere would be scope tor a little variation
from end-January as the date of the announcement under the new system, it would
strain the logic of a link with Health Authorities' Dbudgetting to delay the
M announcement, to or heyond the Budget. Worsc it would risk Institutionalising

,)\/\q\ a major public expenditure announcement at Budget time.(There is a variant: to
pr/ go for announcements before the Easter Recess. The Jjustification would have to
q)\be not a link with Health Authorities' budgetting, but reducing the period of
&Q‘y uncertainty for them. But that would shift the evidence timetable forward too,

“}\C&\ﬁ‘making it 1likely that the Government and staff side evidence would be going in
£

o and attracting press comment very close to the Autumn Statement. And it might

be hard to explain why having accepted a move in the reporting date, it had not



' ‘ CONFIDENTTAL

‘*5;

3;\;)/“
7

2

’

been moved back far enough to solve the Health Authority budgetting problem.) lMLLU{ "

6. There are other aspects which need to be considered.

e First, and most importantly there is the effect on the pay scene generally.
Police, firemen, the NCB and the local authaqity manuals have autumn settlement
dates, but the rest of the major public service groups have settlement dates from
1 April onwards to the end of the round in July. Most of the important private
sector service sector settlement dates fall in the period from 1 January onwards.
if, as has typically been the case, Review Body recommendations and decisions
are higher than the Government is looking for in the public sector and in the
conomy more generally, it would be unhelpful to bring the announcement forward
from around May-June (the recent pattern) into the first quarter of the year when
the pattern of the pay round has stdill to firm up. This would be doubly so at

times when the announcement was coupled with the provision of additional finance.

8. Second, there is the question of the other Review Body reports. It would
be hard to resist the logic of moving the reporting date for Doctors and Dentists
and for PAMs back to the same time as the report for Nurses. Although not as
important as nurses, their pay is a substantial chunk of the NHS budgets. The
same budgetting argument would run for the AFPRR. (MOD would be bound to press
hard for that if it were conceded to meet NHS budgetting problems: they have genuine

W) A budgettlng problem of this sort does “not arlse for
the TSRB. However, on presentational grounds, there would be arguments for stlcklng
with a "Review Body Announcement Day" rather than splitting the NHS groups off
for separate treatment. It is a reasonable assumption that for a few years to
come the NPKB will normally be making larger recommendations than the other Review
Bodies. Be that as it may, it helps to be able to contrast the decisions made
on nurses' pay with the decisions made for the other Review Body groups. There
is however a special case for keeping the TSRB announcement to later in the year.
The Lord Chancellor's salary is linked to that of the Lord Chief Justice, and
the salary order needed gives an opportunity for a debate on the Review Body
decisions (cf. 1985).

9. Third - though we would not put too much weight on this compared with the

other timing problems - a gap of several weeks between the announcement of a
decision and its actual implementation date would be wunattractive. Thal might
MIVE Compinging, "

e

Wa?\wm— Compare ik 1T 3 e

W Govk Gy od/ AN IN



) ‘ CONFIDENTIAL

Just encourage a bit more fuss in years when the Government decided to implement

Review Body reports less than fully by staging or abating them.

Autumn date and Two year settlements

10ie Shortly before your meeting, Mr Forman minuted you suggesting that the
settlement date for the DDRB and NPRB should be put back to the autumn and that
there should be two-year settlements.

11. Simply moving the operative date to the autumn would not improve our ability
to forecast NHS expenditure. At present, we get the Review body reports early
in the financial year, and are thus liable to be faced with a large in-year bid
on the Reserve. But the effect can be mitigated by staging. And we are able
to take full account of the knock-on effects into the following years from the
early stages of the Survey. Putting the operative date for pay awards back to
the autumn would still leave us with in-year bids on the Reserve - although of
smaller amounts, since they would cover only U4-6 months rather than a full year.
But the uncertainty that health authorities already experience in planning their
expenditure for the coming year would be greatly increased. But although the
amount at stake would be smaller, having a decision late in the year would increase
uncertainty. Thus the benefit for the planning year would be secured at the expensc
of the current year. Also, the later year effects would have to be taken on board
at a very late stage in the Survey; if the reports were delayed, this might turn
out to be very difficult for the Survey timetable.

12. An autumn date is also unattractive from a pay point of view. Tt would put
the medical groups alongside the police and firemen at the start of the round
- with possibly unfortunate 'pace-setting" consequences. And managing the shift
would be tricky: there would be either a six month settlement (so that doctors
and nurses got two rises in the same year) or an eighteen month one - which would

no doubt turn out 50% higher than it would otherwise have been.

13. As Mr Forman suggests, another way of getting greater certainty into the
figures for next year would be by the introduction of two year settlements (or,
rather, two separate awards covered by one report). That way, we would only have
an argument about use of the Reserve every other year, instead of annually. But

it would be even more difficult to resist year 2 proposals than we now find it
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to resist those for year 1. It would be especially awkward if the Review Bodies
went in for back—end-loading, with an unattractive rising trend for the increases.
And there might be pressures to re-open settlements if inflation turned out higher
than expected. It is difficult to predict how they would play things.
Nonetheless, I would not advise ruling out this as an option for the future. Given
reasonable recommendations, there would be attractions in two year settlements

if they could be made to stick without reopening.
SUMMARY

14. The advantages of shifting the reporting date (but not the settlement date)
to mid-February were set out in paragraphs 2 and 3 above. They are largely about
the handling of this year's pressures, although there is some advantage too for
the Health Authorities in the longer—-term (although they feel more strongly about
this than we think is justified). That argument apart, the long-run considerations
point against the change. The most important points are the reduced flexibility
which the Prime Minister would have; that the timing of the evidence and the
/7 announcement would be brought permanently adjacent to the Autumn Statement and

the Budget; and the worsened timing vis-a-vis the pay round.

15. All that said, there is a holding option which might be useful; not to pledge
a shift of reporting date, but to undertaken to explore with the NPRB the
possibility of changing the reporting date. This could be coupled with or without
commitment exploration with the Review Body of what other steps could be taken
to ease the problem for NHS budgeting. (That could cover, though it need not
be announced; the option of two year settlements.) It would be necessary, in
any case, to consult Sir James Cleminson about any change to the Review Body's

timetable. The consultations could not be done very quickly.

16. The above has been agreed with ST and GEP and DM have been consulted about
the AFPRB point. We have not, of course, consulted DHSS, MOD or No.1lO.

J F GILHOOLY
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NOTE OF A MEETING HELD IN THE CHANCELLOR'S ROOM AT THE TREASURY
AT 11.30 ON FRIDAY 5 FEBRUARY

Present: Chancellor Mr R I G Allen
Chief Secretary Mr Gilhooly
Financial Secretary Mr Saunders
Paymaster General Mr Cropper
Economic Secretary Mr Tyrie
Sa4r ‘T Burns Mri‘Call
Mr Anson
Mr Kemp
Mr Kelly

Miss Peirson

NURSES' PAY

The Chancellor said that, in general, the Treasury had been

successful in deferring all questions of additional expenditure on
the NHS until the later stages of the current review. However, the
Government was being pressed to say whether the nurses' review body
recommendation would be implemented in full, and - particularly -
if it would be funded in full. There were press stories of health
authorities closing wards as a precaution against the costs they
would be expected to meet. Ministers wanted to consider whether it
would be desirable to make some announcement earlier than
end-April, and if so what.

2. Mr Kemp said that the provisional costing in his minute of
29 January probably understated the likely extra cost of a 10 per
cent recommendation - which he would now put nearer £300 million.

The Chancellor said that he suspected the recommendation might be

slightly higher, at around 11 per cent, once inflation, the
clinical grading review, London Weighting etc. had been taken into
account. This would add a further £40 or £50 million to the

"underfunding" figure.

3% The Chancellor said he saw no realistic possibility of
1
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doing anything other than implementing the review body
recommendations in full, and funding in £full. It would not be
possible politically to «cecilect the £20 million from the cost
improvement plan that had been earmarked for pay in the survey.
However, full implementation and full funding would be difficult
presentationally: it would be seen as a reversal of the tough line
that had been taken so far; and it might encourage medical review
bodies in future to make higher recommendations without fear that
high pay bills would have to be offset elsewhere within health
service budgets. The Chancellor said that, at the TCSC, Mr Higgins

had argued that an early announcement about funding need not be "a
blank cheque": the Government would be committed to fund fully any
award it agreed 1x” but would not have undertaken to accept the
Review Body's recommendation. This would be consistent with the
Prime Minister's statements. Mr Anson expressed concern that any
announcement of this kind would cut across the arguments which had
been used to Jjustify the abandonment of volume planning.

Miss Peirson pointed out that there were some weaknesses in the

operational arguments for early announcement about funding: Health
Authority Treasurers had already been told that they would have to
earmark half of the yield of the cost improvement programme for
pay . However, the Chief Secretary pointed out that as they had

been told on a confidential basis, they would not necessarily have
told their Chairmen.

4. Mr Gilhooly said that it might be possible to ring-fence

generosity on the nurses' award by linking it explicitly with the

clinical grading restructuring. The Paymaster General agreed that

it would be important to stress this 1link to avoid losing the
principle that part of the cost improvement programme should be

earmarked for pay. The Economic Secretary said that he felt that

an announcement that the Government would fund whatever it accepted

would immediately reopen the question of whether the Government
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would accept what was recommended. The Government would
effectively have signed a blank cheque, but would still end up

being criticised for its planned meanness.

5 Sir T Burns said he viewed the prospect of an early

announcement about funding with some concern. He was not confident
that this generosity could be ring-fenced, and in principle it was
not good to upset the established mechanisms for dealing with
public sector pay. It must be quite obvious to everybody that the
Government was bound to fund the award in full: there was
advantage in doing this 1in the right and proper way. The

Chancellor said that he too was concerned about the security of the

ring-fencing. He was reluctant to do anything that would give the

impression that the Government was "on the run".

6. The Paymaster General thought that some of these concerns

could be met if the timing change could be agreed in advance, and
announced at the same time as the decision to fund in full: the

problem could therefore - by definition - never recur.

7 Mr Saunders said that he was preparing advice on the timing

question: there were a variety of expenditure control reasons

against review body reports in November. The Chancellor pointed

out that it would not be necessary to advance the timetable to that
extent: a report in January or early February for implementation at
the beginning of April would let health authorities know where they
stood in good time for their budgeting round. There were arguably

advantages in bringing all review body reports forward to January.

8. Mr Tyrie said that if there was to be an early assurance about
funding he saw advantage in delaying it until the Budget: there was
a chance that the 1issues of nurses' pay and health spending
generally would become even more closely linked in the public
perception than now, so to move on both issues at Budget time might
kill two birds with one stone. On the other hand, Mr Kemp pointed
out that it could be worse to wait, if the general pay scene looked
worse by then.



9. The Chief Secretary doubted whether it was politically

feasible to delay an announcement about funding of nurses' pay
awards until after the Budget. But to make an announcment in the
Budget would fuel demands for other expenditure measures to be
included in future years. The least undesirable option might be to
give some indication in the PEWP debate that the Treasury would be
prepared to entertain a claim on the Reserve to meet the cost of
implementation; that the nurses' review body awards had almost
always been treated in this fashion; and that it would be entirely
premature for health authorities to plan ward closures etc to
of fset likely costs of review body settlement.

10. The Chancellor said that the critical element of the whole

package was the idea of bringing forward review body announcements.
Proposals should be worked up, which would then have to be
discussed with the Prime Minister and colleagues. The
disadvantages of announcing full funding for nurses' pay this year
would be eased if we could ensure that the operational/timing
problem would not recur. The PEWP debate might then be the vehicle
for two items of good news: the change in the date of review body
reports, allowing health authorities to take this into account in
budgeting, and an indication in principle that the Government would
fund fully whatever award was implemented. There would then be a

good "line to take" in advance of the Budget.

11. It was agreed that ST and Pay would look again at the question
of the timing change. It would also be necessary to consider the
precise form of words that the Chief Secretary might use in the
PEWP debate.

“«10\/\/ :

MOIRA WALLACE

11 February 1988

Distribution: those present
Sir P Middleton
Mr Turnbull
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NHS: TIMING OF REVIEW BODY REPORTS

Mr Gilhooly's note of 11 February helpfully clarifies the
issue and concludes that the case for moving the Nurses
Pay Review Body report/announcement to end-January has

short term advantages but more compelling long-term

disadvantages.
2 But none of the 1long-term disadvantages seem knock
down arguments to me. I am not attracted to the 'holding

option' in paragraph 15 of 'exploring' a change of reporting
date. It is neither fish nor fowl and we should make up

our minds now.

3 The argument about uncertainty in budgeting is being

overdone by the health authorities - Mr Gilhooly s rights

But it has been hugely successful for them - a complete
stunner in - fact - and will run each year unless we close
1€ ouk.

4 I remain attracted to an end January announcement

and would accept the bunching of other Review Body reports

dele

¢¢ JOHN MAJOR ; -
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notably for Doctors, Dentists and PAMS,
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NHS: TIMING OF REVIEW BODY REPORTS

The Chancellor has seen your minute of 11 February. He will hold a
short meeting on this. This office will be in touch to arrange
details.

P

MOIRA WALLACE
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HEALTH FUNDING

The purpose of this minute is to report that senior DHSS officials called
on me this morning, at their request, to talk about NHS funding in the
shorter term - that is, effectively for the year 1988-89. I summarise
below what was said; this is not only of general importance but is
very relevant to the discussion at the Chancellor's meeting yesterday

and the way forward that was agreed.

2. In brief, DHSS officials do not think they are going to be able to
get through 1988-89 on present provision, even allowing for some help
from the Reserve for the Review Body awards, without consequences that
they think will ©be unacceptable both medically, managerially and
politically. They emphasise they are looking only at 1988-89, but of
course for later years there is not only the Survey in which they can
make additional bids but also with any luck the fundamental review will
have led to changes which ought to start improving the position. But
meanwhile there is 1988-89 to get through; and more immediately the
very difficult (as DHSS see it) run-up to the Budget. They do not want
their Ministers to have to take a great deal of political flak during
that run-up if it turns out to have been unecessary (because a decision

were in fact taken subsequently to give more money ) .



3, Currently Health authorities are setting 1988-89 hudgets. Tt appears
from what was said that even giving some weight to the nudges and winks
that have already been given over Review Body award funding there are
some very unpalatable decisions having to be made which are 1likely to
increase the political pressures on Ministers. This, we are assured,
is not just some kind of anecdotal or '"feely" view; it is based on
the first results of a hard nosed detailed exercise carried out by two
members of the NHS Management Board on an authority by authority basis
of their plans. This work is not completed yet, but is as I say starting
to give indications; preliminary conclusions should be available around
the end of February or thereabouts. DHSS officials clearly think that
it will provide a strong case for Mr Moore to seek additional Health
Service funding for 1988-89, over and above what he will already be seeking
in respect of the Review Bodies (and on that, it is clear that they are
going to be looking for full funding of the excess of whatever is given
over existing provision; they argued that the earmarked cost improvement
programme savings would all be needed for the Whitley Groups) . But

this is what we expected.)

L, In discussion with DHSS we identified their ideas on a framework
for decisions etc on NHS funding in respect of 1988-89, from here on

ihy -thusi.t=

2% Stage 1. This would be some indication, given in the
next couple of weeks or so (that is, before the Budget) that

the Government were looking at the mﬂ-hnrltl es budgets ete

as they were coming up for 1988 89, “and that a conclu51on of

e —— e e S ————

some k1nd would be reached and announced when these had been

considered. ThlS of course would comm1t the Government to

e

giving more money for 1988-89 on top of the pay money.

-

b. Stage 2. This takes place about the middle to end of
April, when the Review Body Reports have come to hand and
decisions both on degree of acceptance and funding have been

takens: when those decisions are announced would not we want



to wrap them all up together? A statement is made about the
review of budgets at (a) and something said about additional
funding from the Reserve (additional to what has been given

in respect of the Review Bodies).

c. Stage 3. This is the upshot - probably iterim only - of
the fundamental review, to be announced before the Summer Recess,
which will not in itself, in DHSS view, involve spending (or

saving) any more money in 1988-89,

d. Stage 4. This of course is the ordinary Survey process,
leading up to announcements in the Autumn Statement of 1988,
and relating to 1989 onwards, taking account of whatever may

emerge from the announcement at Stages 2 and 3.

5. As a theoretical framework this is all very well, we told DHSS, and
by its lights it recognises one or two of Treasury Ministers concerns
- for instance the importance of not dribbling money out to the NHS,
the importance of justifying up to the hilt any additional provision
that is made, and the importance of respecting the statements about no
additional funding for the NHS in or around the Budget. But, as we
told them, it has some pretty obvious difficulties; very large additional
sums of money were made available in the last Survey for 1988-89, and
Ministers have taken considerable credit for them - can we say as soon
as April that they have proved inadequate? At Stage 1 it would be
difficult to make the case without simply seeming to cave in to the Labour
Party attack and yet any announcement then would in fact be a post-dated
cheque which would have to be honoured if it were to do the political
and managerial trick. And at Stage 2 how can one make sure that any
additional money which is provided other than for all or part of the
shortfall on Review Body awards does not go straight into the pay of
the non-Review Body groups (the Whitley groups)? And finally and
crucially how can we be sure that this is the end of the road, and that
there will not after all be a dribs and drabs approach with yet more

money having to be found, or at least demanded, in the Summer or, as



last year, in December?

6. To be fair to them, DHSS accepted that these were all valid points,
and they would all have to be teased out. But they were anxious that
we knew the way they, and they suspected Health Ministers, were thinking
if only so that it might be possible on a contingent basis to kick some
ideas around just in case it did turn out that Ministers collectively
(and we pointed out that the Prime Minister would be involved in this)
did want to go for something like Stage 1 in short order. And there,
indeed, the matter rests with us saying that we would report this encounter
to you and that Miss Peirson and Mr Saunders would meet with DHSS shortly
at a lower level to start to explore some of the material on the 1988-

89 budgets which might be needed for a decision on whether to go down

this sort of path. (But this work cannot get very far very quickly.
i In the course of the discussion we mentioned the PEWP debate next
Wednesday . The question, of course, is how far the DHSS idea of Stage

1 set out above is consistent or can be made consistent with the ideas
that emerged at the Chancellor's meeting yesterday. The crucial question,
it seems to me, is whether what you say in the debate on Wednesday relates
just to the Review Bodies and their funding, or whether it also touches
on what is described above as Stage 1; as opposed to taking Stage 1
separately from the PEWP debate at some later, but not all that much
later, date. If neither of those are acceptable then the concept of
Stage 1, even if it were acceptable on other grounds, gets very much

more difficult.

8. It seems to me that all this is going to have to be the subject of
a talk between you .and Mr Moore in the very near future. When you get
in touch with him over what you might say on Wednesday following
yesterday's meeting he is bound to raise these thoughts. What I think
Treasury Ministers need to do is to decide whether the political and
managerial imperatives are such that we need a Stage 1 at all, and if
this is in doubt, how soon a decision can be taken. If it cannot be

taken before Wednesday, but we want to keep the option open, then we



have to decide what effect if any it has on whatever you say on Wednesday.
There are a variety of permutations on all this, and you may wish to

have a quick talk with some of us, before Mr Moore gets hold of you.

=t

E P KEMP
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I attach a draft minute to the Prime Minister along the lines agreed at your
meeting yesterday. Preliminary soundings with DHSS officials suggest that

Mr Moore would welcome the proposal.

2. ST, DM and GE are content.

J F GILHOOLY
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REVIEW BODY REPORTING DATE

We are suffering a great deal of criticism at the present time as a
result of the difficulties created for health authorities'
budgeting by uncertainty about the size of the pay increases which
nurses (and for that matter other NHS Review Body Groups) will
réceive from"1 April. Much of the pressures on us rests on the
argument that because the Health Authorities cannot settle their
budgets for 1988-89 until those decisions are known, they have to
plan for the worst. This is being used on the one hand to press for
a pledge in advance that we will fully fund the increases awarded;

on the other to justify extreme measures such as ward closures.

2 However exaggerated it may be, there is clearly some substance
underlying the complaint. It would certainly be easier for Health
Authorities to plan rationally if they had a clear idea, before
they came to finalise their budgets around February, of how much
they would have to find from their budgets for pay. We cannot
sensibly do that this year. But having looked into the issue
carefully, both John Major and I believe that it would be desirable
to deal with the problem in future years by bringing forward the
date at which the Review Bodies report and at which you announce
the Government's response. We should have to discuss with the
Review Bodies, but a suitable timetable might be to ask them to

produce their reports in time for you to make an announcement by
the end of January.

3 Changing the date in this way would 1nevitably reduce the
flexibility of the timing of the announcement which we have at

present, and set a fairly tight timetable for us to observe in

Dame Anne Mueller






taking decisions on Review Body reportﬁ in the future. But I have
no doubt that the balance of advantage is firmly in favour of
making the change. I would also propose that, as now, all the
various pay review body decisions should be taken and announced
together, which would imply changing the reporting date for all the
Review Bodies (Nurses, Doctors and Dentists, Armed Forces and the
Top Salaries Review Body). In all cases, the implementation date

would continue to be 1 April.

4. Clearly the change could not be made until next year. But an
early announcement that we propose to make this change would, I

believe, be very well received.

5k I would be grateful for your views, and for those of

colleagues responsible for pay review body groups.
. V4
z,/ oV f{ (: TZ.€ 4 [N

6. I am sending copies of this minute to JamesbyééLay, Peter

JWélker, George Younger, Normqp/fgwler, Malcolq/ﬁifklnd John Moore,
/

~/ John MWakeham and ‘to Sir Robin Butler. ‘
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REVIEW BODY REPORTING DATE

1. When you see the Prime Minister this afternoon to discuss your minute of
19 February (attached) we understand she may ask you about having the NHS (and
perhaps other) Review Bodies make reports covering two or three years rather than
an annual report. Mr Forman had alrady suggested two year settlements (see paragraph

13 of my submission of 11 January).

2. Our advice is to agree that this is very worth exploring, but that no commitment

to such a change should be made until the idea has been properly looked at.
3. The advantages of two or three year decisions on nurses' etc. pay are as follows.

i. They would give greater stability and certainty to the planning of health
authorities, and to NHS managers, since the issue of pay would come up
only every two or three years (although on those occasions there would

be more at stake and possibly greater uncertainty).

ii. It would correct one of the drawbacks of the present system ig that (for
so long as the pay awards are to a substantial degree financed from the
Reserve) +the published plans show a slower growth in NHS expenditure
than we know will be the case. Settlements two or three years ahead

would avoid this understatement of plans.



iii. Having two or three years to consider when looking at the Review Body
reports would give Ministers greater freedom over implementation, in
particular the phasing of exceptionally large recommendations (eg. arising

from structural changes).

4, The risks with going down this route are that

a. setting pay for two or three years ahead would reduce flexibility if labour
market conditions or public expenditure pressures changed requiring a
reining back on planned expenditure. In practice, it would be extremely
difficult to reduce increases which had been announced. But upward
pressures although much reduced would remain - eg. if earnings and/or
prices took off in a way which devalued the increases agreed. There would
need to be a clear and carefully designed set of rules about reopening,

with the presumption that reopening would not be allowed.

b. there could be major difficulties for pay policy from the sort of
recommendation the Review Body might make. Where the Government was seeking
to signal a deceleration in pay settlements, large increases for nurses

extending well into the future would be unhelpful.

5. 'Despite these risks, the proposal looks attractive. But it would need to be
explored further (both with DHSS and the other Review Body departments, and with

the Review Bodies themselves) before we went nap on it.

6. Certainly, there is no prospect of introducing the change for the 1988 reports:
the earliest would be 1989. However, there is a question of what could be said
publicly about the idea now. This is the sort of idea that is quite likely to
be thought of independently, and put forward by someone outside Government eg.
a Health Authority, or one of your backbenchers. There is therefore a presentational
case for saying that this is something the Government is willing to look at without
commitment, and will reach a decision on before the next Review Body round begins
in the autumn. But it would be important to do this in a way which kept the option
open of not going ahead if difficulties arose in talks with Departments or the

Review Bodies.

T. ST and GE are content.

- - .

J F GILHOOLY



mjd 3/139m )

SECRET

FROM: MISS M P WALLACE
DATE: 22 February 1988

MR KEMP cc Chief Secretary
Paymaster General
Sir P Middleton
Sir T Burns
Mr Anson
Dame A Mueller
Mr Kelly
Miss Peirson
Mr Turnbull
Mr Saunders
Mr Cropper
Mr Call

HEALTH FUNDING

The Chancellor was grateful for your minute of 18 February. He has

commented that he is strongly opposed to Stage 1.

DA

MOIRA WALLACE
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Thank you for your letter of 24 February advising me of the
changes which you wish to bring about in the future timetable
for the Report of the Pay Review Body.

I totally understand the reasons for this decision and will
look at the full implications. I spoke to the Chief Secretary
yesterday and told him that I thought that, provided
Government Evidence was presented on time, the target dates
proposed by you should be achievable.

Individual members of the Review Body will, of course, have
to see how this change in timetable fits into their own
availability as, for instance, we are currently able to do a
considerable amount of preparatory reading during the
Christmas break, which will no longer be possible.

After consultation with the individual members and with the
Office of Manpower Economics, I will report back as quickly
as possible.

I should add that I mentioned to the Chief Secretary that it
was my hope that my Review Body would be able to make up much

of the time lost by the very late delivery on this occasion
of Government Evidence.

I am sending a copy of this letter to rec_ipients of
yours, with the exception of the other Review Body Chairmen.

o G o

SIR JAMES CLEMINSON

IG7AAH IE

PRITIEN OVERSEAL TRADE SOARD.
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THE PRIME MINISTER 24 February 1988
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I am writing to you about the future timetable for the

reports of the Pay Review Bodies.

We have recently been considering whether it would be
possible to remove the uncertainty which employers of the
review body groups currently face in having to finalise their
budgets before the Government's decisions on the reports are
known. We have concluded that, as from 1989, the timetable
for the reports should be brought forward so that decisions on
them can be made well before the beginning of the financial
year to which they relate. I should therefore be most
grateful if in 1989 and subsequent years your Review Body was
able to submit its reports on the pay of nurses, midwives and
health visitors, and of the professions allied to medicine in
time for decisions on them to be made and announced by the end
of January or, at the latest, by mid February. The Chief
Secretary will be making an announcement about this in the
course of the Commons Debate on the Public Expenditure White

Paper later today.

I recognise that this change in timing will require
revisions to the dates at which Government evidence is
presented to the Review Bodies, and places a greater premium
on the prompt delivery of that evidence. Officials will be in
touch with the Office of Manpower Economics to discuss the
details of the timetable for the submission of evidence and of
the reporting dates to which the Review Bodies will need to

work.



As far as this year is concerned there is of course no
question of any change to the timetable to which you are
already working. I am most grateful for the efforts you and
your colleagues are currently making to deliver the reports in
good time despite the complexity of the issues raised.

I am writing in similar terms to the Chairmen of the
other Review Bodies, and I am sending copies of this letter to
the Lord President, the Chancellor of the Exchequer, the
Secretaries of State for Wales, Employment, Scotland, Social
Services, and to Sir Robin Butler and the Director of the

Office of Manpower Economics.

Owus Juﬁcbdf§

e

Sir James Cleminson, M.C., D.L.
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'm%u_rmeut.tf »2afl From the Private Secretary 10 March 1988

Dea. Geutlnn,

FUTURE TIMETABLE FOR THE NURSES
PAY REVIEW BODY

ITME AL

The Prime Minister has now had the further
letter dated 8 March from Sir James Cleminson
(enclosed). Although he says members of
the Review Body will be able to change their
diaries to carry out their work earlier in
future, he raises some other potential problems
about the new timetable. I should be grateful
if, in conjunction with other departments,
you could look into these points and let
me have a draft reply for the Prime Minister
to send Sir James by Thursday 17 March.

I am copying this letter to Alex Allan
(HM Treasury), Nicholas Wilson (Department

of Employment), David Crawley (Scottish Office)
and Jon Shortridge (Welsh Office).

G
(LA

(PAUL GRAY)

Geoffrey Podger, Esq.,
Department of Health and Social security.
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OFFICE OF MANPOWER ECONOMICS

22 KINGSWAY
LONDON WC2B 6JY

Telephone 0I-405 5944

The Rt Hon Margaret Thatcher MP

Prime Minister

10 Downing Street

LONDON

SWI1A 2AA 8 March 1988

(Dtou ﬂ*w-:n. Nw\u‘k '

Thank you for your letter of 26 February about the future timetable for the
Pay Review Body.

I have now consulted my colleagues on the Review Body and also the Office of
Manpower Economics about the new arrangements. I am glad to say that, despite
some initial diary difficulties, all my colleagues who will be serving for the
next review are able to make themselves available for the earlier series of
meetings which will be necessary later this year. Subject therefore to the
evidence being submitted on time, I can confirm that we can meet the new
timetable.

I do however see some other problems for the next review. I feel certain
that, by the time we receive evidence from both Sides, it will be too early to
judge the effects of the new clinical grading structure, which is of such
importance in alleviating the recruitment and retention difficulties in
nursing and midwifery. It may also prove difficult for NHS management to
provide the necessary manpower and other information in time for us to prepare
our report next year.

I am also concerned that in future years the statistical information available
from Government sources at certain times in the year, notably the New Earnings
Survey, may not be available in time for us to take it into account under the
new timetable. In consequence, the information on which we base our
recommendations on pay could be significantly out of date by the time they
come into effect the following April. I very much hope therefore that it may
be possible for at least those directly concerned to rearrange their own
timetables for the collection and analysis of data so that our recommendations
can be based on up to date evidence.

I can assure you, however, that we will do the best we can.

7aum - AQV___ &”—;h.

SIR JAMES CLEMINSON
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MR WICKS i L s 1

Next Chairman of the Top Salaries Review Body

In my minute of 28 January, I recommended that the Prime

Minister should ask Sir Robin Ibbs to succeed Lord Plowden as

Chairman of the Top Salaries Review BodY (TSRB). The Chancellor
of the Exchequer subsequently expressed doubts about this, and
the Lord Chancellor, although he would have accepted Sir Robin

Ibbs, had also hoped that someone better could be found.

2. When the Prime Minister saw Lord plowden, she said that
while Sir Robin Ibbs was not ruled out, she would want to think
‘ further about the matter.

35 Since then, I have considered alternative names and have
had a dicsussion with the Chancellor of the Exchequer. I have
also sought the views of the Lord chancellor and the Secretary

of State for Defence.

4. The requirements for this post are difficult to satisfy in
one person. Ideally the person concerned should know Whitehall
and the political world without being of whitehall and the
political world. Experience of salary determination in industry
or commerce is a valuable asset. Experience on the TSRB is also

valuable.

5. It is common ground that Sir Robin ibbs is the only serious
candidate among current members of TSRB. In looking at other
names, therefore, one has to look for someone who has had a

‘ close acquaintance with Whitehall while also having experience
of the industrial or commercial world, and in particular has

experience in salary determination. It is, I think, desirable
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that the person concerned should not be a former civil servant,
although that need not be ruled out if their association with
Whitehall was some time ago and they have had outside experience
in the meantime: Lord Plowden is himself a former civil

servant.

6. Names I have considered (in alphabetical order) are

Sir Terry Beckett, Sir Kenneth Berrill, Sir Peter Carey, Sir Ron
Dearing, Sir Christopher Foster, Sir John Gardiner,

Sir Christopher Hogg, Lord Hunt of Tanworth and Sir David
Nickson.

e Of these, the Chancellor of the Exchequer and the Secretary
of State for Defence would favour Sir Peter Carey, if a former
Permanent Secretary is not ruled out in principle. He has been
away from Whitehall now for five years and was always a civil
servant with close associations with industry. The Lord
Chancellor is not enthusiastic about Sir Peter Carey, given that
he is a former Permanent Secretary, and would support Sir David
Nickson as a good chairman and experienced, polished and
successful businessman, albeit an unknown quantity in this
particular field. Sir David Nickson would also be the
Chancellor of the Exchequer's second choice and would be
acceptable to the Secretary of State for Defence: the Secretary
of State for Defence would put Sir Christopher Hogg ahead of

Sir David Nickson, but I think it unlikely that Sir Christopher
Hogg would take it on given the commitment of time which the
post would demand.

8. The Lord Chancellor has also asked whether it is really
impossible to find any other good candidates, but I have to say
that I have not been able to think of any other names which do
not fall foul of one objection or another. My present view is
that the choice lies between Sir Robin Ibbs, Sir Peter Carey and
Sir David Nickson.

2
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9:. The matter is urgent since, for reasons which are good both
from the Government's and his own point of view, Lord Plowden
does not want his retirement to come after the delivery of the
next TSRB Report. I think that he could be persuaded to stay on
for another year, and that may be desirable if the Prime
Minister had it in mind to appoint Sir Peter Carey or Sir David
Nickson who arévglready on the TSRB. But a further extension
would be askingﬁélot of Lord Plowden and, if the Prime Minister
thinks it right that he should now be allowed to lay down the

burden, a decision is needed on his successor before Easter.

10. If the Prime Minister does not rule out a former Permanent
Secretary, Sir Peter Carey might be the most acceptable
alternative to Sir Robin Ibbs with Sir David Nickson as the
second choice: I have not yet established whether either of
them would be willing to take it on. If either of these were
selected there would be a case for bringing him on the TSRB now
and inviting Lord Plowden to do one more year while he gained
experience. If neither of these commend themselves to the Prime
Minister, a meeting with the Chancellor of the Exchequer, the
Lord Chancellor and the Secretary of State for Defence (to whose
Private Secretaries I am copying this minute) might be the best
way of carrying the matter forward.

(Re 5.

ROBIN BUTLER

10 March 1988

3
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From-the Principal Private Secretary [J~ 7 \(\‘
SIR ROBIN BUTLER \/ ot l

NEXT CHAIRMAN OF THE TOP SALARIES REVIEW BOD

The Prime Minister has seen your minute

of 10 March about a successor to Lord Plowden
as Chairman of the Top Salaries Review

Body. She would like to discuss this

matter with the Ministers concerned and
yourself; we are arranging a meeting.

You should know that the Prime Minister
has wondered whether Lord Bridges might
be a candidate.

I am sending a copy of this minute to

the Private Secretaries to the Chancellor
of the Exchequer, the Lord Chancellor

and the Secretary of State for Defence.

N. L. WICKS

14 March 1988

APPOINTMENTS IN CONFIDENCE
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NURSES' PAY AND CLINICAL GRADING STRUETURE -’f/ 3

1. We have been discussing with DHSS the implementation and
costing of the Review Body award and the new clinical grading

structure.

Cost of the Award

2. When the Review Body makes its report it will provide an
estimate of the cost of the package. This figure will inevitably
be the amount that the Government is pressed to pledge it will
fund. Leaving aside the issue of fully funding the award, there
is the question of the reliability of the Review Body's cost
estimate. The Review Body's costing of the award is unlikely to
be completely accurate and a small margin of error either way
would not be problematic. But if their figure was seriously wrong,
using it as the basis for funding the award would cause trouble.
We would either be giving the Health Authorities much more money
than they required or significantly under-funding the award only
to find ourselves faced with urgent demands for extra resources

later in the year.

3. In costing the new clinical grading structure the Review Body
are relying on a survey of how 1300 nursing and midwifery posts
would be affected by the new structure. The survey was carried out
in 8 District Health Authorities with the posts surveyed being
chosen by the authorities themselves. It was not a random sample

nor an attempt to replicate the overall pattern of the nursing
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’bopulation throughout the country. The numbers in each grade (

nursing auxilliary, staff nurse etc ) are large enough to form a
statistically significant sample but when broken down by grade and
occupational group they are too small. We have asked the DHSS
urgently to review the reliability of the survey as a basis for
producing an acceptably accurate costing of the award. However, at
present we cannot say how much confidence we will be able to place

in the estimate produced by the Review Body.

4. The alternative to accepting the Review Body figure would be to
launch our own costing exercise when we have details of the award.
This would not preclude announcing a decision on acceptance of the
award and our willingness to fund it. However, this would be
tantamount to writing a blank cheque. In producing a costing we
would have to rely on information supplied by the health
authorities themselves. If we had given a commitment to full
funding, they would almost certainly be tempted to inflate their

estimates and we would not be able to identify the padding.

5. There is also the question of the political implications of
opting for any solution other than accepting the Review Body's
estimate. We would be grateful for your preliminary thoughts on

this aspect.

Preparations for Implementing the New Grading Structure

6. Implementation of the new clinical grading structure will be a
major task for health authorities. DHSS are threfore minded to
issue some advance guidance on the mechanics of carrying out the
re-grading, including such matters as appeals procedures. A
circular would go out to authorities in mid April - before the
Government had announced its decision on the award but after we
had received the Review Body's report. (If there was anything
seriously untoward in the report, 1issuing the circular would
obviously be re-considered.) When the Government had made its

decision on the award and the amount of funding being provided,




Health Authorities would then be informed of their individual

allocations.

7. We can see the arguments for issuing some advance guidance to
authorities, provided that it is confined to the mechanics of
implementation. However, we have told DHSS that Mr Newton must
clear what is being proposed with you (and the Territorial
Ministers). We would also want to scrutinise the terms of the

circular before it went out.

Vb N
D P GRIFFITHS ‘_.,( ﬂ
b
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From the Principal Private Secretary

SIR ROBIN BUTLER

NEXT CHAIRMAN OF THE TOP SALARIES REVIEW BODY

The Prime Minister had a discussion this afternoon with the
Chancellor of the Exchequer, the Lord Chancellor, the
Minister of State, Ministry of Defence (Mr. Ian Stewart) and
yourself abocut the next Chairman of the Top Salaries Review
Body (TSRB).

After some discussion, the Prime Minister said that it was
agreed that you should approach Sir David Nickson to see
whether he was willing to succeed Lord Plowden as Chairman of
the TSRB. If he was unwilling to serve, you should approach
Sir Peter Carey. The aim should be to announce Lord
Plowden's retirement and his successor's appointment before
Lord Plowden delivered his forthcoming report on top salaries
to the Prime Minister, though the actual date of the change
should not take place until later.

I am sending a copy of this minute to the Private Secretaries
to the Chancellor of the Exchequer, the Lord Chancellor and
the Minister of State, Ministry of Defence (Mr. Stewart).

IR

N. L. Wicks
23 March 1988

APPOINTMENTS - IN CONFIDENCE
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NURSES' PAY AND CLINICAL GRADING STRUCTURE

The Chancellor has seen Mr Griffiths' minute of 24 March. 1In his
view, 1if the review body are basing their cost estimates on
inadequate evidence, it is the Government's fault for not supplying
adequate evidence. 1In these circumstances, the Chancellor does not
see how he can do anything other than accept their estimate. Only
if they themselves provide a range estimate rather than a point

estimate could we have any judgement to exercise.

Mb\:ib\/\/.

MOIRA WALLACE
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Chairmanship of TSRB

As agreed at your meeting last week, I have sounded

Sir David Nickson about his taking up the Chairmanship of the

TSRB. At our first meeting, he was clearly interested in the

proposition but anxious about the demands it would make on

his time, especially in the first year when he takes up the

Chairmanship of the Scottish Development Agency and is also
still Chairman of Scottish and Newcastle. He asked if he
could discuss the matter with Lord Plowden, to which I agreed.

23 Sir David Nickson came back to me today. He said that
he would like to accept the Chairmanship but thought that
it would be better, both from the point of view of his own

commitments and for purposes of continuity of the TSRB work,

if he became a member of the Review Body this year and became

Chairman next year. To make this possible, Lord Plowden has

agreed to take the Chair for one more year.

e After consulting

you and the other Ministers concerned,

I have told Sir David Nickson and Lord Plowden that this

arrangement would be acceptable to you and your colleagues

and have passed on our

4. This removes the
It is not the practice
the TSRB whenever they
it would suit him best
that he is joining the

gratitude to both of them.

pressure for an early announcement.

to announce changes in membership of
happen, and Sir David Nickson said that
if the announcement were in July

Review Body, with a view to taking

over its Chairmanship next year. This would be acceptable

to Lord Plowden and, if you and your colleagues are content,

I will make arrangements accordingly.

1
CONFIDENTIAL
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5 I am copying this minute to the Chancellor of the

Exchequer, the Lord Chancellor and the Secretary of State

for Defence.

feen.

ROBIN BUTLER

29 March 1988

Z
CONFIDENTIAL



2

ec's
(&) e 002
() He Cf6r
2 ol H M Treasury
S Per .
Parliament Street London SWI1P 3AG
@) Pprs AMéxc ,
Switchboard 01-270 3000
Direct Dialling 01-270............... /2
( o
Sir Peter Middleton KCB o 3 NQ 0#
" Permanent Secretary i) 1 cos u: Y.

ﬂ‘ wu Al UV ii }rf
¥ ‘_"“]]{Y! /'_l‘ LN

awb-z 5 /N
NP actine) ovote ik s ki b i
P i Ao »6._.&,_..._ nuue::d»
mMM'ILcMMM—wam :

JE slove asr Aok hy—faats v, Th

Lonellt. Burnsto ton ¢ - . bor Ko TSRR
awd APRA Ldotc totaat. Thr -QS-)"L ALsflo

b 4 Wa&wz«mwsm;wfm.cz
ngmeLm o,

gmtater o T ey
e \“w/
el



i e gl

.ﬂ CONF N
(94 .) ONFIDENTIAL

Nusbloeeld +
Wte k.

Al

Sl  K.Bdfj—
S:r f.NdAhh\\
MU Wilkon

M., 6@7

G )
fﬁ( y
2

@

Main feature of the recommendations

Doctors and dentists

(1) General Practitioners 7.3%

(ii) Hospital and Community Doctors 8.1%

(iii) Part of medical defence subscriptions
to be allowed as reimburseable _expenses

(Cost of about £20m - equivalent to of

paybill - excluded as with other expeénses)

B. Nurses, midwives and health visitors

(1) Includes new clinical grading structure
covering 85% of staff. Estimated overall
cost 14.5%. But actual cost dependent on
assimilation of individual posts to new
pay scales. Wide variety of individual
increases. Most within a range of

4. 2% =0 33.6%. - Buty at extremes, some
could get up to 65.3% and a handful

could get small pay cuts of -1.9%.

Payment on account of 4.0% pending
assimilation. Nil cost.

{34 )

@
(iii) London supplements in inner, outer and
fringe zones. Existing boundaries used.
Expressed as percentages of basic pay
but subject to maxima. Estimated cost

about £40m or 0.9%.

(a) Unqualified:

Inner 5% (max £532)
Outer 5% (max £532)
Fringe 23% (max £266)

(b) OQualified:

Grades C and above in new

structure plus management grades

Inner 9% (max £958)
Outer 5% (max £532)
Fringe 21% (max £266)

C. Professions allied to medicine

(1) Increases range from 7.6% - 9.5%.

Estimated cost 8.1%.

London supplements in inner, outer and

fringe zones. Existing boundaries used.
Expressed as percentage of basic pay but
subject to maxima. Estimated cost 0.7%.

Inner - 5% (max .£532)
Outer 5% (max £532)
Fringe 23% (max £266)

Gian)

Estimated paybill for 88/89
Percentage

increase

Proposed
rates
(provisional
costing)

Current
rates

£ million £ million

[2594.5] [2798.4]

+4'%
27

‘;\»‘v

i

4364.3 5038.2 5%

W7
/Z ./’/!

4 4
4 Séo

423.0 460.3

+ 4 ?/?/;::

462
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Main feature of the recommendations

D.

B

Top Salaries

(e) Civil Service 5.4%

P

{iids) Military 5.4%
7.4% including some

e.g.

(iii) Judiciary

restructuring

- Group 7 (11.9%) move closer
to Group 6

- New Group 4a (23.7%) for the London

Official Referees

- New Group 8 (5.3%) for the
Immigration Adjudicators

Undertaking to look next year at ways
of developing performance pay arrange-
ments for civil servants; but no
recommendations this year.

(iv)

(v) Separate confidential recommendation
that Northern Ireland County Court
Judges should be paid Group 5 (rather

than Group 6) salaries. Cost not
included in above.

Armed Forces

(1) Increases for trained personnel taper

upwards from 4.0% for least skilled
Private 1IIs to 7.25% for Lt Colonels
and above.

Single rate of X factor for men, and
separate single rate for women,
retained. The concept of variable
rates not pursued. Rate for men
remains 10%.
from 7.3% «£o 910%,

{351)

New "long Service at Sea" bonus (with
abolition of separation allowance and
hard lying money) to be implemented
from 1 October.

(i34}

N.B. Excludes Reserves (5.1% on
£141.6m) and receipts from food and
accommodation charges (6.5% on
£24F.3m),

30,388

Rate for women increased

Estimated paybill for 88/89

Proposed
Lurrent rates Percentage
rates’ (provisional e N
costing)
£ million £ million
82.8 88.3 6.6
enec—T
3415.5 3637 .3 65
—
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From the Principal Private Secretary

SIR ROBIN BUTLER

CHATIRMANSHIP OF THE TSRB

The Prime Minister has seen your minute of 29 March in which
you report Sir David Nickson's willingness to become a member

of the Review Body this year and to become Chairman next year.

The Prime Minister is content that Sir David Nickson's membership
of the TSRB and his prospective Chairmanship should be announced
in July.

I am copying this minute to Alex Allan (H M Treasury), Paul
Stockton (Lord Chancellor's Office) and Brian Hawtin (Ministry

of Defence).

BF &
.
A Bl )

N. L. WICKS
31 March 1988

CONFIDENTIAL
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DEPARTMENT OF HEALTH AND SOCIAL SECURITY
Richmond House, 79 Whitehall, London SW1A 2NS
Telephone 01-210 3000

From the Secretary of State for Social Services

Rt Hon John Major MP

Chief Secretary to the Treasury
HM Treasury

Parliament Street

Whitehall

LONDON ;
SW1P 3AG // April 1988
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I am writing to follow up the discussions which our officials have
been having about the prospective financial situation and associated
implications for services facing health authorities in 1988-89. It
would be helpful if Tony Newton and I could have an early discussion
of this with you before all our attentions are distracted by the

arrival of the Review Body reports.

As you know Management Board members have now virtually completed a
most rigorous appraisal of health authorities' plans for“1988-89.
The results of that appraisal have been shared very fully with your
own officials as well as with Ministers here. I hope therefore we
can proceed with a reasonable degree of shared confidence as to the
facts. I would stress particularly that in our judgement the
appraisal we have received has minimised the dangers of being misled
by shroud-waving on the one hand or of complacency on the other.

The question arises what should we, as a Government, do now that we
have this appraisal. We have been experiencing a momentary lull in
pressure as public opinion appears to have come to terms with the

fact that we are not going to make any additional funds available in
advance of an announcement on Review Body funding. 3ut that
pressure has only been relieved for a few weeks until we announce
our decision on additional resources which is bound then to be
closely scrutinised. Indeed most observers and many of iour
Parliamentary colleagues now openly take the view that full funding
of Review Body awards is the minimum. But doing no more than that
is not in my view going to be politically defensible, given the
prospect of service reductions and further substantial
deteriorations in creditor balances and the maintenance of
hospitals, as will happen when authorities turn what are presently
for the most part provisional plans into definite decisions. We
should lose immediately whatever political credit we receive by our

decision on Review Body funding.
1
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My view is that the right course is to accept that an additional sum
needs to be made available in 1988-89 and future years to enable all
health authorities to balance their income and expenditure without
recourse to any of the expedients which are presently being

planned. I am aware that your officials have raised the possibility

of redistribution of resources between authorities, at the expense
of those which still have sufficient for some service development.

I agree that any additional resources would have to be targetted
where they were needed, but any decisions which could be represented
as taking resources away from a Region or District would create
wholly disproportionate political problems from those whose
expectations were being disappointed or whose financial prudence
could be seen to be working against their own interests.

We also have to reach a judgement about the level of additional
resources that would be seen as an appropriate response to the
widespread concern on this issue. We have succeeded to a
substantial extent in discrediting the wilder notions as to the
level of extra spending that may be needed, but in my view a sum of
£200 million is required. Once we commit ourselves to a figure we
shall need to be able to defend it convincingly for the rest of the
year; we are all persuaded of the undesirability of continual
drip-feeding. We shall be on stronger ground to defend a figure if
we are able to say that it has been determined in the light of a

thorough appraisal of authorities’ plans.

I have considered carefully how this fits in with our work on the
NHS review. If it were achievable it would be helpful for any extra
funds to be deployed in the context of review changes; there will be
a time when we have to look at the overall financial position as
part of our review proposals. But we have not reached that stage
yet, and I am clear that we cannot defer the immediate funding
issues until we have done so. This is another reason why, in
presenting any decision to make available more funds, it would be
best to explain that it arises from the further detailed appraisal
that the NHSMB have now made of the current financial position.

We must also have in mind the link with the Nurses Review Body
recommendations. There is obvious advantage in a single
announcement of additional resources for the health authorities of
which Review Body funding would be the major part. The link goes,
however, beyond this. The Review Body's report, particularly as
regards geographical pay and the costing of the new clinical grading
structure is of considerable importance to our ability to recruit
and retain staff in the coming year as well as in the longer tarm.
It is essential to tackle both elements in a single package.

At this stage I am not copying this letter to anyone. But at some
point before we engage colleagues generally we shall have to cover
the interests of the other Health Departments.

.1 ’ ’ T4 st

JOHN MOORE

4 g



-~

o

2097/6/PP

- —_— BERTL pp

FROM: J de BERKER
DATE: 12 April 1988

‘ el . It \A'tkméxhuso*uL ot e 1A Woue
exceedod. Waiv waiok 6LL<&,CL~kaQC~N1wNB

e P e

¥ Yo, 2o cc. Chancellor
Q&ga W Paymaster General
2+ i CHIRE SEGHEIARY % ek Sir Peter Middleton
et o . wnld Dame Anne Mueller
o S wo XA o  Mr Anson
Mr Phillips
ele?) o Ree oloer o ¢w Kelly
4 O ’X‘;* Q‘i’ Hmi: g:vsne;in
/ U\*s»lik*:fk e Mr Gilhooly
/ _ ~ {eafeusy Mr Burr
Y 4 : \‘t Mr Potter
: A s < Mr Fellgett
D/ ‘**(3 J&’f i Mr S Kelly
Mr

2 Cropper
e, /4

INTERIM ADVISORY COMMITTEE RECOMMENDATIONS

We have now received the IAC's report and recommendations on
teachers' pay in England and Wales. The report is lengthy so a
summary is attached.

25 The IAC's remit specified that their recommendations should
not cost more than an additional &£300 million in 1988/89 or in
later years. In the event, they have made recommendations costing
£332 million in 1988/89, and £343 million in a full year. The
recommendations have been made in two steps; the first divides
the £300 million in the remit into an across the board 1increase
in pay and allowances of Jjust under 4%% (cost £290 million) and
a T%% 1increase in London Weighting backdated to July 1987
(cost £10 million); the second step 1is to raise the incentive
allowances given for extra responsibilities and/or hard to fill
posts and to phase them in over two years rather than three (first
year cost £32 million, full year £43 million).




’ Mr Baker 1is planning to circulate a paper to be taken at
the meeting of E(EP) next Tuesday 19 April. We understand he will
propose that the IAC's recommendations should be accepted in full;
but that there should be no reopening of the RSG settlement. Local
Authorities will have to find the extra £32 million over and above
the £300 million specified in the remit. Although they will no
doubt protest, they should be able to do this.

by, We will be providing full briefing for E(EP), but we thought
you would prefer to have advance warning.

Assessment

5 In all, the IAC's recommendations will increase the Teachers'
pay Dbill in England and Wales by 4.7% in 1988/89, and 4.9% in a
full year. This is well below the general level of settlements
and the 6% settlement for Scottish Teachers.

o That the IAC has exceeded the limit in its remit is obviously
a matter for concern. But the general increase of 4% per cent
for teachers is broadly in line with the expected rate of inflation,
and the additional expenditure has been channelled towards incentive
allowances which aid managerial flexibility. These were originally
imposed by the Government, but the employers have subsequently
found them useful.

T The IAC do not favour regional pay as such, but they envisage
nationally determined basic rates enhanced by local additions as
necessary. They also consider that the proportion of discretionary
payments in the teachers pay bill should be increased further in
later years in the interests of managerial flexiblility.

8. The IAC's report 1is unanimous, which is a considerable
achievement on the part of the Chairman (Lord Chilver). The
Committee found its remit restrictive, and said so several times
in its report. If its recommendations are abated, the disagreements
which Lord Chilver managed to reconcile are likely to surface in
public. This would make it harder for Mr Baker to implement the
4%% increase for Teachers - it will undoubtedly be opposed by the
teachers' unions, although the DES do not expect serious disruption.



'.kording to them, the NUT leadership believe that disruptive action
will lose them more members and that in consequence they could
céase to be the largest teachers' union. The NAS/UWT are still
making aggresive noises, but are expected to confine themselves
to a gesture such as a one day strike.

9. Another consideration is that abating this year's
recommendations will make it much harder to use the IAC again next
year. There is no legislative provision in the next session for
a Teachers' Pay and Conditions Bill to get permanent arrangements
for negotiations for teachers pay into place in time for the 1989
settlement. If space does become available the Chancellor has
indicated - and Mr Baker agrees — that it would be better to use
it for a Bill on Student Support.

10 If the IAC is to be used again, we will need to take steps
to ensure that they do not overrun their remit for the second time.
The fact that the whole of the additional cost this year will have
to be borne by local authorities will be an advantage. It will
be a clear signal that the Central Government will not provide
more than 1t has specified, and 1local authorities will pay even
greater attention to affordability in their evidence than they
did this year.

i3 o Another point we will have to watch 1s that the IAC .does
not become a de facto review body for teachers. We will need to
keep pressure on the DES to ensure that Teachers' Negotiating Group
(TNG) - the replacement envisaged in the Green Paper - is set up
in time for the 1990 settlement. So far, Mr Baker has been unable
to conduct the consultations to which the Green Paper committed
him. You may wish to stress the importance of this at E(EP). The
fact that the IAC has exceeded its remit by £32 million this year
will be helpful here.

Timing

25 Subject to the decision at E(EP) on Tuesday, we expect Mr Baker
to propose that the IAC report should be published later in the
week and sent to interested parties with a covering letter inviting
their comments within three weeks, and holding out the possibility

_3_



X aakitba .LL‘«\M, R~ %M\”kj tandiliony W YA g

. meetings. Following these meetings, there will robably need
to be a further round of consultations on the document on Teachers
Pay and Conditions. The DES hope that the first round of meetings
will be concluded by the end of May and the second by mid-June.
This should allow employers sufficient time to get the money into
teachers' pay packets in time for the Summer holidays at the end
of July.

LR There is an 1issue about the precise date of publication of
the IAC report, because it will come out about the same time as
the review body reports. The DES want to publish before the review
body reports. They are unwilling to publish after the reports,
because they fear that would raise teachers' expectations, and
feel it would be inappropriate to publish on the same day because
some of the status of a review body might rub off on the IAC.

Line to Take

a5, Our advice is that we should accept the IAC recommendations
on the condition that this year's RSG settlement, and the rate
limits which have already been promulgated, are not reopened. You
will also want to insist that steps are taken to ensure that the
IAC does not exceed its remit again next year, and that the Green
Paper consultations are put in hand so that the introduction of
the TNG is not delayed.

S5, HE and LG are content.

?o\fua,@/_

JONATHAN DE BERKER
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SUMMARY OF THE INTERIM ADVISORY COMMITTEE REPORT

The report itself consists of an introduction, seven chapters,
and some appendices. As might be expected, the introduction puts
a general gloss on the report and its recommendations. Apart from
the recommendations themselves, the most noteworthy points are
the comments on teachers' low morale - attributed in part to non-

pay issues, and what 1is said about the restrictive nature of the
£300 million remit.

2= Chapter 1 sets out the remit, and provides the Dbackground
on teachers' current pay and conditions. Chapter 2 summarises
the evidence submitted to the IAC. On salaries, the Professional
Association of Teachers asked for an increase in 1line with the
cost of 1living but the other unions asked for increases ranging
between 16 and 21 per cent on grounds of comparability, job weight,
and the need to restore the 1975 (post—-Houghton) position in the
earnings 1league. The employers were primarily concerned with
affordability, arguing that they could not fund an increase beyond
the £300 million already provided for. Affordability aside, they
were also concerned with the repercussions a large pay settlement
might have for negotiations with other local authority groups.
They recognised the existence of local recruitment and retention
difficulties but saw no need for a substantial general increase.

3 Chapter 3 considers the evidence on recruitment, retention,
motivation and quality. The Committee found its task made harder
by a general lack of management information which they seem to
have regarded as a symptom of the poor management undermining
teachers morale, although not their commitment to the pupils. The
IAC judged that retention was adequate, and so was recruitment -
although there were signs that this is becoming more difficult.
On quality, the IAC noted with concern that although the proportion
of graduate teachers has never been higher, the proportion of
university graduates within that total has fallen.
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, Chapter 4 gives the IAC's rationale for its recommendations
on salaries and allowances. They have not sought to change
differentials on a large scale because the current salary structure
is still very new and needs time to settle down. They reject
increases 1in Dbasic salaries of 1less than the expected rate of
inflation on the grounds that this would be detrimental to teachers
morale and would be "counter productive". But they recognise that
it is not always possible for a particular group to be shielded
from inflation. More helpfully, as an implicit Jjustification for
not recommending more, they point out that 72 per cent of mainscale
teachers (276,000) will be getting increments this year. This
is unusually high, and will be lower in future. It is a by-product
of the introduction of the new pay structure. In the previous
structure the majority of teachers were on the top of their scales.

5 The IAC also recommend a substantial increase in 1incentive
allowances because, among other things, currently they only amount
to 4 per cent of the pay bill. They consider that a higher
proportion of a pay bill needs to be channelled over time towards
discretionary payments 1if management 1is to get the flexibility
it needs.

6. Chaptér 5 deals with other pay 1issues. On regional pay,
after some waivering, they come down in favour of nationally
determined basic rates enhanced by 1local additions as necessary.
On London Weighting, they consider the existing allowance is
unsatisfactory and needs to be reviewed. But meanwhile, it should
be increased by 7% per cent - which is what they perceive as the
going rate and will not give rise to undesirable repercussions
for 1local authorities. Finally, they recommend that the Social
Priority Allowance should be abolished.

s Chapter 6 deals with conditions of service and management,
including midday supervision, cover for absent teachers, and the
general lack of timely statistical information. Chapter 7 1lists

the IAC's recommendations.
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10 Downing Street . x

London SW1
14 April 1988

REVIEW BODY ON TOP SALARIES

I have written to you today to submit our Eleventh Report on Top Salaries. There
is a matter which I would like to raise with you concerning the County Court
Judges in Northern Ireland. I am writing to you separately about this sensitive
issue as any public reference to it in our report could be damanging.

During the course of our review we again received representations from the County
Court Judges that they should be raised from Group 6 to Group 5 of the judicial
salary structure. These were made in view of the nature of the work which they
were called upon to undertake and a history of recruitment difficulties. We

were impressed by their case, which was discussed with them, and with the Head

of the Northern Ireland Judiciary, during a visit to Belfast, and came to the
view that they deserved some form of financial recognition, for so long as they
were required to do significantly different work from that of their counterparts
elsewhere in the United Kingdom.

We were particularly influenced by the need for them to try scheduled offences
and to hear criminal injuries compensation appeals. We took account of the

way in which they were affected by the security situation; and we believed that

a higher salary, with the higher status implied thereby, would assist recruitment.

The possibility of a recommendation relating to the work involved was canvassed
with the Lord Chancellor. He saw some merit in it; and I understand that he
accepted that it was probably the best way of providing this deserving group
with financial recognition.

We therefore wish to recommend that whilst the County Court Judges in Northern
Ireland (normally 13 in post) should formally remain in Group 6 of the salary
structure, they should be paid Group 5 salaries for so long as they are required
to do significantly different work from that of their counterparts elsewhere

in the United Kingdom. We estimate that the additional cost, over and above
that arising from the general increase recommended in our main report, would

be about £107,900 per annum and add 0.2 per cent to the judicial paybill.

I am copying this letter to Sir Robin Butler.
o
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Review Body Reports

The five review bodies have now reported. They have recommended

the following increases from 1 April 1988:

Review Body Average Range of UK Public
increase increase expenditure
cost (1)
3 % £m

Top Salaries (TSRB)

Civil Service 544 5e2=5.5 145
Senior Armed Forces 544 5.2=5.5 0% 5
Judiciary Tad (29553 =1179 325
Armed Forces (AFPRB) 6.4 2.5-7.3 282
Doctors & dentists 79 7.3-8.1 3118
(DDRB)
Clinical Academics
(consequence of DDRB) 8.1 8.1 4
Professions allied
to medicine (PAM) 8.8 7.6-9.5 45
Nurses & midwives (3)
(NRB) 15.4 4.2-33.6 803

Examples of the increases within each group are given in the

Annexes.

(1) The figures for public expenditure cost differ from those in
the review bodies' reports. The review bodies' figures do not
include some costs which count as public expenditure.

(2) The TSRB's recommendations for the judiciary provide for
increases of about 5.4 per cent for most members of the judiciary.
The higher increases shown above reflect structural recommenda-
tions for certain groups. In half a dozen cases the increase will
be 23.7 per cent,

(3) Most nurses and midwives would fall within this range. At
extremes the Review Body suggest that some staff could get up to
65.3 per cent and a handful could get a small pay cut of -1.9 per
cent.



2. The Government is committed to dealing with the reports
quickly. The Prime Minister has reminded Parliament that last
year the reports of the review bodies came in between 1 and 14
April and decisions were announced on 23 April; and has said that
she hopes that the Government will be equally expeditious this
year (Hansard 23 February col 144). The Chief Secretary,
Treasury, has told Parliament that the Government hopes to be in a
position to announce firm decisions no later than the end of April

(Hansard 24 February col 313).

3. Ministers will first wish to consider whether to accept the
recommendations in full. The Government has said that it will
accept review body recommendations unless there are clear and
compelling reasons for not doing so. The Review Bodies themselves
say they have taken account of general economic circumstances as
well as outside pay movements and problems of recruitment and

retention.

4. 1In deciding whether to accept the recommendations in full

Ministers will want to consider:

s the comparison with and possible effect on pay movements

in the economy;

ii. the cost and financing of the recommendations.

Pay and price movements elsewhere

5. The Review Bodies' recommendations compare with:

- an average level of settlements for the whole economy so
far (covering a quarter of employees) of about 7.75 per cent
(dominated by the local authority manuals' settlement of 10.7

per cent). In the private sector it is 5.5 per cent;



- a year-on-year increase in underlying average earnings for
the whole economy of 8.5 per cent in January;

- a year-on-year increase in the RPI of 3.5 and in the TPI of

1.5%1in: Marchs

6. In the case of the TSRB report Ministers may also wish to take
account of developments in pay for the rest of the Civil Service
this year. There is no single figure being applied across the
Service for 1988-89: the range is between 4 per cent and 6.5 per
cent. But the common feature of all negotiations, apart from the
support grades, is that the increase on 1 April 1988 on offer or
agreed is 4 per cent on existing rates. 1In particular the two
major groups which have yet to settle, the NUCPS executive grades
and the CPSA clerical and other grades, have been offered 4 per
cent (or for the latter £5 a week if that is greater). Moreover,
the provisional agreement for grades 5 to 7, which is worth 5.75
per cent in 1988-89, provides for 4 per cent from 1 April with the
balance from 1 October 1988. This deal is currently with union
members for ballot/consultation.

Cost of recommendations

7. The costs of the recommendations are shown above. The most
expensive recommendations are for the NHS groups which would give
a total cost of £1166m for all groups taken together. In the case
of the nurses, the Review Body's recommendations include proposals
for a new clinical grading structure covering 85 per cent of
staff. The Review Body has estimated the cost of its recommenda-
tions on assumptions about assimilation to this new structure
provided by the Health Departments. The actual cost will depend
on what decisions the Health Authorities take in practice about
the assimilation of some half-million individual posts. But the
DHSS accept that the Review Body's costings, increased for ERNIC,
superannuation payments and Northern Ireland, should be taken as

sound.



Financing

8. There should be no difficulty in financing the TSRB increases

within existing provision.

9. The Ministry of Defence have confirmed that the AFPRB award is

affordable within the provision made in the Estimates for 1988-89.

10. The biggest requirement for financing arises on the NHS
groups. The total cost of the recommendations in excess of
existing provision is about £749m, of which about £92m arises in
Scotland, £38m in Wales, and £23m in Northern Ireland with the
remainder in England. £66m of the excess arises on the Family
Practitioner Services which are not cash limited. The remainder
falls on the Hospital and Community Health Services which are cash
limited: £[ ]m on Health Authority allocations and £[ Im on

other services.

11. The Treasury consider that the extra cost for the NHS groups
could be found in one of two ways: up to £75m in England could be
found from savings within the HCHS and the rest from the Reserve
(with corresponding arrangements in Scotland, Wales and Northern
Ireland); or all of it could be found from within the Reserve.
The DHSS view is that the whole sum should be met from the

Reserve.

The options

12. In principle, an option for each group would be to abate the
recommendations. This would be tantamount to rejection. TSRB
apart it has been done only once (for DDRB), and the abatement was
then restored two years later. It is the least acceptable method,
not only to the professions but to the Review Bodies themselves,
who in recent years have set considerable store by the fact that
each year's recommendations have been in full payment by the date
of the following report. This does not however rule out staging,
the usual method of reducing the cost of Review Body awards.
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13. For the nurses, Ministers may
year would be to accept the review body recommendations in full
and to find the extra cost of £566m from the Reserve. Most of the
cost results from the introduftion later in the year of the new

gréding structure with the higher rates backdated to 1 April. 1In
principle, savings of £49m could for every month taken off

the backdating; so that if payment of rates under e new

structure were made only when the structure was introduged in
November, instead of being backdated to April, savings of some
£343m could be made. But the Review Body says that it was told

that the rates of pay would be backdated to April 1988.

14. The award for the doctors and dentists if met in full, and

financed from the Reserve, would cost the Reserve £161 after
allowing for existing provision. Alternatively it could be staged
by paying for example 4% from 1 April and the remainder from 1
October. This would reduce the extra cost to £101m (the saving
from each month's delay would be £9m). Another possibility would
be to distinguish between different types of doctor. For example
if the staging were applied to general medical and dental
practitioners, but not to hospital or community doctors and
dentists, the saving would fall to £4m a month. The Review Body
has however recommended rather lower increases for general practi-
tioners (7.3%) than for hospital and community staff (8.1%) More
generally, the DHSS say that the doctors and dentists would react
strongly against worse treatment than the nurses (affordability
would be a difficult argument to use with the BMA if large sums
were being found for the nurses); and that staging the doctors
and dentists could seriously prejudice the Government's chances of
receiving the co-operation of the medical profession on a range of

important current issues.

15. The award for the professions allied to medicine would cost

£45m which is £22m above existing provision. If the award were
staged, with 4 per cent paid on 1 April and the balance paid on 1
October, the saving would be £12m.



16. The award for the armed forces would cost £232m and could be

financed from within 1988-89 Estimates. If that too were staged,
so that 4% were paid from 1 April and the remainder from 1

October, the saving would be £40m.

17. Another main issue is whether there should be some staging of
the TSRB award. Such staging could take the form of 4% from 1
April and the remainder from 1 October, and could be presented as
consistent with the handling of pay for other grades in the Civil
Service (paragraph 6 above). There would be no administrative
difficulty about extending such staging to the judiciary. If
applied to all TSRB groups, this would reduce the extra cost by

under £1m.
18. The above paragraphs summarise the main options which
Ministers may wish to consider. A summary of the possibilities is

set out for convenience in Annex D.

Justification for staging

19. If Ministers decide to stage some or all of the awards, they
will want to consider the public justification for doing so. If
they applied the same treatment to all Review Body Groups,
including the nurses, it could be on the ground of reducing the
very substantial cost and of indicating the Government's view on
the desirable level of pay settlements more generally. But the
cost aryument could not be used so easily if the nurses were
excluded from staging, since their award is by far the most
expensive. The AFPRB award is also expensive, but it can be
financed from within éxisting provision. Staging of the DDRB and
TSRB awards alone could be justified on the ground that these
groups are the highest paidzgnd have enjoyed substantial tax

- reductions as a result of the Budget;j even though the chairman of

the TSRB in his covering letter says that the TSRB has taken the

. general changes in tax rates fully into accouné?) Staging of the

TSRB award only could also be justified on the additional ground
that the first instalment of 4% is equal to the basic offer made



/
to other Civil Service grades.’/filis true that even if the
eventual settlement is based,éh this 4% offer the total increase
in Civil Service pay betweeﬁ 1987-88 and 1988-89, taking account
of the new pay agreements'and delayed payments from earlier
settlements, will beJG%K(not a public figure); and that the TSRB
award is the lowest oﬁﬁéhe five. On the other hand it is most
important not to prejudice negotiations with the other Civil

Service 5rades(1)

Northern Ireland Judiciary

20. In a confidential side letter the chairman of the TSRB records
the Review Body's recommendation that whilst the County Court
judges in Northern Ireland should formally remain in Group 6 of
the salary structure, they should be paid Grade 5 salaries for so
long as they are required to do significantly different work from
that of their counterparts elsewhere in the United Kingdom. They
estimate that the additional cost would be about £108,000 and add
0.2 per cent to the judicial paybill.

21. The recommendation is in particular intended to reflect the
nature of the work which these judges carry out, including the
need to try scheduled offences and to hear criminal injuries
compensation appeals. The Review Body believe that a higher
salary, with the higher status implied therehy, would assist
recruitment. Ministers will have to judge whether, presented in
this way, the awards would avoid repercussive implications in

Northern Ireland.

(1) Because last year's TSRB award was phased, the year-on-year
increase would be 0.275 per cent greater than the Review Body's
recommendations if the latter were implemented in full from 1
April. Taking discretionary increments into account as well, the
year-on-year increase for Grades 2 and 3 would be 0.55 per cent
greater, bringing the total increase for these grades up to around
6 per cent.



Pensions

22. In accordance with current practice, pensions should follow
salary rates in payment and not any notional salaries. If the
Government decides to defer or stage any review body awards,
members of the review body group in question who retired during
the period affected would suffer a permanent loss of pension. 1In
the case of the Armed Forces Pension Scheme, deferment or staging
may in some cases increase the likelihood that the pensions of
persons who retire in the period affected will be overtaken by
those of persons who retired in the previous year.

Review of MPs' pensions etc.

23. The TSRB has submitted to the Lord President a separate report
on MPs' pensions and related matters. Ministers will wish to
consider whether this should be published at the same time as the

Review Body reports.

Teachers' Pay

24. The Secretary of State for Education has circulated to E(EP)
the report of the Interim Advisory Committee on School Teachers'
Pay and Conditions (E(EP)(88) 8). The Committee recommends
increases totalling 4.7 per cent: 4.3 per cent on basic pay and
the balance on incentive payments. The Secretary of State
proposes to enter statutory consultations on the basis that the
Government does not intend to revise the recommendation. He
envisages publication of the report on 21 April, or earlier if

possible.

Timetable and next steps

25. Government decisions on review bodies' awards have generally
been announced by way of a written reply. The same method seems
appropriate this time. Ministers may wish to agree that the

announcement should take place on 21 April. DHSS attach impor-

o ﬁ'ﬂt~i,(, : : COA w2 / CV\(Z:Y ;% E :>
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out that although 4 per cent will be paid immediately the balance
(with backdating) will await implementation of the new grading
structure and some nurses will only get small further amounts
then.

26. There is no Parliamentary process, except that an order is
necessary to maintain the differential between the Lord Chan-
cellor's salary and the Lord Chief Justice's in accordance with
declared Government policy. Under the Ministerial and Other
Salaries Act 1975 this requires an Affirmative Resolution in both
Houses and has in the past created the opportunity for the debate
on the whole TSRB Report. The Order cannot be retrospective.
There is a case for amending the 1975 Act to exclude the Lord
Chancellor's salary from the need for an Order, but legislation

would be needed.

‘ Conclusions

27. Ministers are invited to decide:

i. whether to agree the review bodies' recommendations for

// each of the Groups in question;

ii. whether the extra cost of £749m falling on the NHS should

o be met in full from the Reserve;

iii. if they conclude that the cost of £749m is excessive,
whether to reduce it by omitting backdating for the nurses
< ) (paragraph 13) and/or the staging options for doctors and

0ﬁ dentists in paragraph 14 and PAMs in parayraph 15;

iv. whether there should be staging in the AFPRB payments;

' v. whether to stage the TSRB increase, for example by paying
\3&” 4 per cent from 1 April and the remainder from 1 October;



vi. whether to publish the Review Bodies' reports all

together on 21 April;

vii. whether to publish the TSRB report on MPs' pensions at

the same time, without Government recommendations, either as

part of the general announcement or separately, or whether to
defer it until a later date when it might be part of a

Parliamentary package.
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ANNEX A

TSRB Report

Typical increases

Present Recommended Increase
pay pay, from %
1 Apxil 1987
= £
Head of the Civil Service 81.000 85,1250 552
Permanent Secretary)
Admiral ) 65,000 68,500 Bl
General )
Air Chief Marshal )
Under Secretary )
after 2 years' )
service )
Rear Admiral ) 37,000 39,000 bk
Major General )
Air Vice Marshal)
Lord Chief Justice 81,000 85,250
High Court Judges 65,000 68,500

Circuit Judges 43,500 45,800 53



Brigadier

Lieut. Colonel
on maximum.

Captain
on maximum

Staff Sergeant,
Band 4

Corporal I,
Band 2
Private 1V,
Band 1

CONFIDENTIAL

ANNEX B

AFRB Report

Typical increases

Present pay Recommended
pay, from
1 April 1988

£ £
34,089 36,555
27,271 29,247
16,272 17,418
11,108 11,830
10,493 11,195
5,512 5,705

Increase
%

30

The same rates apply to equivalent ranks in the other Services.

The figures for Staff Sergeants, Corporals and Privates are for

men committed to 6 years' but less than 9 years' service.



Hospital Staff

Consultant,

on maximum

Registrar,

on maximum

House Officer,

on maximum

General practitioners

Doctors

Dentists

CONFIDENTIAL

DDRB Report

ANNEX C

Typical increases

Present pay

32,840

3,110

9,930

(average net income)

26,840
23,220

Recommended

pay from

1 April 1988

£

35,500

16,330

10,740

28,800
24,920

Increase
%



CONFIDENTIAL ANNEX D
SAVINGS FROM VARIOUS STAGINGS
£ millions
Average % Cost of Savings by Saving if 4% from
increase implementing deferring to 1 April, balance
in tull to 1 June 1 July 1 October
A. NHS
(a) -HCHS
Doctors and
Dentists 8.1 168 24 18 36
Nurses 15.4 803 134 147 294
PAMs 8.8 45 8 6 12
s/t HCHS 1016 166 171 42
(b) FPS 123 150 16 12 24
B. AFRPR 6.4 213 355 20 40
C. TSRB
Civil Service 5l 145)
Military 54 0,5) 1 1/2 1
Judiciary T8 3.5
TOTAL

Notes: If where some members of a group get less than 4% in the Review Body
recommendation, the savings would be reduced.
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OFFICB OF MANPOWER ECONOMICS

22 KINGSWAY
LONDON WC2B6JY

Telephone 01-405 5944

The Rt Hon Margaret Thatcher MP 5
Prime Minister ’

10 Downing Street

London SW1

14 April 1988
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REVIEW BODY ON TOP SALARIES

7

I enclose our Eleventh Report on Top Salaries.

When you consider our recommendations there is one point of which I should like
you to be aware. At paragraph 88 of our Report we refer to the tax changes
announced by the Chancellor of the Exchequer in the 1988 Budget as they effect
the value of company cars to individuals. In reaching our judgment about pay
levels we also took the general changes in tax rates fully into account, but

we did not believe it was appropriate to refer to this in the Report.
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You will recall that, in my letter of 24 July 1987 to Lord Plowden, I invited the Top o
Q

B e S

Salaries Review Body to undertake a review of the Parliamentary pension scheme, the

pensions of certain office holders (the Prime Minister, the Speaker and Lord Chancellor) and

Ministerial severance pay.

I have now received the Report, of which I attach a copy. The recommendations (para 57)
are much as expected. On the Parliamentary scheme, no changes are recommended apart
from some revised early retirement arrangements, and a death in service gratuity set at
two years' salary. On the pension arrangements for the three office holders, the

recommendations are more substantial. The TSRB propose:
1. entitlement to pensions fixed at half the final salary;

< holders of the office of Prime Minister and Speaker to be allowed to participate

in the Parliamentary scheme (but not retrospectively); and

3. the uncapping of the restrictions on pensions increase for office holders (past as

well as current and future).

The consequences of the recommendations for the three office holders would be that the
entitlement of the 'current and future' Prime Ministers would rise by 33.1/3% and of the
Lord Chancellor by 17.5%.

The Prime Ministers and Speakers would be able to maintain contributions to the
Parliamentary scheme and presumably then receive an additional pension relating to their
Parliamentary salaries rather than the return of past contributions which they now receive.
All three office holders would have their pensions revalued in line with the RPI, not as now
capped by movements in their successors' salary entitlements (if these are lower). All these
elements, especially the 33.1/3 raise for the Prime Minister, would cause complications for

the presentation of the other Review Body reports.

CONFZZRTIAL
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On Ministerial severance pay, it is recommended, among other more minor changes, that
Ministers in the Commons should be eligible for a payment equivalent to the net loss ot

three months' Parliamentary income. At present only Ministers and other office holders in

the Lords are eligible' for severance pay.

We are not required to make an immediate published response to these proposals, because
the recommendations have a Parliamentary dimension which creates the expectation that
those affected will be consulted before final decisions are taken. I shall, therefore, be
consulting the Trustees of the Parliamentary pension scheme on the recommendations on the
scheme itself and the arrangements for the office holders. (The Trustees are holding a

meeting at the end of this month, and they may be looking then for some early indication

of the Government's thinking.)

There is a technical point concerning the office holders, of which you will wish to be
particularly aware. Because their pension arrangements, which are contained in Part II of
the 1972 Act, were not covered by the Parliamentary and Other Pensions Act 1987, any
changes along the lines recommended by the TSRB would require primary legislation. This
would be in the form of a Parliamentary Pensions Bill. In spite of the Parliamentary
dimension in the recommendations for office holders, it will be for the Government to

decide whether they should be accepted and included in suitable legislation in due course.

The question of Ministerial severance pay in the Commons is clearly one for Government
decision. I recommend that we accept in principle the TSRB recommendation. This will

require a resolution of the House in due course.

Our most immediate concerﬁ now must be handling and publication. I would propose to
publish the Report with a Parliamentary answer making it clear that the Government will
be consulting the Trustees of the Parliamentary pensions scheme. I attach a draft answer
which might be made. On timing, I understand that it is intended to publish the TSRB
Report on Top Salaries and other pay review reports on 21 April. One possible course would
be to publish the Parliamentary pensions report at the same time, but before deciding
whether to issue it then you will wish to take very careful stock of the overall position on
all the Review Body reports. As an alternative, we could leave publishing the Parliamentary
pensions report until I am in a position also to make an announcement about increased

financial assistance to Opposition parties: 1 would expect this to be some time around the

middle of next month.



. When the Report is published, I propose to send copies under cover of a letter to the
Speaker and Lord Chancellor (because of the reference to the pension arrangements
associated with their offices), to the Opposition spokesmen and to Alf Morris, as Chairman

of the Trustees of the Parliamentary Pension Fund.

Copies of this minute go to Nigel Lawson, John Belstead, David Waddington, Peter Brooke

and to Sir Robin Butler.

Gl s Skl

and Sgrad v s absince)

15 April 1988




|

i
B
"7
g

| @
Ler
4 s
f
o g |

i

To ask the Lord President when the TSRB Report on Parliamentary pensions is

to be published.

In my written answer of 24 July (Col 502) I explained that I had invited the
TSRB to review aspects of the Parliamentary pensions scheme, the pensions of
the Prime Minister, the Speaker and the Lord Chancellor, and Ministerial
severance pay. The report was published on and a copy has been

placed in the Library of the House.

We will be consulting the Trustees of the Parliamentary pension scheme on the
recommendations on the scheme itself and the arrangements for the office
holders. On Ministerial severance pay, we accept in principle the recommend-
ation that Ministers in the House of Commons, as well as those in the House of
Lords, should be ‘eligible for a payment equivalent to the net loss of three

months'Q’arliamentary income.
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1 b I attach below the near-final draft of the Cabine Office
paper for the Prime Minister's box tonight. You are to discuss

'ﬂ*’C:STJE with her on Tuesday. The Review Body reports are summarised
¥ ‘on the first page of the paper. It is quite possible that the

cost figures given there will shift slightly, but not enough

to affect the overall picture.. There will be a further meeting

‘ on Wednesday with colleagues most directly concerned. ILE,das
intended, the announcement is made by written answer on Thursday

afternoon, 21 April, Cabinet agreement will be sought on Thursday

morning.

General

2. There are two complicating factors this year.

3. First, the report of the Interim Advisory Committee on

teachers' pay. Background on this is set out in Mr de Berker's
\ submission of 12 April. Mr Baker is keen to accept the

recommendations, and to have this published before the Review
Body announcement is made. The Chief Secretary is content. His
paper recommending this was to be discussed at E(EP) on Tuesday,

but may now be cleared in correspondence.

' 4. Second, there is the TSRB report on parliamentary pensions.
This is summarised in Mr Sheridan's note of yesterday to the
t/ Lord President. There are two controversial aspects to

the proposals here:
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(a) the recommendation (as sought) that Ministers losing
office on resignation should receive salary for a further

3 months;

(b) the changes in the pension rules proposed for the
Prime Minister, the Lord Chancellor and the Speaker,

which would be worth a substantial amount to all three.

5. Unlike the review body reports, the IAC and Parliamentay
reports will not have decisions announced at the same time as
they are published. The first (by the requirements of the Teachers
Pay and Remuneration Act 1986), the second (by custom and practice)
would be published for consultation, to be put into effect in
due course. (The teachers by order subject to negative resolution;

the Parliamentary pensions by Resolution of the House.)

6. The final complication is the Lord Chancellor's Salary Order
(which caused such difficulty in 1985). The Lord Chancellor's
salary (to which the pensions of past Lord Chancellors and their
widows are linked) cannot be increased save by resolution. For
constitutional reasons, to which the Lord Chancellor's Department
continue to attach importance, the practice has been to keep
a lead (currently £2000) for the Lord Chancellor over the Lord
Chief Justice. A 2% per cent increase in the Lord Chief Justice's
pay would eliminate the lead. Under the primary legislation,
the salary cannot be increased retrospectively; but putting the
order into effect provides the opportunity (available otherwise
only by the use of an Opposition day) for a debate on the TSRB
and (in practice) the other Review Body reports. We are pursuing
with the Lord Chancellor's Department whether the 1legislation

could be amended to make the resolution unnecessary.

The Issues

T Against this background, the principal decisions needed are

on:

a. whether or not the recommendations of the reports should
be accepted in full or should be staged or abated. The
relevant factors here are cost; and repercussions on

other pay negotiations.
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b. whether all seven reports (the five review body reports
plus the 1AC and the Parliamentary report) should be

published simultaneously.

c. the need to re-examine the Review Body arrangements

especially for the NHS.

Cost

82 The AFPRB is relatively straightforward. The  caost. of. 645
per cent coincides with the provision for pay in the 1988-89
Defence Estimates and in comparison with the other Review Body
awards 6.5 per is relatively modest. As regards the later years,
the 1987 PES settlement went a considerable way to conceding
provision for the excess of this pay settlement over the GDP
deflator 1inl989-90 and 1990-91 - but not the whole way. MOD's
own internal forward costings provide for it, but, for the Defence
Budget as a whole are in excess of the PES baseline. f ethis

is raised, you should say "we can look at this in PES."

9. The TSRB is also straightforward: no significant cost for
any of the three groups. [There is an outside chance that the
Lord Chancellor will say he needs help with the cost of the
increases for the judiciary; but if he does he should be asked

to absorb the costs.]

10% NHS groups. This is complicated and expensive. The key

points are as follows.

11% Only the HCHS is cash limited. Increases over and above
provision in the FPS have to be met automatically from the Reserve
(in England: in the territories theoretically the excess might
have to be found within the blocks).

L2 The provision in the NHS programme is for pay increases
of roughly the GDP deflator (4-4%%), ie. £417m in the UK.
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13, Under the agreement reached with Mr Moore in 1last year's
PES half of the cost improvement programme savings, ie. around
£75m in England, is earmarked for pay in the HCHS on top of the
GDP deflator. This, plus corresponding amounts in the territories,
could be added to the above £417m before raiding the Reserve.
But it is 1likely that all or virtually all of that £75m will
be needed for the non-Review Body pay awards later in the year,
and Ministers may therefore prefer to agree to "full funding"
for the Review Body awards, ie. not to require any of the cost
improvement programme money to be used. (A distinction could
be drawn between the nurses, where the pressure for full funding
is greatest, and the doctors. But it would be difficult to present
such a distinction, given that the two awards are to be announced

simultaneously.)

l4. Against the earmarked resources of £417m, there is the cost
of the recommendations, ie. an additional £740m using Review
Body cost estimates (grossed up to include costs they omitted
and to include Northern Ireland). Despite the strictures in
the Review Body reports about the defects in DHSS data, these
cost estimates (as shown in the Cabinet Office paper) can be
accepted as accurate enough for the doctors and PAMs. Butiithat
is not the case for the data for nurses. About two-thirds of
the costs of the recommendations are for assimilating the nurses
to the new clinical grading structure. The estimate is derived
from a DHSS sample which has a margin of error put by DHSS

themselves at (effectively)plus or minus £30 million.

L5 Despite what the Chief Secretary said in his 1letter of
21 January, DHSS seem to have taken no steps to exert control
over the costs of assimilation, by making sure that the
Health Authorities do not overgrade nurses when they switch them
to the new structure. Mr Moore may argue that the NHS should

be given a blank cheque, that the Prime Minister's statement

should say "We will meet whatever the costs are". It is essential
that this is not done. Better - despite the doubts about the
costings which the NPRB has provided - to accept their figure

so that a cash limit constrains the health authorities than to

leave this open-ended.
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16. On that basis, if the recommendations are accepted in full,
the financing gap to be met from the Reserve is £750m. The total

cost of the recommendations is made up as follows.

HCHS £'m

Nurses (at 15.4 per cent) 566

Doctors and Dentists (at 8.1 per cent) 95

PAMs (at 8.8 per cent) 22
sub-total HCHS 683

FPS:

General practitioners 66

(at 7.3 per cent)

sub-total FPS
66

Total claim on Reserve if
recommendations met in full £ m
749

GE's latest assessment of the likely claims on the Reserve made
an allowance of £800m for all NHS bids (pay and non-pay).

1.7, In addition, there are consequences for the <clinical
academics, who always get what is recommended by the DDRB for
hospital consultants. The cost to the Reserve for them (assuming,
as above, that they are not required to find anything extra from

savings) is £3-4m.

187 Teachers. As Mr de Berker's submission set out, the IAC
have exceeded their remit by £32m in 1988-89 (£42m in a full
year) . They have cleverly based the excess on improving the
incentive allowances introduced when the Government imposed the
settlement on teachers last year. Mr Baker proposes that the
report be accepted but that the RSG settlement should not be

reopened; and argues that the local authorities have offsetting
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savings available within their education budgets, which would
mean no drawing on the Reserve. The Chief Secretary is Ck\htELJF

REPERCUSSIONS ON OTHER GROUPS

19. All these reports, (save possibly the nurses for whom there
is a natural ring fence of public sympathy) will be seen as a

signal of the Government's intentions over pay.

20. But there are two groups which will be particularly affected:-

(a) the NHS non-Review Body groups, who after some years
of low settlements compared with others, look set to
prove very difficult this year. It is wunlikely that
they will come quietly for a settlement of less than

6 per cent, and perhaps up to 1 per cent more.

(b) those civil servants who have not yet settled;

the CPSA (offered £5 a week or 4 per cent if greater

worth on average 4 per cent)

the NUCPS (offered 4 per cent); and

- Grades 5 to 7 where the provisional agreement which
staff are currently being consulted or ballotted on
provides for 4 per cent from 1 April, and 3% per cent
(part of that new performance pay) from 1 October this

year.

29055 For all these groups, the affordability argument will take
a knock if there is a snbstantial drawing from the Reserve (except
for nurses). For the three civil scrvice yroups, increases for
the senior civil service greater than what is currently on offer

to them will matter.

2235 The other group affected will be the teachers. It would
be playing into the teaching unions' hands to announce the IAC

report on the same day as the Review Body reports. (To defer




CONFIDENTIAL & PERSONAL

until after the Review Body reports would be worse.) Comparisons
will be made anyway of course. But even a small separation in
time is probably helpful. There is everything to be said for
publishing the IAC report on Tuesday next or - if that is possible
- on Monday. The Cabinet Office is putting this issue to the

Prime Minister.

23, The final repercussion issue is the date of publication
of the TSRB's report on parliamentary pensions. There 1is an
argument for publishing this on the same day as the other reports
so that it is not che focus of attention. But there is ¢ risk
that the proposed improvements in the pension arrangements for
the Prime Minister and other office holders and the introduction
of severance pay for Ministers - both of which are 1likely to
be controversial - will sour the atmosphere for the announcement
on Review Body reports. Delaying publication of this report
until the dust has settled down has, therefore, immediate
attractions, at the price of controversy later about the
Parliamentary report alone when it is eventually published. In
terms of the financing of the NHS, anything which detracts from
the impact of the NPRB decisions is to be avoided: but there

is a tricky political judgement here.

STAGING
24. The Cabinet Office paper illustrates options for staging
the reports. (Further variants are ©possible). The public

expenditure arguments point to staging, but in practice we helieve

that the scope for doing so is limited. Thus:-

(a) the Nurses report includes (paragraph 3 and paragraph
\553 a clear statement that the assimilation to the
new grading structure should be backdated to 1 April.

: : Ne.ﬁuwgﬁ%k
Chisspmis basedAon at they were told by the Health

departments without authority of or consultation with

Treasury officials or Treasury Ministers. Painless

staging by delaying assimilation pay until assimilation

takes place is thus ruled out without a terrific row.
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Particularly if the nurses report cannot be staged,

there will be great difficulty in persuading Mr Younger

to staging the AFPRB report. MOD can afford the
recommendation to be paid in full, and the size of

the increase is the lowest except for the TSRB.

doctors and dentists. The case for staging is more

attractive here. DDRB recommendations have often been
staged in the past; and public sympathy is much less
than for the nurses. The savings available are small
compared with what could be achieved by the same staging
for nurses (roughly one-fifth) but not negligible.
The Prime Minister is believed to favour some staging,
especially for GPs. DHSS will oppose. There are other
tricky issues with these people, and they think staging

will poison relations with the BMA.

the saving by staging PAMs would be small, and they

are probably seen more as nurse-like than doctor-like.

The cost advantage to be gained from staging the TSRB

is trivial, but - especially if the senior civil service
were staged - the signal would be worthwhile. (There

is an awkwardnéss in staging the lowest of the five
Review Body recommendations, but that has been accepted
before.) A natural choice would be 4 per cent from
1 April with the balance from 1 October on the grades
5¢ «Eou L spatEe X, It would in principle be possible
to abate the increase to, say, 4 per cent. But this
would create problems with next year's report, without
any great advantages for this year. The TSRB was
supposed to be carrying out a fundamental review of
top salaries. Its recommendations are unexpectedly
modest. Lord Plowden's letter fo the Prime Minister
(attached) says they have taken account of the Budget

in recommending what they have.
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25., In sum,

/ - we do not think you can persuade colleagues to stage
\//' the nurses or the armed forces. It is probably not worth
seeking to stage the PAMs.

/ - we think you should press for staging the TSRB groups
L// to 4 per cent from 1 April and the balance from 1 October.

- for Doctors and Dentists the staging judgement is between

on the one hand, the argument that this is "an attack

Yﬁ?}f on the NHS"; and on the other, the way this would reinforce
\§ §¢%5 the message of the IAC report on teachers, and staging
(g of the TSRB groups. There would also be a helpful

reduction in the claim on the Reserve.

26 If you decided to go for staging of the TSRB, there are
likely to be arguments from the Lord MacKay and Mr Younger. A

note on the detailed points follows.

NI JUDGES

27 . The TSRB has produced a separate confidential report on
NI Judges, recommending in effect that they should bec paid one
grade higher than they are. We will put up advice on this on

Monday .

OTHER POINTS

28. The Review Body reports are once again an embarrassment
to pay policy, and a blow to public expenditure, not made any
better by the fact it has been anticipated. The system has been
reviewed regularly in the past, but Ministers have decided against
changes. (Changes considered but rejected have included abolition;
tighter terms of reference; asking the Review Bodies to distribute

a predetermined sum - like the IAC; changing the membership.)

29. You will wish to consider with the Prime Minister whether

there should not be another general review.
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30. As part of such a review, or free-standing if there is no
‘ review, it is absolutely vital that there should be a review
of the arrangements for the NHS review bodies. The present

—

situation, with major structural reyrews,car ied out by negotlatlon

R
3( with unions but with the "pr1c1ng done by a separate 1ndependent

it ENBY“‘whloF ”has'ﬂhBM respons1b111ty “for flndlng th money, 1is

unacceptable e There is some urgency about getting this sorted

out “before— the next round of Government evidence is submitted
in September, since DHSS plan grading reviews of the senior nurses;
of PAMs; and more widely because of the general examination of
the basis of the NHS, which is 1likely to have implications for
pay structures. You should make such a review a condition of

your agreement to the decisions on the present Review Body reports.

CONCLUSION

31. We will let you have a speaking note for Tuesday's meeting.

If you wish to discuss first, we would be happy to do so.

32. I am grateful to Miss Peirson and Mr Robson for help with
this. Only copy addressees have seen.
.V.
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REVIEW BODY REPORTS: MEETING WITH THE PRIME MINISTER TOMORROW

. 35 My submission of 15 April promised a speaking note for
tomorrow's meeting. This is attached. It incorporates as need
be the supplementary points made below. Also attached is the

Cabinet Office draft of the Prime Minister's written answer

announcing the decisions on the report.

The Figures

2. Some changes cannot yet be ruled out, but so far the figures

in the Cabinet Office note and in my submission stay unaltered.

NI Judges

3. In a confidential report, the TSRB recommends that NI Judges
should be paid in the next hiyhest grade (see paragraphs 2042| of
the Cabinet Office paper). We remain concerned about the
repercussions of making this change for the reasons set out at
. Annex A; and advise you to argue against. Colleagues, probably
including the Prime Minister, are, however, likely to favour this

change.
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. Lord Chancellor's Department PES

4. Paragraph 9 of my submission mentioned that the
Lord Chancellor's Department might Jjib at bearing the cost of
the increases for judges. We think that this is unlikely, but
just in case it 1is raised, you should have the background to

hand. This is as follows.

5 A salary increase for the 3judiciary of 7.4 per cent would
add £24%m to this year's pay bill of £35m for the judiciary in
England and Wales. The salaries of the judiciary are paid from
the Consolidated Fund and not from Votes, in order to demonstrate
the independence of the Jjudiciary from the executive. But the
expenditure is counted in PES as part of LCD's programme. Tt
comprises some 4.5% of LCD's total programme spending, two thirds
of which is legal aid. We would nevertheless expect LCD to absorb
this sum within their programme spending in 1988-89, particularly

since there was significant underspending on legal aid in 1987-88.

Effects of staging TSRB groups

6 There are technical problems which need to be watched for
on staging proposals for the senior civil service and the armed
forces, because of the relationship of yrades below whose pay
is set separately. (These are additional to the arguments that
with staging until 1 October, individuals retiring in the period
dwkpEil. to 30 Sep%ember would have somewhat reduced pensions
compared with full implementation from 1 April, because of the
principle that pensions follow salaries in payment.) We do not
think there is much in these arguments this year. (See Annex

B for details).

Review of NHS Arrangements

e You asked what we had in mind here. (Miss Wallace's minute
of today). What we would hope and expect from a review would
be an end to the present arrangements whercby structural changes
are negotiated under the Whitley system between the nurses'

representatives and NHS management but the cost is left for the



CONFIDENTIAL & PERSONAL

Review Body to determine. This year, DHSS thought that
the new clinical grading review could be introduced for
around 3 per cent; the NPRB has made a different (and much

more expensive) Jjudgement.

8. There are three possible options which we should like

to have examined:-

(a) to have the Review Body made responsible for
deciding on restructuring details as well as the pricing
ofpst;

(b) to have the pricing as well as the restructuring

negotiated in the Whitley system;

(c) to have some cash limit introduced on the Review

Body where a restructuring or similar is involved.

9. It may be that on examination none of these will give a measure
of security against the sort of open-ended commitment which we
were landed with this year, and which the NPRB has made all too
full use of. But we feel that this is worth 1looking at. Lt
would of «course be an in-house exercise, perhaps involving
initially only ourselves and DHSS. It would link naturally with
the examination of how the NPRB came to believe what it did about
assimilation (Mr Judge's note of today to your PPS). We remain
very concerned about a repetition of this year's events, even

if on a smaller scale in the future.

10. As to a wider review, I would give this less priority than
the issue above. It is not long since (1986) that the review
body system was looked at gcnerally, and Ministers concluded
that no change should be made. But the IAC, even though we do
not intend it as a permanent feature of teachers' pay, gives
an interesting sort of model for the Review Body groups for whom

independent machinery remains inevitable.
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1l1. If you decide to go for one or both of these review optious,
the best time to get them launched would be over the next two
days, when the decisions of this year's reports are being made.

I have therefore included a line to take in the speaking notes.

Press Briefing

12. The usual package of briefing is in hand, and we hope to
be able to let you see it in draft tomorrow night. Given all
the NHS pressures (including Mr Moore's bid, on which Miss Peirson
has put up separate advice) we are pressing DHSS to clear with

us any statements or briefing they arc preparing.

- ~

J F GILHOOT.Y
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SPEAKING NOTES

Nurses

Agree should be implemented in full from 1 April. Treasury will

be pursuing with DHSS how and why backdating was given away.

PAMs

Small sums involved. Nurse-like group in public eye. Implement
an SEuillE.

DDRB

o 4 W lme
{44
Agree staging needéd. Complicates relations for DHSS on other
fronts; but need signal about discipline on public service pay.
AFPRB

Reluctantly agree no staging. Q&§%¢3

TSRB

Stage. Treasury has been at pains to establish 4 per cent (or
similar) as offered increase from 1 April for all groups except
support grades, with increases thereafter mostly from 1 October
and linked to delivery of changes Government wants. Very important
not to undermine that. Understand no real difficulties caused
by staging re pensions, promotion increases. [Details in Annex Bl
Helps too with wider pay signals, making nurses, armed forces
special case. Especially important signal for negotiations with

NHS non-review body groups, which will be difficult enough this

year.

IAC on teachers; TSRB on Parliamentary pensions Q(\W/\{

Agree Kenneth Baker's line that we should accept and publish
IAC report quickly. TSRB on parliamentary pensions very difficult

because of pensions for office holders and severance pay for



TSRB: N(;RTHERN IRELAND JUDGES E- VA-;\\ME)(*
Ar increase in the status and pay of any public officials in
Northern Ireland would be seen as recognition of special factors
applying in the province and would therefore be potentially
repercussive for all public sector salaries. In addition, given
the dominance of public sector employment in the Northern Ireland
economy, it could feed through to the private sector.

2 In the first instance, the proposal would lead to a demand to
increase the pay of resident magistrates in Northern Ireland who
are also exposed to security risks and restraints on their way of
living. The pressures would almost certainly escalate.

3. It is difficult to see why the TSRB should conclude now that
the nature of the work of NI judges warrants increased status and
higher pay. They have been handling terrorist trials throughout
most of the recent troubles (Diplock courts were introduced in the
mid 1970s). It follows 1last year's proposal from the Lord
Chancellor to pay NI judges and resident magistrates a special
allowance; this was rejected by the Prime Minister who thought the
repercussions would be endless. The present recommendation, which
the Lord Chancellor sees some merit in, is, to all intents and
purposes, a special NI judicial allowance under a different name.
It will certainly be regarded as such by the world at large.

4. It is very doubtful that the extra pay - £4750 on present
salary scales - and status would improve recruitment. If it had
little effect, there would be pressure to go further next year. If
it succeeded, it would have created a precedent for solving
similar recruitment and retention problems in the province
although mercifully there is very little evidence that the public
sector generallz findf }Pﬂ?@fficult to aAttract apgb;cants.

e e RSP
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‘ ANNEX B

‘ (i) Senior civil service

1. There are no problems here:-

Grade 5 pay is to increase by 4% from 1 April wunder the
provisional grades 5 to 7 agreement, so that the existing

relativities are preserved.

2. We foresee some difficulties from 1 October. On assimilation
to the new pay spine, Grade 5 pay will increase at the maximum
of the scale by 7.7 per cent, compared with 5.3 per cent for
the minimum of Grade 3. This will reduce the elbow room we will
have for fitting in Grade 4 (under 200 staff, but an important
grade in the Revenue and one or two other departments). The
Grade 4 scale is set by interpolation between Grade 5 and Grade 3.
But this is not a problem which arises from staging, but from
the interface between the TSRB and the grades bencath it. We
have, as yet, made no proposals for Grade 4 pay, and although
. there are some difficulties, they should not be insuperable.
Certainly there is no case for arguing that Grade 3s should be

given more than the TSRB has recommended!

(ii) Senior Armed Forces

3% The one-star to two-star differential (eg Brigadier to
Major-General) 1is reduced by the AFPRB and TSRB reports. The

figures are as follows:-

Brigadier Major General Diff (£) Diff (%)

31 March 1988 £34,089 £37,000 £2911 8.5
Recommended from

1 April 1988 £36,555 £39,000 £2445 6.3
If TSRB grades

e A sron £36,555 £38,480 £1925 §13

1 April to
& 30 Sept 1988
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Even with staging, the increase on promotion remains significant
at 5.3% in the period 1 April to 30 September this year. There
is not a convincing argument here for staging the AFPRB or for
not staging the TSRB. MOD have told us that the proposed staging
would have a substantial effect on Air Commodores ("one star")
in receipt of flying pay on promotion; the increase on promotion
(which loses them flying pay) would be £67 during the six months
of the staging. There are also one or two cases, they suspect,
in the submarine service where a reverse differential could be
created for six months. But at official level, they do not seem

too anxious to run these as arguments against staging.

4. Similarly on pensions, they do not seem disposed to press
against staging either because of the effect on those retiring
after 1 April, or because (under the complex updating rules for
Armed Forces' pensions) individuals retiring during April 1987
<put not later in l987—8§)would have a pension £30 a year higher
than those retiring on or after 1 April 1988.

5. Finally, you should know that the Lord Chancellor's Department
is muttering about the administrative costs of staging. No doubt
there will be some costs, but these should be covered several-fold
by the savings from staging. And the arguments for staging TSRB

groups are not, in any case, based on cost.
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REVIEW BODY REPORTS

The Paymaster General has seen Mr Gilhooly's submission of

15 April.

2 He hopes that we have a very clear statement of what exactly

was said by the Health Departments about assimilation - in case
there was any misunderstanding. (I have conveyed to the Paymaster

the gist of paragraph 80 of the Nurses' Report.)

B The Paymaster thinks this action looks criminally incompetent,
which is why it is only fair to Health Ministers to verify what

actually happened.

4. Finally, if nurses are an (unnecessarily) lost cause, the
Paymaster thinks that staging the doctors and TSRB reports looks

essential, in the context of the main Civil Service offers.

&

- e

S5 P JUDGE
Private Secretary
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From the Private Secretary 18 April 1988

Wy

The Prime Minister has seen your Secretary
of State's paper E(EP)(88)8 in which he set
out his proposals for the implementation
of the Report of the Interim Advisory Committee
on School Teachers' Pay and Conditions.
She is content for him to proceed on the
basis of the conclusions set out in paragraph
13. Unless any other colleagues see any
objection to the proposals, the Prime Minister
sees no need for an E(EP) meeting on this
subject. She would also be content for your
Secretary of State to announce his proposals
tomorrow, Tuesday 19 April.

TEACHERS PAY

I am copying this letter to the Private
Secretaries of members of E(EP) and Sir Robin
Butler.

Nl
[ £

(PAUL GRAY)

Tom Jeffery, Esqg.,
Department of Education and Science.

ety LTTE A
~nNEIDENTIAL

S . i : . - g Lo



CONFIDENTIAL

(:*{ﬂiXKZ?{?E?}%EEE;
J ACINT APR1988
¢ o | pMG
; COPIES
o

10 DOWNING STREET
LONDON SWIA 2AA

From the Principal Private Secretary

18 April 1988

)M 4(‘5/‘,

TSRB - PARLIAMENTARY PENSION SCHEME, AND OTHER MATTERS

The Prime Minister had a brief discussion this morning
with the Lord President, the Lord Privy Seal, the Chief Whip
and the Paymaster General about the Lord President's minute of
15 April regarding the report on this matter which the TSRB
has recently submitted to him.

The meeting agreed that, unless it was decided otherwise
in the discussions on the other pay review body reports, the
Lord President would arrange to have this TSRB report
published some time in May when he should be in a position to
make a statement, at the same time, about "Short" money.

I am copying this letter to the Private Secretaries to
the Chancellor of the Exchequer, the Lord Privy Seal, the
Chief Whip, the Paymaster General and to Sir Robin Butler.

£k
Nopel U fs

N. L. Wicks

Ms. Alison Smith,
Lord President's Office.
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cc Chancellor

Chief Secretary

Economic Secretary

Sir P Middleton

Mr Anson

Dame Anne Mueller Mr Dixon
Mr C W Kelly Mr Gilhooly
Mr Luce Mr de Berker

Treasury Chambers, Parliament Street, SWIP 3AG Mr Sheridan

N L Wicks Esqg CBE
Principal Private Secretary to the
Prime Minister
10 Downing Street
LONDON SW1 18 April 1988

TSRB - PARLIAMENTARY PENSION SCHEME, AND OTHER MATTERS

The Paymaster General has seen the Lord President's minute of
15 April to the Prime Minister, which I gather is being discussed
later this morning.

25 Given that there is an opportunity next month which 1looks
reasonably coherent, the Paymaster would prefer to defer
publication until then.

3 I am copying this letter to Alison Smith (Lord President's

Office), Mike Eland (Lord Privy Seal's Office), Murdo Maclean
(No 12) and Trevor Woolley (Cabinet Office).

Do
S

S P JUDGE
Private Secretary
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FROM: MISS M P WALLACE
DATE: 18 April 1988

MR GILHOOLY cc PS/Chief Secretary
Sir P Middleton
Mr Anson
Dame Anne Mueller
Mr Kelly
Miss Peirson
Mr Robson

REVIEW BODY REPORTS

The Chancellor was most grateful for your submission of 15 April,
which he found very clear. He agrees with Dame Anne Mueller's
manuscript comment, supporting staging for TSRB groups, and doctors

and dentists.

2.3 He has also noted the arguments you advanc€ in favour of a
review of the arrangements for NHS Review Bodies. He wonders what
we could suggest as an alternative to the current situation: there
would be no point in a Review unless we know what we want to get out

OFE+1t%

l\,\)?\/\/ ~

MOIRA WALLACE




CONFIDENTIAL AND PERSONAL

Ref. A088/1233 IV N Ao (LA

PRIME MINISTER (\/7}“v// 

{ ( ./
/ 4
Review Body Reports ‘

I attach a note which describes the recommendations of
the Review Bodies for April 1988 and sets out possible courses
of action for the Government, as a basis for discussion at

your meeting on Wednesday 20 April 1988 at 9.30 am.

Z. The note is being copied to the Chancellor of the

Exchequer, the Lord Chancellor, the Secretaries of State for

Defence, Employment and Social Services, the Lord President,
the Chief Secretary, the Minister of State, Privy Council Office
and the Chief Whip.

3 I would ask all Ministers receiving this minute and its

attachment to ensure that it is handled personally by them and

their Principal Private Secretaries and, if necessary, shown

only to those named officials who have so far been involved

in consideration of the Review Body reports and whose names
are held centrally by the Cabinet Office.

fPes

ROBIN BUTLER

19 April- 1988

CONFIDENTIAL AND PERSONAL
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DRAFT
19 April 1988

Review Body Reports

The five Review Bodies have now reported. They have recommended

the following increases from 1 April 1988:

Review Body Average Range of UK Public
increase increase expenditure
cost= (1)
% 3 £m

Top Salaries (TSRB)
Civil Service Brad
Senior Armed Forces 5is:d
Judiciary 7.4(2)

Armed Forces (AFPRB) 6.4

729

Doctors & dentists
(DDRB)

Clinical Academics
(consequence of DDRB) 8.1 81 7

Professions allied
to medicine (PAM) 8.8 7.6-9.5 45

Nurses & midwives (3)

(NRB) 15.4 4.2-33.6 803

Examples of the increases within each group are given in the

Annexes.

(1) The figures for public expenditure cost differ from those in
the review bodies' reports. The review bodies' figures do not
include some costs which count as public expenditure.

(2) The TSRB's recommendations for the judiciary provide for
increases of about 5.4 per cent for most members of the judiciary.
The higher increases shown above reflect structural recommenda-
tions for certain groups. In half a dozen cases the increase will
be 23.7 .per:cent.

(3) Most nurses and midwives would fall within this range. At
extremes the Review Body suggest that some staff could get up to
65.3 per cent and a handful could get a small pay cut of -1.9 per
cent.



2. The Government is committed to dealing with the reports
quickly. The Prime Minister has reminded Parliament that last
year the reports of the review bodies came in between 1 and 14
April and decisions were announced on 23 April; and has said that
she hopes that the Government will be equally expeditious this
year (Hansard 23 February col 144). The Chief Secretary,
Treasury, has told Parliament that the Government hopes to be in a
position to announce firm decisions no later than the end of April

(Hansard 24 February col 313).

3. Ministers will first wish to consider whether to accept the
recommendations in full. The Government has said that it will
accept review body recommendations unless there are clear and
compelling reasons for not doing so. The Review Bodies themselves
say they have taken account of general economic circumstances as
well as outside pay movements and problems of recruitment and

retention.

4. In deciding whether to accept the recommendations in full

Ministers will want to consider:

i the comparison with and possible effect on pay movements

in the economy;

ii. the cost and financing of the recommendations.

Pay and price movements elsewhere

5. The Review Bodies' recommendations compare with:

- an average level of settlements for the whole economy so
far (covering a quarter of employees) of about 7.5 per cent
(dominated by the local authority manuals' settlement of 10.7
per cent). 1In the private sector it is 5.75 per cent;



- a year-on-year increase in underlying average earnings for

the whole economy of 8.5 per cent in February;

- a year-on-year increase in the RPI of 3.5 and in the TPI of

1.5 in March.

6. In the case of the TSRB report Ministers may also wish to take
account of developments in pay for the rest of the Civil Service
this year. There is no single figure being applied across the
Service for 1988-89: the range is between 4 per cent and 6.5 per
cent. But the common feature of all negotiations, apart from the
support grades, is that the increase on 1 April 1988 on offer or
agreed is 4 per cent on existing rates. 1In particular the two
major groups which have yet to settle, the NUCPS executive grades
and the CPSA clerical and other grades, have been offered 4 per
cent (or for the latter £5 a week if that is greater). Moreover,
the provisional agreement for grades 5 to 7, which is worth 5.75
per cent in 1988-89, provides for 4 per cent from 1 April with 3
per cent from 1 October 1988. This deal is currently with union
members for ballot/consultation.

Cost of recommendations

7. The costs of the recommendations are shown above. The most
expensive recommendations are for the NHS groups which would give
a total cost of £1166m for all groups taken together. In the case
of the nurses, the Review Body's recommendations include proposals
for a new clinical grading structure covering 85 per cent of
staff. The Review Body has estimated the cost of its recommenda-
tions on assumptions about assimilation to this new structure
provided by the Health Departments. The actual cost will depend
on what decisions the Health Authorities take in practice about
the assimilation of some half-million individual posts. But the
DHSS accept that the Review Body's costings, increased for ERNIC,

superannuation payments and Northern Ireland, should be taken as
sound.



Financing

8. There should be no difficulty in financing the TSRB increases

within existing provision.

9. The Ministry of Defence have confirmed that the AFPRB award is

affordable within the provision made in the Estimates for 1988-89.

10. The biggest requirement for financing arises on the NHS
groups. The total cost of the recommendations in excess of
existing provision is about £749m, of which about £92m arises in
Scotland, £38m in Wales, and £23m in Northern Ireland with the
remainder in England. £66m of the excess arises on the Family
Practitioner Services which are not cash limited. The remainder
(£683m) falls on the Hospital and Community Health Services which

are cash limited.

11. The Treasury consider that the extra cost for the NHS groups
could be found in one of two ways: up to £75m in England could be
found from savings within the HCHS and the rest from the Reserve
(with corresponding arrangements in Scotland, Wales and Northern
Ireland); or all of it could be found from within the Reserve.
The DHSS view is that the whole sum should be met from the

Reserve.

The options

12. In principle, an option for each group would be to abate the
recommendations. This would be perceived as rejection. TSRB
apart it has been done only once (for DDRB), and the abatement was
then restored two years later. It is the least acceptable method,
not only to the professions but to the Review Bodies themselves,
who in recent years have set considerable store by the fact that
each year's recommendations have been in full payment by the date
of the following report. This does not however rule out staging,

the usual method of reducing the cost of Review Body awards.



13. For the nurses, Ministers may feel that the right course this
year would be to accept the review body recommendations in full
and to find the extra cost of £566m from the Reserve. Most of the
cost results from the introduction later in the year of the new
grading structure with the higher rates backdated to 1 April. 1In
principle, savings of £49m could be made for every month taken off
the backdating; so that if payment of rates under the new
structure were made only when the structure was introduced in
November, instead of being backdated to April, savings of some
£343m could be made. But the Review Body says that it was told
that the rates of pay would be backdated to April 1988.

14. The award for the doctors and dentists if met in full, and

financed from the Reserve, would cost the Reserve £161 after
allowing for existing provision. Alternatively it could be staged
by paying for example 4% from 1 April and the rcmainder from 1
October. This would reduce the extra cost to £101m (the saving
from each month's delay would be £9m). Another possibility would
be to distinguish between different types of doctor. For example
if the staging were applied to general medical and dental
practitioners, but not to hospital or community doctors and
dentists, the saving would fall to £4m a month. The Review Body
has however recommended rather lower increases for general practi-
tioners (7.3%) than for hospital and community staff (8.1%) More
generally, the DHSS say that the doctors and dentists would react
strongly against worse treatment than the nurses (affordability
would be a difficult argument to use with the BMA if large sums
were being found for the nurses); and that staging the doctors
and dentists could seriously prejudice the Government's chances of
receiving the co-operation of the medical profession on a range of

important current issues.

15. The award for the professions allied to medicine would cost

£45m which is £22m above existing provision. If the award were
staged, with 4 per cent paid on 1 April and the balance paid on 1
October, the saving would be £12m.



16. The award for the armed forces would cost £232m and could be

financed from within 1988-89 Estimates. If that too were staged,
so that 4% were paid from 1 April and the remainder from 1
October, the saving would be £40m.

17. Another main issue is whether there should be some staging of
the TSRB award. Such staging could take the form of 4% from 1
April and the remainder from 1 October, and could be presented as
consistent with the handling of pay for other grades in the Civil
Service (paragraph 6 above). If applied to all TSRB groups,
staging would reduce the extra cost by under £1m. There would be
no administrative difficulty about extending staging to the
judiciary, although there would be administrative costs.

"
18. The above paragraphs summarise the main options which
Ministers may wish to consider. A summary of the possibilities is

set out for convenience in Annex D.

Justification for staging

19. If Ministers decide to stage some or all of the awards, they
will want to consider the public justification for doing so. If
they applied the same treatment to all Review Body Groups,
including the nurses, it could be on the ground of reducing the
very substantial cost and of indicating the Government's view on
the desirable level of pay settlements more generally. But the
cost argument could not be used so easily if the nurses were
excluded from staging, since their award is by far the most
expensive. The AFPRB award is also expensive, but it can be
financed from within existing provision. Staging of the DDRB and
TSRB awards alone could be justified on the ground that these
groups are the highest paid and have enjoyed substantial tax
reductions as a result of the Budget, even though the chairman of
the TSRB in his covering letter says that the TSRB has taken the
general changes in tax rates fully into account. Staging of the
TSRB award as it affects senior civil servants (although not the

judiciary) could also be justified on the additional ground that



the first instalment of 4% is equal to the basic offer made to
other Civil Service grades. It is true that even if the eventual
settlement is based on this 4% offer the total increase in Civil
Service pay between 1987-88 and 1988-89, taking account of the new
pay agreements and delayed payments from earlier settlements, will
be 6% (not a public figure); and that the TSRB award is the
lowest of the five. On the other hand it is most important not to

prejudice negotiations with the other Civil Service grades(1),

Northern Ireland Judiciary

20. In a confidential side letter the chairman of the TSRB records
the Review Body's recommendation that whilst the County Court
judges in Northern Ireland should formally remain in Group 6 of
the salary structure, they should be paid Grade 5 salaries for so
long as they are required to do significantly different work from
that of their counterparts elsewhere in the United Kingdom. They
estimate that the additional cost would be about £108,000 and add
0.2 per cent to the judicial paybill.

21. The recommendation is in particular intended to reflect the
nature of the work which these judges carry out, including the
need to try scheduled offences and to hear criminal injuries
compensation appeals. The Review Body believe that a higher
salary, with the higher status implied thereby, would assist
recruitment. Ministers will have to judge whether, presented in
this way, the awards would avoid repercussive implications in

Northern Ireland.

(1) Because last year's TSRB award was phased, the year-on-year
increase would be 0.275 per cent greater than the Review Body's
recommendations if the latter were implemented in full from 1
April. Taking discretionary increments into account as well, the
year-on-year increase for Grades 2 and 3 would be 0.55 per cent
greater, bringing the total increase for these grades up to around
6. :per cent:



Pensions

22. In accordance with current practice, pensions should follow
salary rates in payment and not any notional salaries. If the
Government decides to defer or stage any Review Body awards,
members of the Review Body group in question who retired during
the period affected would suffer a permanent loss of pension. 1In
the case of the Armed Forces Pension Scheme, deferment or staging
may in some cases increase the likelihood that the pensions of
persons who retire in the period affected will be overtaken by
those of persons who retired in the previous year.

Review of MPs' pensions etc.

23. The TSRB has submitted to the Lord President a separate report
on MPs' pensions and related matters. Ministers will wish to
consider whether this should be published at the same time as the

Review Body reports.

Teachers' Pay

24. The Secretary of State for Education published the report of
the Interim Advisory Committee on School Teachers' Pay and
Conditions on 19 April. The Committee recommends increases
totalling 4.7 per cent: 4.3 per cent on basic pay and the balance
on incentive payments. The Secretary of State has entered
statutory consultations on the basis that the Government does not

intend to revise the recommendations.

Timetable and next steps

25. Government decisions on Review Bodies' awards have generally
been announced by way of a written reply. The same method seems
appropriate this time. Ministers may wish to agree that the
announcement should take place on 21 April. DHSS attach impor-
tance to careful presentation of the nurses' award: they point

out that although 4 per cent will be paid immediately the balance



(with backdating) will await implementation of the new grading
structure and some nurses will only get small further amounts
then.

26. There is no Parliamentary process, except that an order is
necessary to maintain the differential between the Lord Chan-
cellor's salary and the Lord Chief Justice's in accordance with
declared Government policy. Under the Ministerial and Other
Salaries Act 1975 this requires an Affirmative Resolution in both
Houses and has in the past created the opportunity for the debate
on the whole TSRB Report. The Order cannot be retrospective.
There is a case for amending the 1975 Act to exclude the Lord
Chancellor's salary from the need for an Order subject to an
affirmative resolution, but an appropriate legislative véhicle

would have to be found.

Conclusions

27. Ministers are invited to decide whether to agree the Review
Bodies' recommendations for each of the Groups in question and in

particular:

i. whether the extra cost of £749m falling on the NHS should
be met in full from the Reserve or whether it should be
reduced by omitting backdating for the nurses (paragraph 13)
and/or the staging options for doctors and dentists in

paragraph 14 and PAMs in paragraph 15;

ii. whether there should be staging in the AFPRB payments
(paragraph 16);

iii. whether to stage the TSRB increase, by paying 4 per cent

from 1 April and the remainder from 1 October (paragraph 17);

iv. whether to raise County Court judges in Northern Ireland
to Grade 5 in the judicial salary structure as recommended by
the TSRB (paragraph 19);



v. whether to publish all the Review Bodies' reports on 21
April and announce decisions by way of Written Answer to an

arranged Parliamentary Question;

vi. whether to publish the TSRB report on MPs' pensions at

the same time, without Government recommendations, or whether
to defer it until next month when it might be published at the
same time as an announcement is made about increased financial

assistance to Opposition parties.



CONFIDENTIAL

ANNEX A

TSRB Report

Typical increases

Present Recommended
pay pay, from
1 April 1987
£ £
Head of the Civil Service 81.000 85,250
Permanent Secretary)
Admiral ) 65,000 68,500
General )
Air Chief Marshal )
Under Secretary )
after 2 years' )
service )
Rear Admiral ) 37,000 39,000
Major General )
Air Vice Marshal)
Lord Chief Justice 81,000 85,250
High Court Judges 65,000 68,500
Circuit Judges 43,500 45,800

Increase
S



Brigadier

Lieut. Colonel
on maximum.
Captain
on maximum

Staff Sergeant,
Band 4

Corporal I,
Band 2

Private 1V,
Band 1

CONFIDENTIAL

ANNEX B

AFRB Report

Typical increases

Present pay Recommended
pay, from
1 April 1988

£ £
34,089 3659553
202 11 29,247
1362 202 17,418
11,108 115830
10,493 14, 1195
5,512 5,205

Increase
%

The same rates apply to equivalent ranks in the other Services.

The figures for Staff Sergeants, Corporals and Privates are for

men committed to 6 years' but less than 9 years'

service.



Hospital Staff

Consultant,

on maximum

Registrar,

on maximum

House Officer,

on maximum

CONFIDENTIAL

ANNEX C

DDRB Report

Typical increases

Present pay Recommended
pay from
1 April 1988
£ r
32,840 35,500
15, T'1Q 16,330
9,938 10,740

General practitioners (average net income)

Doctors

Dentists

26,840 28,800
23,220 24,920

Increase
%



CONFIDENTIAL ANNEX D

SAVINGS FROM VARIOUS STAGINGS

£ millions

Average % Cost of Savings by Saving if 4% from
increase implementing deferring to 1 April, balance
IncsEudil to 1 June 1 July 1 October
A. NHS
(a) HCHS
Doctors and
Dentists 8.1 168 24 18 36
Nurses 15.4 803 134 147 294
PAMs 8.8 45 8 6 12
s/t HCHS 1016 166 171 342
(b) -FPS 73 150 16 12 24
TOTAL NHS
B. AFPRB 6.4 232 39 20 40
C. TSRB
Civil Service 5.4 =0
Military 5.4 D:5) 1 172 1
Judiciary 7.4 3:5)
TOTAL
Note: Where some members of a group get less than 4% in a Review Body recommenda-

tion, the savings from staging would be less.
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FROM: J F GILHOOLY
DATE: 19 April 1988
CHANCELLOR OF THE EXCHEQUER Ce.s Chief Secretary

Paymaster General
Sir Peter Middleton
Mr Anson

Dame Anne Mueller
Mr Kelly

Miss Peirson

Mr Robson

REVIEW BODY REPORTS:
MEETING WITH COLLEAGUES TOMORROW

..
U 744

A copy of the revised paper is on its way to you separately

from the Cabinet Office, following the discussion you and the

Chief Secretary had (unbeknownst to colleagues) with the
Prime Minister earlier today. I attach below a copy of the
. latest version of the draft written answer.

2% The cast list for tomorrow, apart from the Prime Minister

and yourself, is the Lord Chancellor, Mr Younger, Mr Fowler,

Mr Moore, Mr Wakeham, Mr Luce and the Chief Whip. ( (Qﬁ ;_?} ¢ 04 <
< AN ‘

3 My submissions of Friday and yesterday set out the main

briefing for this meeting (speaking notes were attached to
the submission of yesterday). But there are a few points which

I need to cover further.

Staging
4. MoD and the Lord Chancellor's Department will be briefing
their Ministers to resist staging the TSRB. Their argument

will be about the reactions of the military and the judiciary
(especially those judges for whom greater-than-average increases
. are recommended). MoD do not expect Mr Younger to make much,
if anything, of the minor pensions points and the points about

Air Commodores and submariners detailed in Annex B of my note



of yesterday. MoD, at least, will however be briefing against
any selective staging (ie stage the TSRB, but not the other
two groups). It is not clear what 1line the Lord Chancellor
would take on that.

5is DHSS will argue very strongly against staging of the DDRB

award.

Consultation with staff interests

6 This may be raised by the Prime Minister. It arises

particularly for the NHS and the Civil Service.

T NHS DHSS practice (originally agreed with No. 10 in 1980)

(a) to allow the Secretaries of the BMA and BDA to read
(but not take away) copies of the DDRB report the

cvening before publication;

(b) for the Secretary of State to see the Chairmen of
the BMA 'craft committees' (consultants; GPs; community
physicians; and hospital juniors) with the BMA
Secretary plus BDA representatives on the afternoon

of publication; and

(c) to see the Chairman, Vice Chairman (Trevor Clay) and
Secretary of the Nurses and Chairman and Secretary
of the PAMs' staff sides also on the afternoon of

publication.

For both (b) and (c¢) the Secretary of State explains
the main points in the report, and the Government's

decisions (including funding).

DHSS say that the point of these arrangements is to ensure
that the professions' public reactions are reasonably
well-informed. This 1is persuasive enough whether the news

is good or bad from the professions' point of view; and to



. date there have been no breaches of confidence. But the

‘/”:

arrangement at (a) is risky; eg it 1is not impossible that
one year the Government's decisions could change on the day
of the announcement, putting a great strain on the discretion
of the Secretaries of the BMA and BDA. You may wish to support
the Prime Minister if it is argued that this "night before"

practice be brought to an end.

8. Civil Service Practice here is that union representatives

are invited in and, as the announcement is being made, told

of the TSRB decisions and allowed, of courﬁik to %iicuss them.
A lﬂi}.\

This is leak proof, except to the extent that3if\ raises their

expectations that an announcement is to be made.

9 I should record here that the CCSU has pressed in the
past for consultation before the decisions are made, particularly
if anything other than full implementation from 1 April is
being considered. This has not, of course, been conceded,
but you should know that they have made the same point to us

verbally in the last few days. They have also said that they

will ask to come and see the Paymaster to protest ("there will
be a terrific row") if there 1is staging and they are not
consulted in advance. Our advice would be that the Paymaster

should see them, as he has before.

Other NHS points

10. DHSS now accept that there should be no blank cheque
commitment on the cost of moving to clinical ygrading, but we
are not making much progress with the DNHSS at official level
about controlling the actual regrading of nurses by the health
authorities so as to avoid grade drift. Such controls remain
vital, and we advise that you insist on the point with Mr Moore

at tomorrow's meeting as part of your agreement to the package.

11. Either in the meeting, or in the margins afterwards, you
may wish to raise with Mr Moore the point about a Treasury-DHSS
look at the way responsibilities for negotiation of structural
changes and the 'pricing' of those changes are split between

management and staff fora and the Rcview Body.



‘ Parliamentary Pensions (including severance pay and Office

holders' pensions)

12. The Lord President has now minuted suggesting that
publication of this report should bc held back to next month.

Briefing
13. The Q & A briefing is in hand, but awaiting comments from
Departments. I will submit the draft tomorrow.

J F GILHOOLY
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To ask the Prime Minister if she will make a statement on the

Draft Question

latest reports of the pay review bodies.

Draft Reply
The 1988 reports of the Review Bodies on the pay of Nursing Staff,

Midwives and Health Visitors, and Professions Allied to Medicine,
Doctors and Dentists, and the Armed Forces, and of the Top
Salaries Review Body, have been published today. Copies are now
available in the Vote Office. The Government are grateful to
members of the review bodies for these reports and the time and
care which they have put into their preparation.

The following table shows the increases in pay rates recommended
by the review bodies, and their cost:

(1)

Review Body Average Range of Cost
increase increase £ million
per cent percent

Nurses, midwives and (2) (5)

health visitors 154 4.2-33.6 803

Professions allied to (5)

medicine 8.8 7.6-9.5 45

Doctors and dentists 79 7.3-8.1 318

Armed forces 6.4 2.5-7.3 232

Top Salaries 5.4 5.2—5.5(3) )

) 515

7.4 5.3—11.9(4))

(1) UK public expenditure cost including employers' national
insurance and superannuation contributions where appropriate, and
Northern Ireland.

(2) Most fall within this range. Includes implementation of new
clinical grading structure.

(3) Figures for civil servants and senior officers in the armed
forces.

(4) Figures for the judiciary. Most fall within this range.
Higher figures reflect structural changes for certain groups.

(5) Includes cost of additional payments to staff working in the
London area.



B

The Government have decided that the increases recommended by the

\ review bodies on the pay of Nursing Staff, Midwives and Health
\ kA Visitors, and Profess;bns Allied to Medicine, and on the Armed
Forces should all be %mpleméhted in full with effect from 1 April.
Payments to nurses resulting from assimilation to the new clinical
grading structure will\be)backdated to 1 April. The recommenda-
tions EE the review body on doctors and dentists, ané]pf the Top
Salaries Review Body, will be implemented as to 4% from 1 April
1988, with the balance from 1 October 1988.

The full cost of the awards for the Armed Forces Pay Review Body
and Top Salaries Review Body groups will be met from within
existing public expenditure programme totals this year. 1In the
case of the health services, however, the Government recognise
that this could not be done without adversely affecting services
(\ to patients. They have therefore decided that the cost for the
health service groups in excess of the allocation already made for
this year should be met from the Reserve. They will therefore
“\\ provide an extra £749m from the Reserve for this year, of which
dlxﬂxi// £683m will be added t1° health authority cash limits.

The pay rates and scales resulting from the decisions will be
promulgated as soon as possible for all the groups concerned.
Pensions will be based on the salaries actually in payment in
accordance with the principle set out in my written answer of 13
April 1984, at column 383.
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Prime Minister

I think it right to inform you in advance of your meeting on the
Review Bodies' reports about discussions which I have been having
with the Chief Secretary about the financial position of health

authorities in the current year. The attached letter of 11 April

sets out the position.

I have not reached lightly the judgement that health authorities
need additional funds over and above the very substantial amounts
required for the Review Bodies' recommendations. My judgement is
based on hard facts derived from the improved monitoring
arrangements agreed with the Chief Secretary last December. If
we do not put in more money for the support of services, not
merely for pay, health authorities will be forced to make large
cuts in services and to resort once again to short sighted and
damaging expedients such as deferring building maintenance and
payment of creditors. Having considered their budgets for
1988-89, authorities have already planned these measures and will

need to implement them in the near future.

SECRET AND CMO UNTIL 19.4.89
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SECRET AND CMO UNTIL 19.4.89

I cannot stress too strongly the importance of this issue. We
are about to consider the need to inject additional resources
into the Health Service for the cost of the Rcview Bodies'
iwards. If we are to secure by this action anything more than a
transient improvement in public confidence in our management of
NHS financing, we have to go further and ensure that health
authorities have adequate funding for the financial year. The
‘ strong evidence is that at present they do not. If we fail to
act, we shall very quickly lose the advantages of favourable
decisions on Review Body funding. The events of last year show
clearly how damaging it is to wait until cuts in services are
already happening, before facing the need for additional

resources. We should not rcpeat that mistake.

I have discussed the position with the Chief Secretary but it has
not yet been possible to reach agreement. I think you should
know about the position now, however, because it is clearly

germane to tomorrow's discussion on funding of the Review Body

awards.

SECRET AND CMO UNTIL 19.4.89




SECRET AND CMO UNTIL 19.4.89

I am sending copies of this minute and enclosure to the

an ellor, the Lord Chancellor, Secretary of State for Defence,

Secretary of State for Employment, the Lord President, the Chief

Whip, Minister of State Privy Council Office and Sir Robin

VButler.

/in

JM
19 April 1988

SECRET AND CMO UNTIL 19.4.89




Richmond House, 79 Whitehall, London SW1A 2NS
Telephone 01-210 3000

From the Secretary of State for Social Services

CONFIDENTIAL

The Rt Hon John Major MP sl ‘(,*’ vy
Chief Secretary to the Treasury Lb{;ardaﬂbw- Lj

HM Treasury Chambers LLd’C&lXQ

Parliament Street

London
SW1P 3AG /5? April 1988

B

We discussed last night the drafting of the Government's evidence
on back-dating of the additional payments due to nurses under the
clinical grading review.

The background is set in your letters of 11 and 17 December to
Tony Newton. Essentially we all wanted the Review Body to regard
this year's pay award and the clinical grading structure as a
single package, to avoid the risk that they would recommend a
very high 1 April award with the cost of the structure to follow.
We have of course been successful in that.

The Review Body received two pieces of evidence on the matter,
both in late January. One was in the evidence from the two sides
of the Negtotiating Council, which said "These grading
definitions are set out in the attached Annex and the Review Body
is asked to recommend rates for the new scales from 1 April 1988
in the form of a pay spine." The other was in the Health



Department's written evidence which said "The Negotiating Council
has agreed that there should be a common operative date for the
introduction of the new grading structure of 1 April 1988". I
understand that the first was specifically agreed between our
officials. The second was amended from earlier drafts following
your letters, by the substitution of 1 April 1988 for 1 January
1989. A draft of the evidence, containing this paragraph in its
revised form, was sent to your officials on 11 January, 11 days
before its submission to the Review Body. During this peried,
your officials offered amendments on other parts of the draft,
but did not comment on this.

on this basis I have to say that I see no reason for confusion
over this issue.

ZCL ‘/O/h"

JOHN MOORE
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CONFIDENTIAL

FROM: J F GILHOOLY

DATE: 20 April 1988

APS/CHANCELLOR cc PS/Chief Secretary

C/(,\,/ ‘ PS/Paymaster General
f PS/Sir Peter Middleton

OV L
*'Z’i"a( b%mw{ Mr Anson

Dame Anne Mueller

)

o« ”
QD A {J N (s | Mr Relly
WO\ NL70 1. Miss Peirson

Mr Robson
Llr~§P\/\/

Mr R Wilson (Cab Off)
TSRB: PRIME MINISTER'S LETTER TO LORD PLOWDEN

§ No.1l0 have asked for a draft 1letter for the Prime Minister
to send to Lord Plowden. I understand he has already been told
informally about the announcement tomorrow; but the letter is a

more public event, which will nop doubt be circulated to the members

of the TSRB.

2 I attach a draft, modelled on last year's version which is
attached below. (The final few words are very much for No.l0 to
consider).

= -

v//> ' J F GILHOOLY
i i
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.{A.FT LETTER FROM: THE PRIME MINISTER
TO: LORD PLOWDEN, KCB, KBE

I am writing to thank you, and through you your colleagues on the
Top Salaries Review Body, for your latest report and recommendations
on top salaries. I am grateful once again for the time and effort

that you all put into the work.

As you know, we decided to accept your recommendations, and to
implement them as to 4 per cent from 1 April 1988 and as to the
balance from 1 October 1988. This decision to stage the
implementation embodied the Government's view that it would be
important to reflect on this occasion offers made to civil servants
in the grades below those covered by the Top Salaries Review Body.
Those grades have generally been offered 4 per cent with effect
from 1 April 1988; later in the year there will be certain further
increases for some groups, associated with the introduction of
new pay and salary arrangements. So the pattern of staging which
we have set for your recommendations broadly reflects what is

wo,
happening lower dong.
C

May I end by repeatlng m thanks for the work you have down ‘and
l/\ AN
by expressing my that you w*éL—ieétiible to continue

as Chairman to steer the Review Body through next year's review.]!
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(,I am writing to thank you, and through you your
colleagues on the Top Salaries Review Body, for your latest
report and recommendations on top salaries. I am grateful as
always for the time and effort that you all put in to the
work,

As you know, we decided to accept your recommendations,
and to implement them as to 4.25 per cent from 1 April 1987
and as to the balance from 1 October 1987. As I made clear
in my announcement, this decision to stage the
implementation embodied the Government's view that it would
be important to reflect on this occasion offers made to civil
servants in the grades immediately below those covered by the
Top Salaries Review Body. Those grades have been offered
4.25 per cent with effect from 1 April 1987; later in the
year there will be certain special increases which will bring
the increases in the total cost of the pay bill for the year
as a whole up to a figure of 5 per cent or a little more. So
the pattern of staging which we have set for your
recommendations broadly reflects what is happening lower
down,

You will alsc have seen that at the same time I
announced that we were going ahead with the scheme for

3

24 April 1987
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discretionary increments for grades 2 and 3 in the current
financial year. I am very glad that we are thus at last
putting into effect the recommendations made by the Review
Body two years ago.

I note that the Review Body has decided to put in hand a
fundamental review for 1988, As you know, it is my strong
hope that you will feel able to continue as Chairman to steer
the Review Body through that review.

The Lord Plowden, KCB, KBE,
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0 Financial Secretary
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: Economic Secretary
Kbﬁrﬁ N \Rdﬁv Sir P Middleton

Mr Anson
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y W/ Mr Phillips
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g Mr Turnbull
4 \Q(\ Mr Gilhooly
\ﬁ,\ L ¥ Mr Richardson
™ g} ;> &VA Mr de Berker
()ﬂp” % ~ Mr Saunders o/«
Mr Griffiths
N> . oMy Tyrie

(‘ r La
\{\))("/ N it Mr Call

NURSES PAY: GOVERNMENT EVIDENCE ON BACK-DATING

Mr Moore's letter of 19 April attempts to defend the DHSS's
behaviour over what was said to the Review Body concerning back-
dating. Everything he says is literally true, but it is
nonetheless scandalous that he should not apologise fulsomely for
a very serious error by his department.

a4 It was indeed the Treasury's suggestion that, as Mr Moore
says in his second paragraph, the Review Body should be encouraged
to price the new clinical grading structure from 1 April, to avoid
a very high recommendation for an interim "cost of living" award
prior to the regrading. Your letter of 11 December (attached)
said:-

"On the date of implementation, it is most important that we
should wrap up as many things as possible in next year's

settlement. The Review Body should therefore be invited to
recommend a pay structure which could be implemented from 1
April 1988. But we should not rule out any options,

including staging or delaying the introduction of some
features. It should therefore be made clear to the unions on
Tuesday that the Government would, as usual, be making no
commitment to introduce a new structure from any particular
date."

And your letter of 17 December (attached) which actually was more
about trying to include geographical pay as well, said:-

"The Government evidence must seek to persuade the Review
Body to price the package as a whole, whatever decisions we
may take later about partial or staged implementation.”
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3. The qualifications in your letters, about retaining Government
freedom to introduce the new structure when it chose, were, of
course, vital, and agreed with the DHSS before you wrote. DHSS
agreed to make it clear to the unions, and the wording of the
joint evidence, which Mr Moore quotes (the first of his
quotations) was specifically agreed against that background.
Perhaps the wording was not ideal: it might have been better to
say "which could be implemented from 1 April"; but there was no
misunderstanding between the Treasury and DHSS about the fact that
the Review Body were not being told that implementation would be
from that date.

4. The second piece of evidence which Mr Moore quotes, from the
DHSS evidence supplementing the joint evidence, is far more
damaging, and DHSS have virmally agreed orally that it arose from
simple error. As Mr Moore says, the earlier drafts had a sentence
which ended “1 January 1989% That was at a very early stage,
before the Treasury suggestion that the Review Body should be
asked to cost from 1 April to avoid a high interim award. The
sentence should never have been simply amended to substitute a
different date. It is true that a draft of the whole of the DHSS
evidence, with that sentence in it, was sent to us on 11 January,
but no attention was drawn at all to that sentence, and in the
press of business it was not spotted. The assumption in ST was
that the matter of what should be said about dates had been
settled long ago, with your letters of December, and other issues
in the evidence required attention.

2 For Mr Moore to defend himself by saying that we did not
spot, in the last minute rush, a gross error by his department, is
unacceptable.

6. There are two further questions remaining. First, it seems
virtually certain, from conversation with DHSS, although they are
not admitting it specifically, that the Review Body asked, when
DHSS were giving oral evidence, whether the new grading structure
payments would be backdated to 1 April, and that DHSS said that
they would. DHSS say that the Review Body made it clear that if
the payments were not backdated they would indeed recommend a

higher interim award. Nonetheless, DHSS had absolutely no
authority for saying anything of the kind, which is in
contradiction of what you had said in your letters. However, we
have no proof of wKat they said: they say that there is no
transcript.

Ik The second question is whether, as DHSS assert, we would have

done no better if DHSS had been more careful with their evidence.
It does seem quite likely that, if the Review Body had been in any
doubt at all that the payments would be backdated, they would have
recommended a significantly higher interim award, with the same
high costs of regrading added on. So possibly the Government has
not lost anything by DHSS's behaviour, but we shall never know.

8. I attach a draft reply. p
g’

MISS M E PEIRSON
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DRAFT LETTER FROM CHIEF SECRETARY TO MR MOORE

NURSES PAY: GOVERNMENT EVIDENCE ON BACKDATING

I am amazed by your letter of 19 April.

2% As you rightly say, the background was set out in my letter s
of 11 and 17 December. It was clearly agreed between our two
departments then that there should be absolutely no commitment to
introducing the new clinical grading from any particular date, and
that that should be made clear to the unions as well as to the
Review Body. The sentence you quote from the joint evidence was
specifically agreed between our departments on the basis of that
understanding. Had it remained as the only Government statement
on the subject, the Review Body could not have claimed that they

were told that there would be backdating.

3. The sentence you quote from your department's separate
written evidence is, however, far more damaging, and plainly an
error by your officials. It is quite clear that we would never
have agreed to such a sentence, and if you had really wanted to
say something which was so plainly in contradiction of the
agreement set out in my letters, your department should have drawn
the proposition to our attention. You cannot defend your
department's gross error on the grounds that busy officials here

did not spot it.
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CONFIDENTIAL
4. I should be grateful if you could let me see what was said in
oral evidence by your department to the Review Body. It should

have been possible then to clear up the confusion.

L Subject to that, the position remains that your department
gave evidence to the Review Body which naturally led them to
believe firmly that the Government would backdate to 1 April, in

flat contradiction of what had been agreed between us in December.
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The Cabinet Office are circulating 1ater thlS evenlng their paper
\\ for Cabinet tomorrow, together with the draft of the Prime
M' Minister's statement. I understand that it fairly reflects the
discussion with the Prime Minister and colleagues this morning

Wi\\\‘g? d the basic 1line to take at Cabinet will be to support t
\,J?ioposals
M The only area where there might be pressure fr 'vvclzolleages
coming new to this is on the staging of the TSRB recommendahnns
If so (and we have picked up no hints that thﬁré will be pressure),
\ you may wish to draw on the arguments in e speaking note attached
to my submission of 18 April. /‘M.?’ elly's noéeaggﬂlggégy about

possible developments on th»e civil service pay negotiations

strengthens the case for~ staglng the TSRB. Not to stage would
make the handling oﬁfgg NUCPS and CPSA all the harder.
4.-’“‘;/"

3. The other point that might attract comment is the DDRB's

proposal,"{:hat two thirds of the cost of subscriptions for the

medicf}l‘ defence insurance should be treated as a reimbur§able
‘C{“«‘-‘f"xﬁﬂfo nse ra1/;/her than (as until this year's report) being taken
pA9C  atcount of by the DDRB in setting doctors' and dentists' pay.
:""{The cost of the cha¥ge 1is included in the costings of the

/ recommendations. You should know that DHSS have told us this
/ evening that the paper's figures for the percentage increases
/{ in doctors' and dentists' pay are confined to the recommended
l 1 Joam 2%
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increase in actual salaries. These percentages thus understate
the benefit of the recommendations, by 1 to 2 per cent for
consultants, and by a little more for junior doctors. (The latter
benefit further from enhanced supplements for working contracted
hours greater than 104 hours a week). We have alerted the Cahinet
Office to this point which DHSS should have pointed out earlier.

Handling

4. Assuming Cabinet agrees the proposals in the Cabinet Office

paper, the written answer will be laid at 4 pm tomorrow.

Briefing

5. I attach below the main general briefing, plus the bull points

on the nurses and DDRB, and other parts of the background briefing.

6. Also attached are the draft speaking notes which DHSS have
given Mr Moore for his meetings with the BMA/BDS and the nurses'

staff sides tomorrow afternoon.

7. The public expenditure figures are being given a last checking
over. Manuscript amendments are changes we have asked DHSS to
make. The briefing will be finalised tomorrow morning after the

Cabinet decision is known. We would be grateful for comments.

3% We are giving IDT background facts and figures on the TSRB

groups tomorrow; but the basic line to take is as set out below.

&
~ -

J F GILHOOLY

006 2362
3571
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DRAFT OF 20 APRIL

.im A BRIEFING

DECISIONS

1. What did the Review Bodies recommend?

Review Body Average Recommendation Range (%) Cost (1)
(%) (£m)
Armed Forces 6.4 23557 =3 232
Doctors & Dentists 9 7 3m8 L 318
Nurses & Midwives 115508 4.2-33.6(3) 803
Professions Allied 8.8 1.16955 45
to Medicine
'TSRB Civil Service 5.4 5i527- 515 )
Senior Armed Forces 5.54 B 2=55 ) 5:15
Judiciary 7.4(2) Bi3=11.9". )

(1) The figures for public expenditure cost differ from those 1in
the review bodies' reports. The review bodies' figures do not include
some costs which count as public expenditure.

(2) The TSRB's recommendations for the judiciary provide for increses
of about 5.4 per cent for most members of the judiciary. The higher
increases shown above reflect structural recommendations for certain
groups. In half a dozen cases the increase will be 23.7 per cent.

(3) Most nurses and midwives would fall within this range. At extremes
the Review Body suggest that some staff could get up to 60 per cent.

2. What is being awarded?

All recommendations are being implemented in full from the due date,

texcept—that———]— |
.‘EQAL.Q S @_‘\5\*"3 UaCreeiras a*‘

‘5&12539c1- VAl
%@gm& *ﬁ Q}&W



11 the above increase compare with an increase iy<rhe Retail Price
<8

Index of 3.5 per cent and in Tax Price Index of\ 1l per cent in the

12 months to March 1988. [The Tax Price Index, or—TPI, measures the
average increase in gross taxable income needed to compensate taxpayers
for any increases in retail price index after taking account of changes

to direct taxes and employee National Insurance Contributions].

GOVERNMENT RECORD

3. Nurses/Professions Allied to Medicine

Table below sets out record over various time periods:(Source: DHSS)

Pre-1988 RB Awards (Real Changes in Pay Rates)

Nurses PAMs Staff Nurse (max) Ward Sister (max)
‘974—79 =21.2 (91.2 -17.1 -21.0
1979-1987 +29.1 +34.1 +28.7 +38.3
1983-1987 + 1555 + 2050 +8 52 +24:01

-

{
Post-1987 RB Awards (Real Changes in Pay Rates)

-~

7z
Nurses PAMs Staff Nurse (max) Ward Sister (max)
1974-79 -21.1 -21.2 ot M ) | -21.0
1979-1988 +43.8 (average) 40.1 33,000 53.9% NGE (" +39.2 to 55.1
1983-1988 +27.8 (average) 26.1 120 20 bon 41,5 1p$§)'\+24.9 to:139 %
7N\ e W

\

Note Figures are percentage changes in pay rates from pay round to

pay round (1 August to 31 July) deflated by the RPI increase over

the same period. The numbers in the first table are the most recent

published numbers on the respective records of the Administrations;

_the second table brings the earlier table up to date following the

‘9/87 award. [It assumes an increase in the RPI of 3.5 per cent in
-~

/" the year to July{l985ﬂ.

A R

o



4. Government kept faith with nurses

®

Government has:

.(a) Implemented pay increases lifting nurses pay by 43.8 per cent

in real terms since 1979;

(b) Established Review Body to determine their pay in 1983 and

implemented all awards E%taqu?’iﬁ‘fhﬁmﬁa—e§25~yearSMfU\eonta;g
~eestéﬁ - 28.7 per cent)increase has resulted since 1983.
< -~ o o )
C¥ retvnn D

(c) Reduced working week by 2% hours in 1980;

(d)\ Increased numbers of nurses and midwives by 33,600 after
compensating for reduction in hours. [Since end-1978 nurses
Gywdgyi and midwives increase 62,8000; of which 29,200 reflects 1980

&ﬁ% reduction in working hours].
i

\ LW S, Nurseg Earnings \

\b 0
As well as increases in basic pay rates nurses are eligible for
‘additional payments (mainly for unsocial hours and overtime). Currently

average earnings (excluding London Weighting) of full-time staff in
the main nursing grades are estimated to vary by between 12 and 24
per cent more than basic pay. It is estimated that, an enrolled nurse
(on maximum) will after implementation of the increases and regrading
would typically carry £188 to £208 per week, a staff nurse (on maximum)
£206 to £236 per week and a sister (on Inaximum) about £273 i-to i £304

per week. The exact figure will depend ,on his or her grading in the
new structure. (These figures excludfng and the ew London pay

supplements recommended by the Review Body which together are worth

x up to £188%a year.)



6. Doctors

The‘ble below sets out the record over various time periods:

. (1) (2) (3)
1974-79 1979-87 1979-88
House Officer (max) =168 +2678 29-6 + 35y
Consultant (max) =246 +345 3¢ + uwo:.0
General Practitioneréknqgﬁ-lS.S +30<T 29.7 + 345
Average o +33+0 325 + -3

Note Figures are percentage changes 1in pay rates from pay round to
pay round (1 August to 31 July) deflated by the RPI increase over
the same period. Column 1 is the record of the Labour Government:;
Column 2 is the position up to and including implementation of the
1987 award; Column 3 is the position after implementation of the 1987
award, (assuming an increase of 3% per cent in the RPI in the 12 months
to July 1987).

. Junior Doctors Earnings
jé/ =theo s wou fra ssd L7 LW becowa
% lS, 193&.

a'- dge earning i 98 JASE S cmpared with a-—sezste
maximum—of £9,180, once extra —duty —allowamces,; —on call supplements

o Kk ; Vo asaiaka AFeraRae carnines O OUSE O icers

8. Doctors Numbers

'95¥; neoty 14 (2QE§ ‘fipri-ks>4177§h
At —ever—t1+2+90680+ more doctors and dentist?Zthan -rrt—39+6.

9. Armed Forces

Government has honoured Manifesto commitments to restore and maintain
comparable salary levels for the Armed Forces with civilian earnings.
All AFPRB recommendations have been implemented. (Staging—in 1984
and 1986 to_reduce first year—cost—but—full—rates- implemented by year

end) 3
"D~ TR WEQAAQ§W10L {?ﬁn~\ WNu&>r'cmkvAc£u~Q¢3 tEkme‘Qsc~4.<A ©
o, P e OGN e R 20 Wt — WS f§<z~§ML1 o S e T T ngku*lumi
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} . Squeeze on Defence Budget?
This award can be contained within the cash limit.

. Running cost implications of TSRB?

Tiny. Will be financed within existing running cost limits.

PAY POLICY

Why no staging for anyone besides TSRB?

-

Government implementing what Review Bodies recommended. TSRB a
T e

~ \‘\Q

spec1a1 case because of 11nks w1th other c1v11 serv1ce pay.

T — . e,

. Implications of nurses award for others eg NHS non-Review

Body groups, civil service

{:ﬁsﬁ%%}Each group's pay is determined according to what is necessary
. to recruit, retain and motivate and what can be afforded. Inevitably

this will mean different increases for different groups.

How does Govt justify (5{§Zfor nurses, while calling for lower

settlements for others? I Q;Lj
N— Meeak P ( i BLely 2 e
— A O R gt qreoli—p revi€, Sh rely
’ Review Body makes out the case for nurses' award: increasing

recruitment/retention problems, need to make nursing more attractive
career to recruit enough school leavers in 1990s when numbers
declining. Does not invalidate argument for lower general settlement

levels to improve competitiveness and create jobs.

Access to Reserve for U@;J*L; successive year. Makes nonsense

of claim that pay/price increases will be financed within
cash limits?

. It was not possible for Health Authorities to meet the full cost
of the Review Body recommendations from within their own resources

without reducing services unacceptably. The decision to add to

cash limits reflected thq\yholly_&rce tiogal circ maxfnCSS cre ted!

by the Review Body recommendations %Jshouldanc% be regarded 6as :

creating a precedent. Certainly does not mean pay increases gﬁw
m .

others will be financed this way,
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NHS

K’FINANCIAL ASPECTS : BULL POINTS

- additional provision for 1988/89 announced today is £749m (UK)
(£596m (England) - £542m (English health authorities))

- total cost of awards £1166m (UK) - £923m (England)
- total cost of Revi & Body awards fully funded by Government

- new UK total expenditure (current and capital) on NHS in 1988/89
is £23,490m (£23.5 billion); £18,947m (England)

- cash increase in UK (current and capital) over last year is
£1953m (almost £2 billion); £1574m (England)

- cash increase in UK health authorities current expenditure over
last year is 10.1%

. - real terms increase in UK“health authorities current expenditure
over last year %S 5. 3% }
\ .

7~ ',«
J \ P
v( B, L

- annual amount spent on NHS per family in 1988/89 will be
£1650 (UK)

)
\ /

- total cost of nurses pay award this year £803m (UK),
£633m (England) fully funded by Government

- total cost of PAMS pay award £45m (UK), £35m (England) fully
funded by Government

- total cost for doctors and dentists is £318m (UK),
£255m (England) fully funded by Government

- extra £45m to meet the new London pay supplement for nurses and
PAMS




M‘SPAYAW&RD: BULL POINTS

Highest ever real terms pay - higher than Halsbury (1974) and Clegg (1979).
43.8% real terms increase since 1979

28.7% real terms increase since 1983.

Govermment has set up independent Review Body, implemented all five of their
awardsarxifm‘:dedcverQO%ofthecostoftmseawardsi D iy

ke frvwau A L %
New clinical grading structure biggest shake-up in grading since 1948. Major
opportunity to establish worthwhile Gareer progression for murses who wish to
remain in clinical work. :

Will play vital part in overcaming recruitment and retention problems by
giving significant pay increases to staff in shortage specialties associated
with advanced skills.

Iondon pay supplements will mean that, with the increase in basic pay this
year, increases for staff nurses and sisters in Inner ILondon will be in the
rarge of £27-£57 per week.

startingpayforastaffmmseinlmxe.rl.orﬂonisncmﬁ,ﬁ??arﬁforasister
it is £12,048-ineachcasethisismrethantheprevimsmaxjmmbasicpay
for the grade.

Staff Nurse

Pay on qualification now over £8,000 (£8,025), and increase of almost 10%;

the maximm for the basic grade of staff murse (D) goes up by 7%; now paid
around £2,280 more in real terms than in 1979; et

maximm for staff murses with extra skills and responsibilities (paediatric
intensive care, theatres etc) now £10,650 - an increase of over £2,000 a year
(£2050) or almost 24%.

Sister

Starting pay on promotion now £10,200 - an increase of 13%.

maximm for sister on an acute ward now £13,925, an increase of 16%. This
latest award means that she will have had a real terms increase in pay of 55%
or £4,945 since 1979.

lowest increases (4.2%) for same sisters not on acute wards or in teaching
areas but they all stand to benefit from better career prospects.

Iabour's record

Under Iabour, murses received pay increases of less than the rate of inflation
3 years running.

In 1976/77, Labour cuk rurses' pay by over 10% in real terms.

In the 5 years between 1974/75 and 1978/79 Iabour cuf, nurses' pay in real
terms in 4 of them.

Nurses pay fell by 21% in real terms in the 5 years to 1979.
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I.POINTS FOR NURSES

Average Award

Overall increase in paybill 15.3% or £633m in England (£803m UK)

Basic Pay

Iarge ranée of increases: 4.2% to 33.6% and more in same cases.

Biggest increases for new clinical grades, for example

Staff murses in Scale E = 23.8%-26.0%
Sisters in Scale G = 16%-33.6%
Smaller increases for:

staff nmnurses in Scale D = 7.0%-9.9%
Sisters in Scale F = 4.2%—<13.3%

4% payment on account for clinical grades, pending regrading. (Deadline
for regrading 31 October 1988.)

Increases for staff not covered by new clinical grades of:

Senior mursing grades = 5.1%-8.5%
Students = 6.3%-7.8%
Iondon Pay Supplements

Supplements of:

9% for qualified staff in Inner London (up to max of £958 P2)

5% for all other staff in Imner and Outer Iondon (up to max of £532 pa)
2.5% for all staff in Fringe Zone (up to max of £266 pa)

All supplements payable in addition to ILondon weighting, but abated as
with London weighting for staff in residential accammodation.

All supplements payable from 1 April. Those for clinical staff to be
based on present pay plus 4% payment on account.

Ieads and Allowances

Special Duty Payments: rates unchanged but maximm basic salary to
attract such payments imposed at £12,500.

Ssmall increase in psychiatric lead (to £220), no increase in geriatric
lead.

Small increases in stand-by and on-call and a mmber of smaller
allowances.
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‘DDRB 1988 REPORT

KEY POINTS

1. Average increase 7.9%, 8.1% for HCHS grades, 7.3% for gps.
CONSULTANTS

20 Scale maximum increased from £32,840 to #£35,500. Distinction awards

up 8.1%; value of A and A+ awards up 9.2% and 14% respectively. Top
earnings for consultants therefore £69,220.

JUNIORS
3.1 General increase of 8.1%. Average salaries at scale maximum
therefore
Current Recommended
House Officer 14,458 15,637
Senior House Officer 17,668 20,235
Registrar b 22,993
Senior Registrar 24,140 26,081

3.2 pay supplements for juniors with longest contracted hours (104+)
doubled.

3.3. additional point added to SHO scales
OTHER GRADES

4. A1l other grades get 8.1%, except gps holding hospital appointments
ey b A

GENERAL PRACTITIONERS

5. Average net intended remuneration for gmps increased from £26,840 to
£28,800 and target average net income for gdps from £23,200 to #24,92"
(7.3%L). Fees and allowances for gps take account of overpayment of £61 in
1985/86. The average expenses provision for gmps is set at £13,480.

DEFENCE SOCIETY SUBSCRIPTIONS

6. The DDRB recommends that 213 of cost of subscriptions for HCHS grades
(full-timers plus part-timers working solely for NHS) be directly
reimbursed. This amounts to £720 for those paying the full rate.

Distinction Awards

7. DDRB recommends review of distinction awards system, particularly
noting criticism of secrecy, lack of management input, age at which awards
are made and the fact that they are not subject to review.
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SECRET

NHS FINANCING

[:Qc‘u Res BEWNG U‘&f\’raﬂ

What will it cost?

Total UK cost in 1988-89 of awards is £1166 million. 1Inflation
factors built into existing NHS provision cover £417 million of
this. Remaining £749 million will be met from Reserve.

Health expenditure in 1988-89

NHS current expenditure in England will be increased by £596
million to €£17,902 million. This is £1,637 million more than the
estimated outturn for 1987-88. Gross current spending will thus be
10% higher than last year - an increase of well over 5% in real

terms. When the proceeds of their cost improvement programmes and
income generation schemes are taken into account, resources
available to health authorities will be neariz 7% higher in real
terms. Large increases also in Scotland, Wales and N Ireland.

[See attached table]

This year NHS will spend around £400 for every man, woman and
child in the country.

Will Scotland, Wales, N Ireland increases give what is needed, or

only formula increases?

Increases in Scotland, Wales and N Ireland are calculated as what
is necessary to fund the pay awards.

What about future years?

Provision for 1989-90 onwards will be reviewed in the public
expenditure survey. Decisions will be announced in the Autumn
Statement.
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SECRET

[More money needed this year to prevent cuts in services?

Health authorities were getting significant real terms increases
even before this announcement. Any uncertainty they may have had
over the financing of review body awards is now removed. ]

Further increases to meet other NHS pay settlements?

No. Cost of pay awards to other groups (a significantly smaller
proportion of the pay bill than doctors and nurses) will have to
be met from cash limits, like other price changes.

what if nurses clinical grading review turns out to cost more than

suggested by review body?

Government believe this announcement will give health authorities
ample funds with which to carry out regrading. Health authorities
will obviously have to have regard to cost in implementing the new
arrangements, and will need to keep within their new cash limits.

NHS review

A separate matter from these decisions. Government is conducting a
wide ranging and fundamental review of the NHS. Proposals will be
made in due course.
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@ X~HS ExPENDITURE 1987-88 AND 1988-89 s
New 1988-89 Increase 1987-88 est real terms $% increase
provision £m outturn £m
£m cash inc cips
NHS (UK) - 22,567 749 20,715 - 4.25% | 5.0%.lﬁ356
net o \ech
\ 749
NHS England - 17,902 596 16,265 \ . Dds 6.3% £8
gross current o S AR N o et
HCHS England - 12,633 542 11,473 5.4% 6.7%

gross current

Notes 1. Assumes £163 million new cost improvement (143) and income
generation (20) savings in 1988-89.

2. Real terms increase measured against GDP deflator of 4.5%.
3. Estimated outturn for 1987-88 includes 16 December 1987

announcement, plus £44 million carried forward underspend
‘ adjustment.

Increases in each territory

£m 1988-89
HCHS FPS NHS
England 542 54 596
Scotland 86 6 92
Wales 34 & 38
N Ireland 21 2 £3
UK 683 66 749
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Review Body Recommendations and Awards 1971-87

®
®

BEY AL

1971 9.4 n/a

Recommendation
Implemented
1972 6.3 .nfa
Recommendation
Implemented
1973 9.2 n/a
Recommendation (a)
Implemented

1974 15.2 n/a

Recommenation (a)
Implemented

‘1975 21.7 . 26.2

Recommendation
Implementated
1976, 1B.9 210
Recommendation (a)
Implemented

1977 1.5 16.3
Recommendation (a)
Implemented

1978 = T.9770-2.1
Recommendation
Implemented

1979 1053, 12.3
Recommendation
Implemented

1980 21.8 18.h4
Recommendation
Implemented

AFPRB DDRB
8%
8%
10% 8%
10% 8%
6.5% L.5%
6.5% 4L.5%
13% 7.4%
13% T.4%
29.5% 30% (b)
29.5% 15%
£6 pw £6 pw
£6 pw £6 pw

5% £208 pa (2%%)
5% £208 pa (2%%)

32%
13% (4)

32.5%
32.5%(e)

16.8%
16.8%

10%
10%

3T UG
31.4%

nurses

NPRB

pams

(d)

TSRB

senior civil service Jjudiciary

& senior military

£250 pa
£250 pa

£350 pa
£350 pa

£208 pa
£208 pa

35%
10%

23.2%
13.4%(f)

38.2%
12.3%*

£250 pa
£250 pa

£350 pa
£350 pa

£208 pa
£208 pa

35%
10%

22.9%
12.5%(f)

35.7%
12.1%*

* Abated



AFPRB DDRB NPRB TSRB

nurses pams senior civil service Jjudiciary
& senior military

1 eI

1981 12,0055

Recommendation 10.3% 9% = - 23.0% 21.1%
.plemented 10.3% 6% - - 7.0% 7.0%
1982 9.4 9.7

Recommendation 6.1% 9% - - 19.4% 24 .3%
Implemented 6.1% 6% - - 1k4.3% 18.6%

1983 4.0 3.5

Recommendation 7.2% 9.7% () - 11.7% (b) 11.7% (1b)
Implemented 7.2% T.7% - - 5.8% L.5%

198L 5.2 HELE

Recommendation 7.6%(v) 6.9%(b) 7.5% 7.8% 6.5%(1v) 6.5%(1b)
Implemented L.9% L.6% T.5% 7.8% L.5% L.5%

1985 6.9 6.4

Recommendation 7.1% 6.3%(b) 8.6%(v) 12.1%(v) 12.2%(v)(g) 16.3%(1v)
Implemented T7.1% 5.3% 5.6% 5.6% 7.1%

1986 :- 3.0 1.2

Recommendadtion 7.46%(b) T.6%(b) 7.8%(v) 8.2%(1b) 6.5%(h) 6.7%(1)
‘mplemented 5.6% 5.T% 5.85% 6.15% 3.0% 3.1%

1987 B2 8.5

Recommendation 5.96% T.7% 9.5% 9.1% 4.8%(b) 4L.8%(b)

Implemented 5.96% i 9.5% 9.1% 4.25%(v) 4.25%(b)

Notes

a. Review Body recommendations and awards restricted to those allowed under pay norms.
b. Staging reduces in-year cost. Full recommended rates paid by year-end.

@il A second TSRB report in 1974 recommended increases of 28.8%. The Government
implemented increases varying between 14.4% and 28.8% for individuals on 1.1.75
and announced an intention to pay the second stage on 1.1.76. However, the second
stage was not paid because of pay policy.

1 '

d. 10% pay policy norm plus 3% for introduction of the 'x' factor.

e. labour Government implemented 24.2% increase just before May 1979 election. Incoming
Conservative Government implemented a further 8.3% to restore fully comparable
salaries.

f. Implemented by the Conservative Government.

‘g. Figure is for senior civil service. Senior military recommendations were 17.6 per
cent. Award was 7.3 per cent in-year.

h. Recommendations reduced to 4.0 per cent and staged to reduce in-year cost to
3.0 per cent.

o 5% Recommendations reduced to U4.1 per cent and staged to reduce in-year cost +to
3.1 per cent..



REVIEW BODY ON DOCTORS' AND DENTISTS' REMUNERATION MEETING
WITH BRITISH MEDICAL AND DENTAL ASSOCIATIONS 21 APRIL 1988

Thank you for coming in at such short notice. The
Government's response to the review bodies' reports has only
Jjust been settled. The Prime Minister will be making a
statement available to MPs at about 4.00pm, and I must
emphasise the importance of not discussing this with anyone
before then.

&y This year, the DDRB's recommendations represent an
average increase of 7.9% on the rates they recommended in
1987. These are increases of 7.3% for general medical and
dental practitioners, and increases of 8.1% for directly
employed staff. The number and value of distinction awards
goes up by 10 and 14% for A+ awards and by 40 and 9.2% for A
Awards. The Review Body has also recommended a review of
the distinction awards system.

3 The average expenses provision for general medical
practitioners is calculated at £13,480, and the recommended
fees and allowances include an adjustment of £61 to balance
an overpayment in 1985/86.

4. Turning to Jjuniors, the Review Body has recommended the
addition of an extra point to the senior house officer
scale, so that those eligible - about 2,300 (GB) - would
receive a larger than average increase, of 14.5%. It has
also recommended the doubling of on-call supplements for
juniors with contracted hours over 104. We would of course

like to see more progress in eliminating such long hours -




meanwhile, the minority of Jjuniors still working them
(around 2,000) would, as a result, receive additional

payments of around £1,000, depending on the circumstances.

5 Finally, the Review Body's proposal on defence society
subscriptions is that full-time HCHS doctors and part-timers
wholly employed in the NHS should be directly reimbursed
two-thirds of the annual cost of their subscriptions - that
is, £720 for those paying full medical rates to the two main
societiesa.

6. I am pleased to tell you that we accept these
recommendations and propose to implement them in full from 1
April > 1988, fand " from @1 “'January 1988 “ini.irelation ' to

subscriptions. THIé means that all your members will

"benefit from substantial real terms increases in pay on top
of those already awarded last year. We considered very
carefully the consequences of our decisions, and concluded
that the increased costs of the Review Body awards could be
financed within overall public expenditure totals without
the tneed v for Staging. It would not however have been
possible for health authorities to meet the full cost of the
awards without unacceptable onsequeqzif for serviqeg* We
therefore Juecided to provide am extra 749 mitiienLlUKI) for
health authorities' cash limits and for the FPS from the

reserve,

7. I cannot disclose to you the details of the other review
body ‘reports,  but I ‘think it fair to  €tell = yon,  in
confidence, that the Nurses and PAM's Review Body has
recommended an average increase of 15.3% for the groups it

covers. We are also proposing to implement this a#g‘r [?ﬂ%r%r
1 April 1988.
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8. You will of course want to study the report at more
leisure. There are two points on which I should like to
elaborate before inviting questions. First, I welcome the
proposal that we should examine the distinction awards
system. It has been in place for 40 years and - while I
endorse the ob jective of rewarding outstanding and
meritorious service - I think it will be timely to consider
with you and NHS management how far it meets the needs of
the modern service. I shall be asking officials to take
this forward as quickly as possible.

9. Second, our acceptance of the recommendation on defence
society subscriptions is a heavily qualified one. We do not
regard direct reimbursement as being other than an interim
solution and I have asked officials to seek, with you and
the defence societies, a more appropriate alternative
arrangement, which LEhtti for instance, involve the

| acceptance by health a thorities of liability for the
”negligence of medical staffn;J

10. A detailed offer to implement these recommendations
will be put to you shortly. Meanwhile, I shall do my best
to clarify any points you would like to raise now.

W



Speaking Note

Thank you for coming here at such short notice once again. I understand that
ymhavehadaduametolookattheReports. I can now tell you the
Government's decision on the Review Body recamendations which will be
announced by the Prime Minister at 4 O'clock. As usual, I must ask you not
to discuss this with anyone else before then.

meillbepleasedtohmthatﬂmcovenmenthasdecidedtoinplanentthe
recomendations in both Reports in full,frem—3—Aprit. This means an
increase for murses of 15.3% and one for the professions allied to medicine
of 8.8%. This is a very substantial increase indeed and demonstrates the
Goverrment's commitment to the NHS and the professions you represent.

The largest increases, as you will have expected, go to nursing staff in the
new clinical grades. Many will receive very substantial increases, well into
double figures, andthesenewpayscalesrecogniseandrewardtheincreasirg
clinical skills and responsibility that these staff have. I very much
welcame the exciting opportunities this new structure presents. I believe
that this means that all nurses, midwives and health visitors will have the
proper incentives to remain in clinical practice, carrying out the vital work
for which they have been trained. I see this as a very important element in
our attempts to ensure that the service is able to recruit and retain the
nursing staff it needs now and in the future. I am sure the Staff Side will
sharethisfeelingwithnearxiwillwishtojoinwiﬂxtheD@aﬁmentand
health authorities in tackling the major task of implementing the new
structure.

Tighte—But—with—sueh a wide range of pay i this:ftwillbe

important -e3se not to raise expectations thatIev_erL_gnewillberefittothe
same extent. The more modest increases, all of which are above current

levels of price inflation, as well as the biggest increases need to be given
the right kind of publicity and the benefits, in terms of longer-term career

prospects, toﬂzosewhodomtrweivethebiggestircreasathisyearwill
also need to be emphasised.

L

l
Thers—io=e—wmei-—nasrower range of increases forthePAMsxaagi:gfzun?.Q%to
9.1% for professional staff and 7.6% to 9.5% for helpers.

The Review Body has also recammended pay supplements for both nursing staff
and PAMs in London. 'msewillmeantotalirx:reasesofupm,OOanearfor
staff nurses working in the capital and increases of up to £2,880 for
sisters. I believe these offer very valuable additional incentives which




willdowdmtoimpmvethestaffingpositimhereinlmdmarﬂwill,of
course, also be of cansiderable direct financial benefit to the murses

concerned. There will alsobesubstantialsmlementsofupto£532ayear
for PAMs.

To sum up we are honouring the Review Body's recommendations in full weth
immedinte-effect frem—3April. The effect of this decision is that murses
willmnreceiveﬂuehigtwsteverlevelsofmaltemspay-higherthanﬂm
]..evelssetbyHalshn'yorClegg. The real terms value of nurses pay follow-

ing this award is over 40% higher than it was in 1979. These figures speak
for themselves.

[Funding - dependent on Ministerial decisians.]

One final point on nurses which is not covered by the Review Body
recamendations but which is normally dealt with at this time: lodging
charges. ILodging charges are a matter for the Negotiating Council which has
anagreemerrttoneviewthelevelofthesechargseachSprin;. Iast year
there was no increase. This year the Management Side will be proposing an
increase of 4% - less than the pay increase any nurse will receive.

I know you will want to study these reports in more detail but I shall do my
best to clarify any points you would like to raise now.
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Treasury Chambers, Parliament Street, SWIP 3AG
01-270 3000

20 April 1988

Paul Gray Esqg
Private Secretary
10 Downing Street
LONDON, SW1

Dear Pk,

TSRB: PRIME MINISTER'S LETTER TO LORD PLOWDEN

As requested, I enclose a draft letter for the Prime Minister to
send to Lord Plowden tomorrow.

Vo,

M1z
a—
MOIRA WALLACE
Private Secretary

ENC
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CONFIDENTIAL AND PERSONAL

DRAFT LETTER FROM THE PRIME MINISTER TO LORD PLOWDEN, KCB, KBE

I am writing to thank you, and through you your
colleagues on the Top Salaries Review Body, for your
latest report and recommendations on top salaries. I am
grateful once again for the time and effort that you all

put into the work.

As you know, we decided to accept your recommendations,
and to implement them as to 4 per cent from 1 April 1988
and as to the balance from 1 October 1988. This decision
to stage the implementation embodied the Government's
view that it would be important to reflect on this
occasion offers made to civil servants in the grades
below those covered by the Top Salaries Review Body.
Those grades have generally been offered 4 per cent with
effect from 1 April 1988; later in the year there will be
certain further increases for some groups, associated
with the introduction of new pay and salary arrangements.
So the pattern of staging which we have set for your
recommendations broadly reflects what is happening lower

down.

May I end by repeating my thanks for the work you have
done and by expressing my gratitude that you have agreed
to continue as Chairman to steer the Review Body through

next year's review.
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MISS M P WALLACE

21 April 1988 /W
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PS/CHIEF SECRETARY

NURSES PAY: GOVERNMENT EVIDENCE ON BACK-DATING ¢ i 8 L=

The Chancellor has seen Miss Peirson's minute of 20 April. He has
commented that this is very bad. From his conversation with
Sir James Cleminson, he does not believe that we would have done no

better, if DHSS had not blundered in this way.

s

MOIRA WALLACE
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THE PRIME MINISTER
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\* 21 April 1988

Thank you for your letters of 31 March and for the 1988

Report of the Review Body on Armed Forces Pay.

As'yOu know, I announced today the Government's full
acceptance of the recommendations, which will be implemented

from 1 April 1988.

I am grateful to you and to your colleagues for the time

and effort which you have put into this important work. I
should be glad if you would pass on my thanks to the other

members of the Review Body.

Sir Peter Matthews, A.O.
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This year's Review Body recommendatlons, with the exeption "ol the

Top Salaries Review Body, are being implemented in full from 1 April.

This means increases averaging 15.3 per cent for nurses, 7.9 per cent
for doctors and dentists, and 6.5 per cent for the Armed Forces. The
TSRB groups will receive 4 per cent from 1 April and the balance of
1.4 per cent, from 1 October. These increases are taking place against
the background of 3.5 per cent inflation and an increase in the Tax
and dPrices “fndex (ofd onlys .l b per Seent.. Pay increases on this scale
in real terms can be afforded alongside further service improvcments
and within existing overall public expenditure plans only because

of the continued underlying strength of the economy.
FINANCING AND PUBLIC EXPENDITURE

The costs of the awards will be financed within existing planned overall
public expenditure levels. TSRB costs will be found within existing
running cost limits; the Armed Forces award from within the existing
Defence cash 1limit; £749 million of the NHS groups' award will be
paid for out of the £3% billion Reserve for 1987-89. All that the
Health Authorities will have to pay 1is the amount already there in

their budgets. The Government is meeting the whole excess cost for
the NHS. This means increase in NHS spending in 1988-89 over 1987-88
now £1850 million.

NURSES

- Average increase of 15.3 per cent.

- Large part arises from new grading structure. Biggest change since
1948. Establishes worthwhile career progression for nurses who wish
to remain in clinical work. Plays vital part in overcoming skill
shortages. In line with Review Board recommendation, new rates
will come fully into force when new structure implemented, backdated
to i cAprdl



- Nurses pay highest ever in real terms. Higher than Halsbury (1974);
higher than Clegg (1979)

- U3.8% real terms increase since 1979

- 28.7% real terms increase since 1983.

- This Government set up independent Review Body (1983) has implemented
all their awards, and met over 90% of their cost.

- Have increased number of nurses and midwives by 62,800 since
mid-1978.

- starting pay for a staff nurse in Inner London now to be £9677;

and for a sister £12,0.48. In each case more than the previous

maximum basic pay.

Also Government has reduced nurses working week by 2% hours.

Labour's record:-

- in 1976-77 cut nurses pay by over 10% in real terms.

- cut nurses pay in real terms in four out of the five years 1974-

75 to 1978-79.

- nurses pay fell by 21% in real terms in the five years to 1979.

DOCTORS AND DENTISTS

Under this Government doctors and dentists have received rcal pay
increases averaging 38 per cent, compared with a fall under Labour

of nearly 30 per cent.



ARMED FORCES

The Government has honoured its Manifesto commitment to maintain armed
forces salary levels that are comparable with those of their Civilian
counterparts. Military salaries are now on average [14%] per cent
higher in real terms than under Labour. During most of Labour's period
of office real salaries for the military fell sharply with ensuing

recruitment, retention and morale problems.
TOP SALARTES

Increases staged to bring more closely into 1line with offer to rest
of the Civil Service: 4% from 1 April, balance from 1 October. Since
last October Grades 2 and 3 of senior Civil Service eligible for
additional increments, awarded to reward sustained high performance.
This is part of wider measures to introduce more flexibility into
the Civil Service pay system and strengthen the 1link between pay and

performance.

Copy of PM's Written Answer is attached.



Tuesday 9th February 1988

(Answered by the Prime Minister on Thursday 2l1st April)

UNSTARRED Mr Edward Leigh: To ask the Prime Minister
No. if she will make a statement on the latest

report by the Review Body on Doctors' and
Dentists' Remuneration.

THE PRIME MINISTER [Pursuant to her reply of 9th February
1988, col 145}):

I am now in a position to make a statement on the latest
Reports of the Pay Review Bodies. The 1988 reports of

the Review Bodies on the pay of Nursing Staff, Midwives

and Health Visitors, and Professions Allied to Medicine, ;
the Doctors and Dentists, and the Armed Forces, and of

the Top Salaries Review Body, have been published today.

Copies are now available in the Vote Office. The Government
are grateful to members of the review bodies for these

reports and the time and care which they have put into

their preparation.

The following table shows the increases in pay rates recommended

by the review bodies, and their cost:

Review Body Reports Average Range of Cost (1)
increase increase £ million
per cent per cent

Nurses, midwives and
health visitors 15.3 4.2-33.6(2) 803

Professions allied to
marldirine R R 7.6-9_§8 45



. Doctors and dentists 7.9 7.3-8.1 (3) 318
Armed Forces 6.4 2.5~7.3 232
Top Salaries

Senior civil servants

and senior officers
of the armed forces 54 5.2 =508

)

(4 ) B
Judiciary 7.4 5.3-11.9'41)

(1) UK public expenditure cost including employers'
national insurance and superannuation contributions,
where appropriate. Figures include cost of additional
payments to staff working in the London area, where
appropriate. The figure for doctors and dentists

includes payments for GPs' expenses and hospital

doctors' insurance, not counted as pay.

(2) The recommendations include implementation of
a new clinical grading structure. Most increases
fall within the range shown. Increases could be

up to 60 per cent for some nurses. NO nurses will

receive less than 4 per cent.

(3) About 95 per cent of staff fall within this range.
The remainder get higher increases up to 14.5 per

cent and in a few cases possibly more.

(4) Most increases fall within the range shown, although
in six cases the increase will be 23.7 per cent.
The upper end of the range reflects structural changes

for certain groups.



The increases recommended for nursing staff, midwives

and health visitors include implementation in the Autumn

of a radical new grading structure to provide more attractive
career prospects and proper recognition of qualifications,
skills and responsibilities for staff directly involved

in patient care. The Review Body's recommendations are

on the basis that there should be an immediate interim
payment of 4 per cent from 1 April 1988 and that once

the new structure has been introduced, consequential pay

increases would be backdated to 1 April 1988.

The Government have decided to accept in full the Review
Body's recommendations on nursing staff, midwives and
health visitors. They have also decided that the increases
recommended by the Review Bodies on the pay of Professions
Allied to Medicine, Doctors and Dentists and the Armed
Forces should be paid in full from 1 Aprils1988.""Phe
recommendations of the Top Salaries Review Body will be
implemented as to 4 per cent from 1 April 1988, with the

balance from 1 October 1988.

The full cost of the awards for the Armed Forces Pay Review
Body and Top Salaries Review Body groups will be met from
within existing public expenditure programme totals for
this year. In the case of the health service groups the
Government have decided that the cost in excess of the
allocation already made for this year should be met from

the Reserve. They will provide an extra £749m from the



Reserve within the planned total of public expenditure

for this year, of which £683m will be added to health
authority cash limits. The remaining £66m is for the
Family Practitioner Services. Together with the increases
in allocation already announced, the increase in provision
for the National Health Service in 1988-89 over 1987-

88 will therefore be £1,852 million.

The pay rates and scales resulting from the decisions

will be promulgated as soon as possible for all the groups
concerned. Pensions will be based on the salaries actually
in payment in accordance with the principle set out in

my written answer of 13 April 1984, at column 383.



