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. CONF IDENTIAL

MR. SCHOLAR c.c. Mr., Hoskyns

London Weighting for the Armed Forces

Mr. Nott has now come back to the Prime Minister, saying that
he cannot find items to offset against the proposed increases, and

proposes therefore to implement the AFPRB recommendation in full.

I think that when the Prime Minister said she was reluctant
to overturn the AFPRB with this small point, she was hopeful that
some way round it could be found. Since there is no way round it,
I must repeat my earlier recommendation that we tell the AFPRB
that we think the Armed ForcesLondon Weighting should be held tQ_ZE:
It will be seen as extraordinary if we now accept recommendations

which would have the effect of making increases between 10.5% and

17.5%.

Mr. Nott's offer to absorb the extra cost within the MOD cash
limit is of course pretty meaningless. The amounts are trivial
compared with the uncertainties of the Defence Budget; and the
point will not register at all with the other groups - notably the

civil servants, on which we must keep an eye.

I do understand the concern of both the Prime Minister and

Mr. Nott that we should not blemish our record vis-a-vis the

AFPRB; but I can only repeat that, as the Prime Minister knows,
SE;-Zghmitment to the AFPRB is already under review with a

view to encouraging them to become more market-oriented and
less comparability-based. Holding the London Weighting to 7%
would be a useful first indication that the Armed Forces cannot

for ever be treated preferentially.

25 February, 1982.
CONF IDENTIAL
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I have seen your Private Secretary's letter of 16 February

giving your views on London Weighting for the Armed Forces - and

urd, e

we talked about this matter the other day. My Noth o Ihe Chancelley
Moy 123

Zs As you know, I share your concern that an AFPRB recommendation

should not be overturned for this relatively small amount of money.

Nevertheless, I recognise the presentational difficulties which

this poses in respect of other groups in the public sector whose

London Pay for 1981/82 has yet to be settled. Following our talk

I have therefore looked again to see if we could make a minor

O — S
variation of the recommendations and my officials have discussed

gi?h the Treasury your suggestion that some offsets may be found

on the lines already agreed for the Police. Unfortunately, there

are no extra allowances for the Armed Forces in London, as there

ey

were for the Police, which could be used for this purpose. Nor is

it possible, without breach%ng the terms of the AFPRB proposals, to

- - F‘“ - 3 -
redistribute London Weighting amongst the four categories of

recipients in such a way as to produce lower figures for the top
end of the award.

3. The choice therefore is whether to restrict the award to the
Armed Forces in an arbitrary way, which would certainly blemish

our record in this area, or to implement the AFPRB's recommendations
in full. Having convinced myself that we cannot act along the lines
proposed for the Police I believe we have to accept the latter, and

I have already agreed with the Chancellor that, if this is the
decision, I will absorb the cost within the MOD cash limit. There
would of course be no public announcement.

—

1
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4, A draft reply to Sir Harold Atcherley is attached which
assumes your agreement to his recommendation.

De I am copying this to Geoffrey Howe, Norman Tebbit,
Willie Whitelaw, and Sir Robert Armstrong.

SIN

Ministry of Defence

24th February 1982
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CRIME MINTSTER TO _SIR HAROLD ATCHERLREY

el 4 e g1

I am sorry that I have not been able to reply before to
your letter of 23 November 1981 in which you recommended

Increases in London Weighting for members of the Armed Forces

effective from 1 April 1981,

The Government has now considered the Review Body's
‘recommendations and agrees that the proposed new rates of

London Weighting should be introduced,

It will not be necessary for any special ennouncement to be
made and the Ministry of Defence is taking action to implement

the new rates,







Treasury Chambers, Parliament Street, SWIP 3AG
0O1-233 3000
)R February 1982
D B Omand Esq.

Private Secretary
Ministry of Defence

25&,.; Aqm}l :

Nick Evans wrote to me on 16 February about the economic
evidence which you propose to put to the Armed Forces
Pay Review Body.

The Chancellor is entirely content with the evidence, which
he thought admirable. He has noted how it will be submitted.

Copies of this letter go to Michael Scholar at No. 10 and
David Wright in the Cabinet Office.

J=0s KERR
Principal Private Secretary







10 DOWNING STREET

From the Private Secretary : 16 February, 1982

London Weighting for the Armed Forces

The Prime Minister has seen the correspondence between
the Treasury and the Ministry of Defence about the Armed Forces
Pay Review Body's recommendationson increases in London Weighting
for the Armed Forces.

The Prime Minister is reluctant to overturn the AFPRB on a
small point such as this in view of the Government's unblemished
record so far with the AFPRB. The Prime Minister hopes that your
Secretary of State will be able to respond on the lines of the
arrangements agreed for the police - i.e. so that some items are
offset against the proposed increase so that the increases of
between 10.7% and 17.5% would come down nearer to the 10.7%mark.

I would be grateful if you could agree with the Treasury a
draft reply to Sir Harold Atcherley on the lines proposed by the
Prime Minister.

I am sending a copy of this letter to John Kerr (HM Treasury),
Barnaby Shaw (Department of Employment), Andrew Jackson (Home Office)
and David Wright (Cabinet Office).

N H R Evans, Esq
Ministry of Defence
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London Weighting for the Armed Forces

You will see that, as predicted, the Chancellor's office

have now written to Mr. Nott's office indicating that the Chancellor

is EOt convinced by the MOD case for full implementation of the

AFPRB recommendations on London Weighting. I think the time has

therefore come for the Prime Minister to intervene in what has

now been a rather long running dispute. You will recall that
Mr. Nott's Private Secretary indicated in his letter of 29 January
that Mr. Nott would be quite happy for the issue to go to the

Prime Minister for a ruling.

As I said in my first note on this issue, on Christmas Eve,

my sympathies lie with the Chancellor. At a time when we are

reviewing our commitment to armed forces comparability, it would

be wrong to continue to extend preferential treatment to the armed

forces on London Weighting. If the Prime Minister agrees, there-

fore, I think you should write to Mr. Nott's office saying that
she shares the Chancellor's view that the increase should be limited
o T%:
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CONFIDENTIAL

Treasury Chambers, Parliament: Sireet, SWIP 3AG
01-233 3000

& February 1882

N.H.R: Evans, Esq..

Private Secretary to the Secretary
of State for Defence

Ministry of Defence

&@u N-'c({,

LONDON WEIGHTING FOR THE ARMED FORCES
Thank you for your letter of 28 January,

The Chancellor has carefully considered the views of your
Secretary of State, and fully recognises that there is an

argument for implementing in full the AFPRB's recommendations
on London Weighting. But he still feels that the arguments
the other way are rather stronger,

In particular, the argument of consistency with the treatment
;L_pther pay groups does not in fact point to implementation
full, even if one takes account of the sgttlement with the
Eollce. The Chancellor has asked me to explain that certain

) concessions made by the police Staff Side produced an end

result of much less than 11,7 per cent (£69) in_agtual cash

for policemen. Part of the agreement was that a £50 "excess”
to London Weighting,which was introduced in 1875, should be
phased out over two years, with the first £18 being taken into
account immediately. Secondly, the poliEE-?Eceive a "London
Allowance” which is an undermanning allowance and is nermally
increased in line with pay. It was agreed there would be no
increase in this allowance in 18982. The savings from this,
gven based on a 4 per cent pay increase, will offset more than
half the London Weighting increase.

—

Against this background, and the 7 per cent increase for the
Civil Service, your Secretary of State's proposal still strikes
the Chancellor as too generous, Although the costs would be
absorbed within the Defence cash limit, there wou be
ungualified increases of between 10.; .7 and 17.5 per cent for

the servicemen concerned, The Chancellor would still prefer
that the Prime Minister should be advised to limit the increases
to [ per cent.

/Incidentally,

CONFIDENTIAL




CONFIDENTIAL

Incidentally, the Chancellor is not sure that it is entirely
fair to suggest that "a spell in London is outside the normal
and expected run of a military career”. Those with barracks
in London (e.g. the Household Brigade) must presumably expect
to serve here from time to time. And would most officers
not recognise that a staff post in London at some stage is a
normal part of a successful career?

The Chancellor is sorry to be unable to accept your Secretary
of State's proposal; but he does attach considerable
importance to holding down personnel,and other current,ccsts.

Copies of this letter go to the other recipients of yours.

QM L
%@ FEB 962
CDLI(W ; ;

J.0. KERR




CONFIDENTTIAL

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone O1-B20xEze 218 2171 1/j

29th January 1982

LONDON WEIGHTING FOR THE ARMED FORCES .

My Secretary of Ctate has seen your letter of the 21st

December. He takes the Chancellor's point that a consistent line
on London Weighting is desirable. But he does not agree that this
necessarily implies that the 1921 increase for the Armed Forces
should be in line with the 7% for Civil Seryants. He notes that

ﬁan exception has been made for the Bolige because of the Government's
special commitments to them, and ne believes that the same should be
done for the Armed Forces. He would also make the point that,
unlike the bulk of Civil Servants and Policemen working in Lendon,
who Jjoin in the knowledge that they will be based in the capital,
a spell here is outside the normal and expected run of a military

J
carecr. i

My Secretary of State is aware that offsetting savings were
agrecd as part of the settlement of the Police Londun Weighting
claim. He has himself made a significant copncession in zgreeing to
absorb the extra costs of the full AFPRB London Weighting recommend-

(Eij‘atfbns within the revised MOD cash limit. In view of this ne s=2es
no justification for overriding - for The firsi timg - the
recommendations of the AFPRB, especially in a pay year in which the
Government has already accepted the Review Bod?*ﬁ‘mﬁjor recommenda-
tions on all other forms cf Forces pay.

MGttt

My Secretary of State would be quite happy for this to go to
the Prime Minister for a ruling but he feels that, before this is

| done, he should ask the Chancellor to ~onsider again the basis of
- uhis earlier response.

Copies of this letter go to the recipients of yours.

Yo sy
ﬁ;o\xﬁm

(N H R EVANS)
J O Kerr Esq

CONFIDENTIAL
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MR. PATTISON c.c. Mr. Scholar (or)
Mr. Hoskyns

London Weighting for the Armed Forces

It looks from the letter of 21 Degeﬁﬂer from the Chancellor's

Private Secretary to Mr. Nott's Private Secretary as if the
Prime Minister will have to arbitrate between them on the
question of the AFPRB's recommendation on London Weighting.

If Mr. Nott concedes, well and good; if not, my own view

is that the Prime Minister should support the Chancellor, thus
providing MOD with the first taste of the fact that the

armed forces can no longer expect preferential treatment. At a
time when, as Mr. Nott knows, and has agreed,fﬁir commitment

to armed forces comparability is being reviewed, it would not

be a bad thing to fire a shot across their bows.

24 December, 1981.

CONFIDENTIAL




Treasury Chambers, Parliament Street. SWIP 3A(
01-233 3000
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LONDON WEIGHTING FOR THE ARMED FORCES

The Chancegllor has seen Sir Harold Atcherley's letter of
23 Noyember to the Prime Minister, Michael Scholar’s of
26 November toc me, and Nick Evans' of 3 December. — &~/
He has noted that the Armed Forces Pay Review Body recommendations
would, on the basis of the Pay Board formula of 1974, produce
increases in London Weighting renging from 10.7 per cent to

17.5 per cent. Such increases would be considerably in excess

of those awarded or negotiated in other parts of the public sector
which have previously followed the Pay Board formula; civil
servants have had a 7 per cent increase imposed, and the Chancellor
is writing separately in response to the Home Secretary's letter of
14 December about the police.

THB“ hancellor understands that the Review Body took the view that
ﬂembeﬁs of the armed forces are different, because they are obliged
to live and work in London, and should not be put at a financial
disadvantage relative to their service colleagues elsewhere. He

L
-

*.
5

|—- o

J -0 @ @

this view: others, s.g. mobilecivil servants
armed forces in the Ministry of Defence, are
ndon; and the argument of financial

is counterparts outside London has not been
g elsewhere in the public sector.

does not himself
working alongside
obliged to work i
disadvantage vis
accepted as overr

l~'- il

p—t

like Lady Young - her Private Secretary's

believes that it would be very difficult
creases for the armed forces greater than

: —-—-—
ounterparts on the grounds of the
armed forces pay. It was a commitment
ble wlbh those of such counterparts;
e than honoured by the Government's
d

y 's recommendations on basic

(&)
3

Moreover, the Cha
letter 05 24
to justif
those al
achﬁmme
un.v to

and a comn

aCceptance

pay .

=
3 0

r
©

P<oe OO
(u

S
i

= Ei'] -

=

(_
=

=
[ LR o B

ot ot -

o }—4
3 11 ) ‘-"
=
oo
T o)
o p e G T s Y il |
i)
3

ek oo

3 3

m
o000
- * -

-+
iy -

5
m 1 0

il (1)

compar
m

para
nar
B

=

n

<

iew Bo

=
=
—




CONFIDENTIAL

Although the Chancellor recognises that your Secretary of State
would be prepared to fund from within the revised Defence Cash
Limits the full cost of the AFPRB recommendations, he thinks it
right that the Government should maintain a consistent line on
London Weighting, and that the Prime Minister should accordingly
be advised to limit the increases for the armed forces to the

7 per cent imposed on the Civil Service.

Copies of this letter go to Michael Scholar at No.10, Richard Dykes
at Employment, Andrew Jackson at the Home Office and David Wright
at the Cabinet Office.







MR. SCHOLAR

LONDON WEIGHTING FOR MEMBERS OF HM FORCES

In his letter of 23 November to the Prime Minister, the
Chairman of the AFPRB recommends implementation with effect
from 1 April 1981 of revised rates of London Weighting for

the Armed Forces.

The complication here is the relationship between the
decision there has to be taken on Armed Forces London Weighting}
to the outstanding decisions ®a London Weighting for the police,
the teachers and local authority white collar workers, all
of which may have to go to arbitration. The Ministry of Defence
drew the attention of the AFPRB to this problem, but they
have concluded it is more important to get pay of those members

of the Armed Forces who live and work in London right.

I suggest that the Prime Minister need not be troubled
with this issue until advice has been received from the MOD
on implementation of the recommendation; and that you ask
the MOD to consult the Secretaries of State for the Environment
and for Education, as well as the Home Secretary and the

Chancellor, before submitting advice to the Prime Minister.

27 November 1981

HETANA R LY

o o AW




10 DOWNING STREET

From the Private Secretar) 26 November 1981

LONDON WEIGHTING FOR MEMBERS OF HM FORCES

I am writing on the Prime Minister's behalf
to thank you for your letter of 23 November
with its recommendations about the rates of
London Weighting for members of HM Forces.

I will place this before the Prime Minister at

once.

Sir Harold Atcherley




10 DOWNING STREET

From the Private Secretar) 26 November 1981

LONDON WEIGHTING FOR MEMBERS OF HM FORCES

The Prime Minister has received the attached
letter from the Chairman of the Review Body on
Armed Forces Pay which recommends increases in
the London Weighting for members of HM Forces.

We have acknowledged Sir Harold Atcherley's
letter. I would be grateful for advice on
what the Government's response should be to
these recommendations.

I am sending copies of this letter to
David Omand (Ministry of Defence) and David
Wright (Cabinet Office).

Xolulk)

John Kerr, Esq.,
HM Treasury.




Caxton House Tothill Stree

Telephone Direct Linie 01-213

Switchboard 01-213 3

GTN

Nick Evans Esq
Private Secretary
Rt Hon John Nott
Secretary of State
Ministry of Defence qu \
Whitehal _

LONDON SW1 : September 1981

1

FORCES

My Secretary of State has seen your letter of 14 September to Ji
Buckley about Londcn Weighting for the armed forces.

He agrees that we 1 implement whatever the Armed Forces
Body recommends ] ."__.- does not , however, ‘-.;'t; ink it necessary
’{'O m‘m"‘q wrasze it to recommend a .',..' 1 ting »
public ice groups, the
poss ;_1) le a itration, ©

level

London

Bod y 4O

recipiente of yours.
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OFFICE OF MANPOWER ECONOMICS

22 KINGSWAY
LONDON WC2B 6JY

Telephone 01-405 5944

The Rt Hon Margaret Thatcher MP
10 Downing Street
London SW1 2% November 1981

b% LA Mics: b

LONDON WEIGHTING FOR MEMBERS OF HM FORCES

1. The Ministry of Defence has recently submitted to the Review Body
evidence proposing an increase in London weighting for members of the armed
forces with effect from 1 April 1981. It seems appropriate to make our
recommendations on this matter, which affects only a small proportion of men
and women in the Services (about 5 per cent at any one time), by letter
rather than by way of a supplementary report.

2 The present arrangements for London weighting in the armed forces were
introduced with effect from 1 April 1974, following recommendations made in
the Second Supplement to our Third Report . They are based gn the approach
proposed in an Advisory Report by the Pay Board in that year , modified to
take account of the specific circumstances of the armed forces. Accordingly,
the elements in the Pay Board formula covering the additional costs of
housing and travel to work in London are excluded. In general, these are
not relevant to the armed forces because the Services provide accommodation
in London at charges which are standardised throughout the country; and also
reimburse some of the additional costs of travel to work. The basic rates
of London weighting for members of the armed forces are derived, therefore,
only from the remaining elements of the Pay Board formula, though higher
rates are payable to those who are owner-occupiers and travel daily from
their homes to work in London, thus incurring additional housing costs in
the same way as owner-occupiers outside the Services.

3 On this basis, the following rates of London weighting are appropriate:

Inner London Outer London
£ £

Basic rate 518 296

Owner-occupier rate 788 409

lReview Body on Armed Forces Pay, Second Supplement to Third Report 1974,
Cmnd. 5853, January 1975.

ZPay Board Advisory Report 4, London Weighting, Cmnd. 5660, July 1974.




b, In their evidence to us, the Ministry of Defence drew attention to the
fact that certain other public service employees have been offered increases
in London weighting below the levels that might arise from a strict applica-
tion of the Pay Board formula. It was suggested that we might wish to take
account of this development in reaching our conclusions. We have given
careful consideration to the point. It is our wview, however, that those
members of the armed forces who are obliged to live and work in London
should not be put at a financial disadvantage relative to their Service
colleagues elsewhere. Consequently, we recommend that the rates of London
weighting set out above should be implemented with effect from 1 April 1981.
We estimate that the additional annual costs arising from this recommendation
are £83%0,000.

{AROLD ATCHERLEY, CHATRMAN
REVIEW BODY ON ARMED FORCES PAY
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MANAGEMENT IN CONFIDENCE
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MINISTRY OF DEFENCE U M’w
MAIN BUILCING WHITEHALL LONDON 34V i
Telephone 01-3¥¥RX 218 2111/3

i

Btk a bk i
?uyu ftj 14th September 1981

Deass (M’ S . Pehb ﬂ
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In your letter of 25th June 1981 to Richard Dykes about
London Weighting you said that the Lord President would wish
his colleagues to take a strict line in applyinz London Weignting
payments to public sector employees and thinks that any proposal
to increase London Weighting by the full amount Jjustified by the
indicators should first be put to colleagues generally.

The Ministry of Defence has now prepared its evidence to
the Armed Forces Pay Review Body on London Pay for the Armed
Forces. This evidence, put forward on a similar basis each year,
is based on the formula proposed by the Pay Board in 41974 (Cmnd
5660) in which the relative indices in the year up to April
(normally published in the Dzpartment of Emplovment Gazette in
June) are updated for the AFPRB to consider. - A copy is attachad.

The Government has taken the view that the commitment to the
Armed Forces must stand and my Secretary cf State wculd be
grateful for his colleagues' agreement to the evidence going
forward. London Pay is clearly within the formal -terms of
reference of the Review Body, and is part of the process of
determining pay in the Armed Forces, whose special nature has
already been recognised by the Governmsnt. My Secretary of State
is in no doubt that any underpayment of London Pay against the
formula would be seen by the Armed Forces as inconsistent with
the Government's commitment to meet the award of the AFPRB.

I am copying this letter to the private secretaries of members
of EY,

J Buckley Esq

MANAGEMENT IN CONFIDENCE




PLY REVI=W - LONDON PAY

of De¥ence for the fhrmed Forces Pay Review BnAy)

i1l be oware, London P2y fer the Lrmed Forces
propocsed by thePay Bcard in their Repor
calculated annwal rates together with the actusl

. : o
n icssve zre piven helow:

nnnor If‘\i‘\f‘:i"\f‘ 1 " T"\_'hrqr‘-rn
. nney - SR d B) =f sl ek o Lodnby

(£ dailv) ‘ (£ dailv)

2%

numbers in receipt of Lonco
costs are shcvn at Attach 2.

The MOD proposes that the Review Rody should recommend the increase
rotes of London P2y shown at Attach 1 for implementation from 1 April

e

1021, The Civil Service Dﬂ“artmert and cther Government Departments

2ve been consulted in the preparation of this evidence.
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UPRATING OF LONDON PAY - DETATLED CALCULATIONS

The C2lculations shown below reflact the
Pay Board Rcnort

oy ; 3G
Formula: 1974 Difference X Lacex X Basic Rate of Tax %ﬁ? (excent wear and

100 tear)

4,

ALTOWANCE

Q
‘: - 6"-9‘ K -

144 .5
100

54 X X

Toetal of (i), (1i) and (iii) . 786,66

£pa (£ daily) £pa
Therefore new basic rate: 519,44 (1.42) 296,23

Owner Occupier Rate: 786.66 (2.16) L7 .84
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NUMBERS CURRENTLY IN RECEIPT OF LONDON PAY AND COSTS

\
. INNER LONDON OUTER LONDON

Basic Owner Basic Ovmer
Rate Occupier .Rete Occupier
Rate Rate

Numbers
RN

ARMY
RAF

Revised Cecsis
(£M)

RN

ARMY

RAF

Therefore Ldditional Cost: £6.460M - £5.629M = £0.821M




10 DOWNING STREET

THE PRIME MINISTER 27 August 1981

' L’,L lzarssel

Thank you for your letter of 7 August concerning the
pay of Service Medical and Dental Officers.

The Government was, of course, pleased that the profession
accepted our explanation of why we felt unable to implement in full
tnis year's Doctors and Dentists Review Body (DDRB) Report. We very
much appreciated the restraint shown by the profession. I do not
think, however, that it is right to say that this restraint has
resulted in your members in the Armed Forces being treated less
favourably than their combatant counterparts. In the Government's
view, by accepting the recommendations of the Review Body on Armed
Forces pay it nas stood by its commitment to maintain Armed Forces pay
at levels comparable to those earned by their civilian equivalents.
1t is for the Review Body themselves, as an independent source of advice
to judge wnat these comparable levels should actually be and the supple-
ment to their Tenth Report explains in some detail why they consider
that actual earnings, rather than those recommended by the DDRB should
be used as the appropriate analogue for medical and dental officers'
pay.

The BMA do, I understand, have the opportunity to submit
their own evidence to the Review Body concerning medical and dental
officers' pay and if you have reservations about the approach they have
adopted in arriving at their latest recommendations it is open to you

/to take this




to take this up with them directly in your submissions for the 1982
Pay Review. As far as the Government is concerned, however, it accepts

the Review Body's judgement on this point.

Dr. J. D. J. Havard, M.A,, LL.B,




MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-¥362390% 218 211 1/3

21st August 1981

pbgﬂ:;tgﬁiirhv .{::f“}°j~0’u°~

At . ¢

i

As requested in your letter of 11th August I attach a
draft reply, approved by my Secretary of State, for the Prime
Minister to send in response to the letter from the BMA
concerning Medical and Dental Officers pay. The terms of the
reply have been agreed with the DHSS. I understand that the
Minister for Health has received a similar letter from the BMA
to which he will be replying separately.

There is no substance to the BMA's complaint that there
has been discrimination against their members in the Armed
Forces. The choice of actual, rather than recommended, rates
of General Medical Practitioner pay as the basis for calculating
the pay of Medical and Dental officers is one for the AFPRB to
make and is fully consistent with their previous reports. The
Government would have no basis on which to advise them to take
any alternative approach. Nor, as far as can be ascertained, is
the BMA's letter the result of any formally expressed dissatis-
faction within the Defence Medical Services over their latest pay
award., Despite this however, it would be foolish to jeopardise
the BMA's currently conciliatory attitude over the NHS settlement;
the draft therefore suggests that if they wish to take the matter
further they should raise it directly with the AFPRB in the course
of the 1982 Pay Review,

A copy of this letter, and the draft, goes to Don Brereton

Vb’”’"g:f\xff

T P Lankester Esq

(B M NORBURY)
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. DRAFT REPLY FROM THE PRIME MINISTER TO THE SECRETARY, BMA

Thank you for your letter of 7th August concerning the pay of
Service Medical and Dental Officers.

The Government was, of course, pleased that the profession
accepted our explanation of why we felt unable to implement in
full this year's Doctors and Dentists Review Body (DDRB) report.
We very much appreciated the restraint shown by the profession.
I do not think, however, that it is right to say that this restraint
has resulted in your members in the Armed Forces being treated less
favourably than their combatant counterparts. In the Government's
view, by accepting the recommendations of the Review Body on Armed
Forces pay it has stood by its commitment to maintain Armed Forces
pay at levels comparable to those earned by their civilian equivalents.
It is for the Review Body themselves, as an independent source of
advice to Jjudge what these comparable levels should actually be and
the supplement to their Tenth Report explains in some detail why
they consider that actual earnings, rather than those recommended
by the DDRB should be used as the appropriate analogue for medical
and dental officers pay.

The BMA do, I understand, have the opportunity to submit their
own evidence to the Review Body concerning medical and dental officers
pay and if you have reservations about the approach they have adopted
in arriying at their latest recommendations it is open to you to
take thﬁs up with them directly in your submissions for the 1982
Pay Réview. As far as the Government is concerned, however, it
acoépts the Review Body's Jjudgement on this pdint.




11 August 19281

I enclose a letter from the Secretary
of the BMA about the recent award to doctors
and dentists in the Armed Forces. The Prime
Minister will nead to reply to this herself,
and I would be grateful if you could provide
a draft in consultation with DHSS.

I am sending a copy of this letter and
enclosure to Don Brereton (DHSS).

T p LANKESTER

B. M, Norbury, Esq.,
Ministry of Defence.




11 August 1981

In the Prime Minister's ahsence on
holiday, I am writing to acknowledge your

letter of 7 August. I will bring thils to

her attention as soon as possible, and a

reply will be sent to you.

T P LANKESTER

J. D. J. Havard, Esq.




PRIME MINISTER

This is a letter from the Secretary of the BMA
complaining about the 7 per cent pay increase for doctors
and dentists in the Armed Forces. Even though this was
what the Armed Forces Review Body recommended, he says that
they should have got the 9 per cent recommended for doctors
and dentists by the Doctors and Dentists Review Body (even

though we cut the latter back to 6 per cent).

This is all a little odd, and I cannot see that the
BMA really have much of a leg to stand on. Indeed, if we
had overridden the AFRB and given the Armed Forces doctors
9 per cent, there would no doubt have been shrill criticism
from the civilian doctors. (The BMA Secretary makes clear
at the end of his letter that he is only speaking on behalf

of the Armed Forces doctors and dentists!)

I think you will have to reply to this, and I will get
a draft from MOD and DHSS.

z 5

11 August 1981




o BRITISH MEDICAL ASSOCIATION

TANVISTOCK SQUARE - LONDON  WCIH “OJP

Telephone: o1-387 4499 Secretary : ]. D. ]J. Havard

Te]egrams: MEDISECRA LONDON WCIH 9)P MA MD LLB

Your Reference

Our Reference M/GR

Tth August, 1981,

Dear Prime Minister,

A key factor in our reaction to your decision to cut the recommendations
of the Doctors! and Dentists! Review Body this year, and in the restraint
which has been shown by the professions, was the assurance you gave us that
with the exceptions of the Armed Forces and the police, the government was
determined to limit salaries in the public sector within the 6% cash limit.

You explained to us that the exceptions mentioned were based on the risks
which are incurred by the Armed Forces and the police, and this appears
clearly in the agreed notes of the meetings which took place with yourself,
and afterwards with the Secretary of State for Social Services.

The restraint exercised by the professions was in large measure due to
the belief that the government was acting in good faith in a determined
attempt to reduce inflation, and I have little doubt that the restraint which
the professions have shown has been a major factor in enabling settlements to
be reached in other parts of the public sector within cash limits.

At the time it had not even occurred to us that our restraint might be
used against the interests of doctors and dentists serving in the Armed Forces
as they incur the same risks as other serving officers, However, this has
been the consequence of your having accepted the recommendations contained in
the Supplement to the Tenth Report of the Review Body on Armed Forces Pay
(Cmnd. 8322).

The decision to exclude serving doctors and dentists in this way will have
an adverse effect on the good faith with which the professions based their
regtraint in accepting for this year the cuts imposed on the recommendations
of the DDRB, and I must request that you urgently reconsider your decision so
as to ensure that these serving officers receive the 9% increase which they
are entitled to receive by virtue of their analogue with increases recommended
for GMPs by the DDRB.

In view of the special position of serving officers I must make it clear
that the representations in this letter are made on behalf of members of the

P.T'o.

Registered as a Company limited by Guarantee. Registered No. 8848 - England.
Rgg:srered Office - B.M.A. House, Tavistock Square, London WCTH 9JP.
Listed as a Trade Union under the Trade Union and Labour Relations Act 1974.




BMA and BDA serving in the Armed Forces and do not therefore have the support
of the Medical and Dental Directors General in asking for a review of this
year's award, Meanwhile, the professions as a whole will be deeply concerned
at the adverse effect of this discrimination against their colleagues in the
Armed Forces.

Yours sincerely,

The Rt, Hon. Margaeret Thatcher, MP,
10 Downing Street,

London,

S.W.1.







10 DOWNING STREET

NOTE FOR THE FILE

Lord Boyle's copy of the Sir Harold
Atcherley letter was not enclosed
with this handwritten note. I sent
him the copy with a compliment slip
today. Ian Gow said that at present

he is staying at:

Vice Chancellor's Lodge,
Grosvenor Road,

Leeds.

LS6 2DZ

VU6

3 August 1981
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THE PRIME MINISTER
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10 DOWNING STREET

PRIME MINISTER

You signed the letter
to Sir Harold Atcherley about

the AFPRB recommendations. In

it, you say that you are

sending a copy to Lord Boyle.
Do you want to attach some
personal note to this - here
is the copy with some paper

for the purpose if you wish

Y

to do so?

30 July 1981




10 DOWNING STREET

THE PRIME MINISTER 30 July 1981

i
ol

.‘fr..'.'{

Thank you for your letter of 14 July with which you forwarded
the recommendations of the Armed Forces Pay Review Body on the

pay of Service medical and dental officers.

I am writing to tell you that the Government has accepted
the Review Body's recommendations in full. I will be announcing
this decision by means of a Written Answer in the House of Commons
on Friday, 31 July. The supplement to the Tenth Report will be
published at the same time as Cmnd 8322. In the answer I shall

also be announcing an increase of 7% in the pay of medical Major

Generals to bring them to £23,005., I am therefore copying this

letter to Lord Boyle./

!

I am very grateful to you and the members of the Review Body

for your work in producing this revort.

Sir Harold Atcherley




10 DOWNING STREET
PRIME MINISTER

Here is a letter for you
to send to Sir Harold Atcherley
now that yvou are about to
announce acceptance of the
AFPRB recommendations on the
pay of service medical and
dental officers.

In the draft, you say
that you are copying the
letter to Lord Boyle.TFollowing

your meeting with Lord Boyle,
you may perhaps wish to send
a personal note covering

the copy of the letter to
Sir Harold.

I attach the copy with
some blank paper.

MAP

28 July 1981
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REVIEW BODY ON ARMED FORCES PAY - SERVICES MEDICAL AND DENTAL
OFFICERS

In my letter of 23rd July to Jim Buckley (CSD) I set out
my Secretary of State's proposals concerning the AFPRB
recommendations for levels of military salary for the Services'
Medical and Dental Officers.

You will have seen from Jim Buckley's reply of 27th July
that the Lord President is content that these recommendations
should be accepted and amnounced without delay, and that the
salary of medical Major Generals should also be increased by 7%.
I have confirmed that there are noobjections from HM Treasury or
the DHSS.

I enclose the draft of a Written Parliamentary Answer on
which the Defence Secretary would recommend that the Prime Minister
should give announcing the award, together with the draft of a
letter from the Prime Minister to Sir Harold Atcherley. Because
of the HMSO printing timetable copies of Cmnd 8322, the supplement
to the Tenth Report of the AFPRB, will not be available before
Friday and we would suggest that the Written Answer is given
therefore on Friday morning. I am copying this letter to John Wiggins
(HM Treasury), Jim Buckley (CSD), Don Brereton (DHSS) and to
David Wright (Cabinet Office).

J“"""“’"

(D B OMAND)/ -

T P Lankester Esg
MANAGEMENT IN CONFIDENCE




DRAFT LETTER TO SIR HAROLD ATCHERLEY

Thank you for your letter of l4th July with which you forwarded
the recommendations of the Armed Forces Pay Review Body on the pay

of Service medical and dental officers.

I am writing to tell you that the éovernment has accepted
the Review Body's recommendations in full. I will be announcing this
decision by means of a written anmswer iﬁ;the House of Commons on
Friday 3lst July. The supplement to the:Tenth Report will be published
at the same time as Cmnd 8322{ 1In the answer I shall also be

announcing an increase of 7% in the pay of medical Major Generals

to bring them to £23,005. /I am therefbre copying this letter to

Lord Boyle.

I am very grateful to you and the members of the Review Body

for your work in producing this report.




.r"il ervice
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01-273 4400
From the Private Secretary

2'( July 1981

David Omand Es
Private urnl&ﬁ
j"o'l"' D+ ‘f\' 2T1C
Main «u11uwnu
Whitehall
LONDON SW1A 2HB
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ORCES PAY — SERVICES MEDICAL AND DENTAI, NU wol~

ank you for your letter of 23 July 1981.

The Lord President is content that the recommendations o
AFPRB on the pay of Service Medical and Dental Officers
be accepted and announced without delay, and that the
Medical Major Generals should also be increased by 7%.

The cost of the award 1.8m) falls within the Government's
commitment to comparability of pay for the Armed Forces and it
would seem right t eat it in the same way as the main AFPRB
settlement.

ne Lord President i py with
Answer and the dra tter to Sir ﬁurold Abgncrley.

I am copying this letter to the recipients of yours.

Aauulhah_efgzg

b %

J BUCKLEY

MANAGEMENT IN CONFIDENCE
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MINISTRY OF DEFENCE

MAIN BUILDING WHITEHALL LONDON SW1 ’n

Telephone O1-d3sX0us 218 2111/3

13})

23rd July 1981

REVIEW BODY ON ARMED FORCES PAY - SERVICE MEDICAL AND DENTAL OFFICERS

”y Secretary of State has seen Tim Lankester's letter of
15th July covering the Supplement to the Tenth Report of the
AFPRB which recommends levels of military salaries for the Services'
medical and dental officers.

The report recommends increases of about 7% (gross) at each
rank level, compared to the average of 10.3% awarded this vear to
the combatant ranks following the Government's acceptance of the
AFPRB's Tenth Report. This lower percentage takes account of the
actual award of 6% to the General Medical Practitioners in the
National Health Service who provide the civilian analogue in th*s
case, as well as of a substantial increase (to 10%) in the deduction
for pensions. Mr Nott accepts this and all the other reCuﬂmcnﬁdth1
of the Review Body and he would like the Government's decision to be
announced without delay. He also wishes the cost of the award (£1.8&m)
to be treated in the same way as that of the main AFPRB settlement.

My Secretary of State hopes that Ministers can agree to accept
the supplement without discussion, as they have done in previous years.
The level of the settlement is not contentious and in any case falls
within the Government's continuing commitment to comparability of pay
for the Armed Forces. If Ministers agree, we would aim for an
announcement by the Prime Minister in the week beginning 27th July
in the terms of the enclosed draft (written) Parliamentary Question
and Answer. The draft also covers the outstanding question of the
rate of pay for medical Major Generals which was left for decision
until recept of this supplementary report. Mr Nott believes that in
line with other members of the groups covered by the TSRB they should

J Buckley Esq

MANAGEMENT IN CONI'IDENCE
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also receive an increase of 7% from lst April, bringing their pay
from £21,500 to £23,005. This will continue to provide a small
lead over the salary of the medical Brigadier receiving £22,450,

I also enclose a draft of a letter for the Prime Minister to
send to Sir Harold Atcherley, which we would propose to put forward.
I am copying this letter to Tim Lankester (No 10), to
John Wiggins (HM Treasury), Don Brereton (DHSS) and to David Wright
(Cabinet Office).

Y/
(W v

do

(D B OMAND)

TN CONTTRRMNOD




WRITTEN

Prime Minister if > W . make a statement

f medical and dental officers in the Armed Forces.

ANSWER

The Prime Minister

Following its earlier acceptance in full of the

recommendations of the tenth report of the Armed Forces Pay

Review Body, the Government has now decided to increase the pay
of service medical and dental officers by amounts averaging 7%
from 1 April 1980 in accordance with recommendations contained
in a supplementary report by the Review Body, which is published
today as Cmnd /-  _7. Copies are available in the Vote

Office.

The pay of medical Major Generals, which as I announced

on 15 May would be decided in the light of the recommendations

of the supplementary report, will also be increased by 7%

from 1 April.
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Thank you for your letter of I4 July with which you forwarded
the recommendations of the Armed Forces Pay Review Body on the pay
of Service medical and dental officers.

am writing to tell you that the Government has accepted
Body's recommendations in full. I will be announcing this

cision by means of a written answer in the House of Commons on

Js Thp supplement to the Tenth Report will be published

at the same time as Comnd /[ /£ In the answer I shall 2lso be
announcing an increase of 7% in the pay of medical Major Generals
to bring them to / £23,005 / I am therefore conying this letter to

_—

Lord Boyle,

o I am very grateful to you and the members of the

for your work in producing this report.







R

PRIME MINISTER

We have received the Armed Forces
Review Body's report on salaries for medical
and dental officers in the Armed Forces.

It recommends a 7% increase of the various
grades covered —H;Té. up to brigadier.
This compares with the 10% awarded to the
Armed Forces generally, and the 6% awarded
to doctors and dentists in civilian

practice.
On the surface, this looks a reasonable

compromise, But I will get advice from

Departments.

15 July 1981




10 DOWNING STREET

From the Private Secretary 15 July 1981

I am writing to acknowledge your letter
of 14 July with which you enclosed the
supplement to your Review Body's 10th Report.
I will of course place this before the Prime
Minister, and a reply will be sent to you
as soon as Ministers have taken a decision on

your recommendations.

Sir Harold Atcherley




10 DOWNING STREET

From the Private Secretary 15 July 1981

We have now received the supplement to
the Armed Forces Review Body's 10th Report,
covering the salaries of medical and dental
officers in the Armed Torces. I would be
grateful for advice on the substance and
handling of this revrort. This should include,
please, a draft letter forthe Prime Minister
to send to Sir Harold Atcherley (I enclose
a copy of his letter).

I am sending a copy of this letter and
enclosure to Don Brereton (Department of Health
and Social Security), John Wiggins (HM Treasury)
and David Wright (Cabinet Office).

I enclose for you a copy of the report;
could other copy recipients please obtain
their copies direct from the Office of Manpower
Economics,

B.M. Norbury, Esq.,
Ministry of Defence.




OFFICE OF MANPOWER ECONOMICS

22 KINGSWAY
LONDON WC2B 6JY

Telephone 01-405 5944

The Rt Hon Margaret Thatcher MP 14 July 1981

10 Downing Street
London SW 1

M T,

REVIEW BODY ON ARMED FORCES PAY

I enclose a supplement to our Tenph Report, which contains our recommendations
on the military salaries that we consider to be appropriate at 1 April 1981
for medical and dental officers in the armed forces up to Brigadier and
equivalent. The completion of this report has had to await decisions on

the increases to be applied this year to the earnings of general medical
practitioners in the National Health Service, which we use as a basis for
comparison in forming our recommendations.

These recommendations complete our 1981 review of the pay of those members
of the armed forces who are within our terms of reference.

di nosm ~47
34@\,%1 Vﬁvﬂf—&]

HAROLD ATCHERLEY, CHAIRMAN
REVIEW BODY CN ARMED FORCES PAY







PRIME MINISTER

You asked (below) about the existing arrangements for

parental contribution to boardingi?chool costs for defence

statff. These were summarised in Lord Trenchard's earlier
————— - = i .
letter to you, which is at Flag A. I have sidelined the
ﬁ -
relevant paragraph. You will see that this does mean a
contribution in the case of servicemen who use the more

expensive schools.

Tony Marlow's complaint to you (Flag B) was about the

threat of further changes. Lord Trenchard's decision is to

leave matters as they stand for the time being.

May we let the matter rest for the present?

/h

18 June 1981




PRIME MINISTER

You were concerned about the possibility
of changes in the Ministry of Defence board-

ing school allowance arrangements.

Peter Blaker now writes (below) explain-

ing that the Ministry have decided to make

— s

no changes. As Mr. Blaker says, this does

. —

not require any further letter to Tony

Marlow, as you only committed yourself

to write again if there were changes.




MINISTER OF STATE FOR DEFENCE
WHITEHALL LONDON SWIA 2HB

Telephone %o zRXx 01-218-2216

9th June 1981
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Tom Trenchard wrote to you on 27 April 1981 giving the back-
ground to the Ministry of Defence's examination of the levels of
Boarding School Allowance for members of the Armed Forces and
enclosing a draft letter to Tony Marlow who had raised the subject
with you. You wrote accordingly to Tony Marlow on 28 April.

In Tom Trenchard's letter he said that any decisions on
Boarding School Allowance would have to be taken in conjunction
with the CSD. We have discussed the subject with Barney Hayhoe
and we have both decided that the time is not ripe for making any
changes. On the one hand, there are no strong grounds for
increasing the size of the allowancej; and, on the other, the
climate is not right for introducing a parental contribution which
would affect only those using the less expensive schools,

I am writing therefore to tell you that we propose to make
no changes to the scheme for the time being. The terms of your
letter to Tony Marlow are such that there is no need, I think,
to write to him again.

I am copying this letter to Barney Havhoe.

4

7 ity A4 E/('
S A

PETER BLAKER

Rt Hon Margaret Thatcher MP
Prime Minister
10 Dowing Street
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10 DOWNING STREET

THE PRIME MINISTER ) 14 May 1981

. ghl {JZVun(c('

Further to my letter of 27 April, the Government has now
considered the Tenth Report of the Review Body on Armed Forces
Pay which you sent me under cover of your letter of 15 April.
I am pleased to tell you that it has agreed to accept in full
all the scales of pay and charges which the Review Body has
recommended. I shall be announcing this decision by Written
Answer in the House of Commons on 15 May. The Report will be

published as Command 8241 on the same day.

I should like to thank you and the members of your Review
Body once again for the detailed work which has clearly gone into

the preparation of this Report.

iy n,iu,xx(:?
/2 (_,C T /—DHL‘I'VLG'\

Sir Harold Atcherley




CONF IDENTTIAL

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1A 2HB

Telephone 01-218 .211 1/(i3rrect Dialling)

01-218 9000 (Switchboard)

12th May 1981

%u,i Q\;L{;

REVIEW BODY ON ARMED FORCES PAY

Further to my letter ofzéﬁfﬂ April to
/ Nick Sanders I now attach the draft of a
letter which the Prime Minister could send
to Sir Harold Atcherley once a final
decision has been taken on the date of
publication of the Tenth Report of the

AFPRB.

{\/“\ ‘t/\,‘\..j

M A Pattison Esq

CONFIDENTIAL




DRAFT LETTER FROM PRIME MINISTER TO SIR/HAROLD ATCHERLEY

Further to my letter of 27 April, the Government hes now
considered the Tenth Report of /The Review Body on Armed Forces Pay
which you sent me under covgr of your letter of 15 April. I am

pleased to tell you that if.has agreed to accept in full all the

e bl 4+ 1 mvr RAA A S A A AT AT A
which the Review Body hag recommended,

I shall be announcing/this decision in the House of Commons on

]l{ lay. The Repo;% will be published as Command 8241 on the same

daye.

rr,’
/

I should I;Ke to thank you and the members of your Review Body

once again for/the detailed work which has clearly gone into the

/

preparation qf this Report.







10 DOWNING STREET

THE PRIME MINISTER 28 April

Dear Tony,

Thank you for your letter of 16 March about educational
allowances for Servicemen and diplomats and your fears that
the differential between the schemes for these two groups might

be increased.

The position is currently as stated in my Written Answer
to you of 13 November last year. Various modifications to the

Ministry of Defence scheme have been considered over a long period
but no decisions have been taken. The relative position of
Servicemen and diplomats will be kept fully in mind.

We shall, of course, let you know if we decide to make

changes in the MOD scheme.

Yours ever,

(Sgd)  MT

Tony Marlow, Esq, MP
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MINISTER OF STATE FOR DEFENCE
WHITEHALL LONDON SWIA 2HB

Telephone 01-218 6621 (Direct Dialling)
01-218 9000 (Switchboard)

D/MIN/TT/13%3/3

27 April 1981

BOARDING SCHOOL ALLOWANCE

I have seen your Private Secretary's letter of 16 April

sked for more background information for you.

in which he a
It might be helpful if I sketched out where we have reached.

Boarding School Allowance is provided to assist Service
parents who wish to send their children to boarding schools
in the United Kingdom rather than to the Army schools the
Ministry of Defence provides at the larger overseas stations,
or other local schools. Under the present arrangements,

Servicemen may reclaim school fees, within limits which are

adjusted regularly. The balance of the fees above the maximum

allowance is intended to represent the Serviceman's contribu-
tion to the cost of educating his children, recognising that
he has an element of choice. Many Servicemen effectively
make this contribution but those using the cheaper schools,

mainly (but not exclusively) the junior ranks, do not.

The position I found when I first came to this problem
a few weeks ago, was that the Ministry of Defence had put
evidence to the Armed Forces Pay Review Body three years ago

on this subject. That evidence suggested a change in the

/current

The Rt Hon Margaret Thatcher MP




current basis of the allowance so that, in future, all parents
would effectively make some contribution to the cost of their
children's school fees.‘-igére was no question of any additional
bureaucracy to "collect" the contribution. The allowance

would simply be calculated as a fixed percentage of school

fees, subject to a maximum allowance. In the transition from
the present system to the new it was intended that full
protection would be given to those who had already committed
themselves to boarding school education for their children.

The second element of the evidence suggested an increase in

real terms in the maximum of the allowance over and above

the annual increases which are anyway index linked. Some

doubts were expressed within the Ministry of Defence,
particularly by the Navy and also by the RAF, that this
package would increase the total cost of the allowance.

The cost estimates were based on a number of assumptions,
some of which are debatable, but the evidence concluded that
there would probably not be an increase in the total cost.

The Review Body have been sitting on this evidence ever
since. They wanted to make recommendations this time round
but first of all sought advice on whether the Government
still endorsed the principles involved. This was put to me
and I saw some difficulty with it. Even if there was to be
no extra cost from the package, it did mean generally that
we would give more money to the higher paid Servicemen while
giving less to the lower paid. There was a clear risk that
this would attract unwelcome criticism of the allowance. 1

am not saying that there was no case for a real increase in
the maximum rate of the allowance, but that doing so at the
same time as reducing the money at the lower end of the scale

wad inviges Mo ALt Xl L Vaguaspad (¥ 07’&15;.

lﬁb therefore decided that we should ask the AFPRB to

consider the question of a parental contribuytion on its own

merits in the first instance, leaving the possibility of an

e

adjustment to the maximum for the future. In the event, the

—

/Review




Review Body has declined to consider the evidence piecemeal

and has indicated at it regards the question as more

appropriate for manageme It therefore remains for us to

decide to introduce a rental contribution now and, perhaps,
to alter the maximum r s at some future point. These are
decisions which we will have to take in conjunction with the
Civil Service Department and I shall be writing to Barney
Hayhoe in the next few days. In view of your interest, 1
will report to you before any final decision is taken. In

the meantime, you may wish send Tony Marlow a reply on

h to
the lines of the draft attached to my minute of 15 April.

-

) A _/‘“‘f‘"

Lord Trenchard







CONFIDENTIAL

MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01% 218 2111/3

24th April 1981

J

&e
*:)ac'@iﬂ“l(r
%(N NRYNA Ve Za%

REVIEW BODY ON ARMED FORCES PAY 41;

In your letter of lipﬁ'April you asked for the draft of
a short letter for the Prime Minister to send to Sir Harold Atcherley
in acknowledgement of the AFPRB's Tenth Report. This is
attached. We will let you have further advice together with
a letter on the substance to Sir Harold, and a draft announcement
when we know the outcome of Cabinet consideration of the Report.

N J Sanders Esq

CONFIDENTIAL




DRAFT LETTER FROM PRIME MINISTER TO SIR HAROLD ATCHERLEY (ak'

o£gt¢o£ rhwmuv‘

Emom(c.j)

REVIEW BODY ON ARMED FORCES PAY

Thank you for your letter dated 15th/April enclosing the
Tenth Report of the Review Body on Armled Forces Pay. The
Government are now considering thg Report and I shall write
to you again as soon as a decjySion has been reached on the

Review Body's recommendatioss.




10 DOWNING STREET

From the Private Secretary = 16 April

Boarding School Allowance:
Correspondence from Tony Marlow MP

On 7 April I wrote to you about a draft reply to
Tony Marlow MP which you had supplied, and we have now
received Lord Trenchard's minute of 15 April.

Immediately before her departure for India, the
Prime Minister raised this matter with us again. She
made it clear in no uncertain terms quite how unhappy
she had been with the original draft and indicated that
she was looking for early decisions. Given that degree
of concern on her part, I think it would be helpful if
we could have, in addition to Lord Trenchard's minute,
a short background note describing the issues which are
now under consideration and indicating how long it is
likely to be before it will be possible to report your
Ministers' conclusions to us. Could you please let me
have something along these lines by close of play on
Monday 27 April.

Derek Piper, Esq.,
Ministry of Defence




10 DOWNING STREET

From the Private Secretary 15 April 1981

Review Body on Armed Forces Pay

We have today received the Tenth Report of the Review
Body on Armed Forces Pay, under cover of the attached letter
from the Chairman. The Report is due to be discussed in
Cabinet on 30 April; no doubt your Secretary of State will

be putting around a paper in due course,

I should be grateful if you could let me have a short
draft letter for the Prime Minister to send to Sir Harold

Atcherley, to reach us here by Friday 24 April.

I am copying this letter to John Wiggins (HM Treasury),
Richard Dykes (Department of Employment), Jim Buckley (Civil
Service Department) and David Wright (Cabinet Office).

Copy addressees will be able to obtain copies of the Report
itself from the Office of Manpower Economics.

N. Js SAND: 1o

Brian Norbury, Esq.,
Ministry of Defence

CONFIDENTIAL




MINISTER OF STATE FOR DEFENCE

D/MIN/TT/13/3

Prime Minister

BOARDING SCHOOL ALILOWANCE

Your office returned the draft letter that
officials had prepared for you to Tony Marlow MP on the
above subject. The letter was not suitable for an
additional reason, namely that no final decisions have
been taken on what to do about Boarding School Allowance
and I would not have wished, if I had seen the letter,
for you to intimate at this stage that we had any

immediate intention of doing anything. Rather than

give you the pros and cons of differing views on what,

if any, changes are needed, I would suggest that the
attached non-committal, but more reassuring, letter might
be sent to Mr Marlow at this stage and that I give you an
undertaking that, before we reach any commitment stage,
we will put any proposals for change to your office to
seek your views. We are not seeking to be mean; perhaps
we could keep the problems here and not waste your time
until we have them clearer. I could explain a long and
complicated background but would prefer to rationalise
the situation before doing so.

1S April 1981
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Thank you for your letter of 16# March about
educational allowances for Servicemen and diplomats and
your fears that the differential between the schemes

for these two groups might be increased. S/
7

P The position is currently as stateq/iﬁ/;;/;;itten

Answer to you of 1%%h November last y€ar. Various
modifications to the Ministry ofDefence scheme have
been considered over a long pfriod but no decisions
have been taken. The reldtive position of Servicemen
and diplomats will be Xept fully in mind. Sheuld—eny—

decision
John Nott

Trform you of them and of the reasons
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OFFICE OF MANPOWER ECONOMICS
22 KINGSWAY
LONDON WC2B 6JY

Telephone 01-405 5944

CONFIDENTTAL

The Rt Hon Margaret Thatcher MP
10 Downing Street
London SW 1 15 April 1981

REVIEW BODY ON ARMED FORCES PAY

I enclose the Tenth Report of the Review Body on Armed Forces Pay,
containing recommendations on the levels of pay and charges that
we judge appropriate for members of the armed forces from 1 April 1981.

As usual, our recommendations for Service medical and dental officers
will follow as soon as possible in a supplement to this report, when
the 1981 recommendations of the Review Body on Doctors' and Dentists'
Remuneration are known. i

[]%‘“J -aP‘llln (@ 2 i_—ét/ p

r,

04'@.#4{ ‘fh"f‘”‘?

HAROLD ATCHERLEY, CHAIRMAN
REVIEW BODY ON ARMED FORCES PAY

CONFIDENT IAL




7 April 1981

Boarding School Allowance:
Correspondence from Tony Marlow, M.P.

The Prime Minister has seen the draft reply to Tony
Marlow, M.P., which you sent us under cover of Jill Ferguson's
letter of 2 April. She is not hapvpy with it.

She has commented that the Home Savings Contribution
seems to her to be mean, and that she doubts whether it is
worth collecting. She has also commented that she does not
agree that it would be justifiable to modify the scheme @0
that all Service personnel would make a contribution.

I should be grateful if you would revise the draft in

he light of these comments, and let me have the revised
version by the end of this month. I think that it might be
worth ad¥INE a note about tne Xaministrative cost to the
Departments concerned of the current '"grossing up' arrange-
ments for boarding school allowances, since this is an area
where, in principle at least, economies might be made.

If there are any other suggestions for changes to the
arrangements which you would like to put forward, I am sure
that the Prime HMinister would be glad to have them.

I am copying this letter to Francis Richards (TForeign
and Commonwealth Office), and for information to Peter Shaw
(Department of Education and Science) and Richard Tolkien
(H.M. Treasury).

N. J. SANDERS

D. T. Piper, Esq.,
Ministry of Defence.




MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SWI1A 2HB

Telephone 01-218 6312(D|fec! Dialling)

01-218 9000 (Switchboard)

D/S of S/PS/10 2nd April 1981

o 1ok

Thank you for your letter of 20th March
addressed to Derek Piper.

I attach a reply, which has been cleared
with the FCO, for the Prime Minister to send
to Tony Marlow - the reply refers to a
written Parliamentary answer given to
Mr Marlow on 13th November 1980, also attached,

Y Oesienelyy

du\i P@/\%Wm |

JILL FERGUSON
Parliamentary Clerk

N J Sanders Esq




. mT REPLY FROM THE PRIME MINISTER TO MR TONY MARLOW, MP

Thank you for your letter dated 16 March about education allowances

for Servicemen and diplomats.

I explained to you in a written answer on 13 November last year the
reason for the differences between the education allowances qﬁailable

to Servicemen and diplomats, which stem from the different oﬁnditiona

of service of the two groups. The rates of Boarding School Allowance

set out in that answer have continuedto apply for both thé Diplomatic
Service and the Armed Forces, although they are all currently under review

in the light of recent increases in boarding school feges.

It was never the intention that the MOD scheme ghould meet the full
cost of a boarding school education because Service/parents have a choice
as to where to send their children to school, eveg;when they are serving
overseas. You will no doubt be aware that Serviqé schools are
established in countries such as Germany, Gibraltar, Cyprus and Hong Kong
and provide, so far as possible, the same patr of education for the
children of Servicemen stationed there as that provided by Local
Education Authorities in the UK.TPThe principle of the Armed Forces
Boarding School Allowance scheme that parents should make a contribution
towards the education of their children jis not,thereforq,diacriminatory,
as you suggest. Indeed without at least a2 minimum contribution many
Service parents will be enabled to make a profit at the tax-payers'
expense through the savings at home Occasioned by the absence of the
child. This is acknowledged in the Home Savings Contribution (currently
76p per day) required to be paiiéﬁ& Service parents who send their
children to the free boarding 8G ools administered by the Services
overseas, or to private boardi?é schools overseas for which the fees are

Ke 777 /
refunded bkaDD. /

On the other hand, contrary to the intentions of the scheme, parents
who send their children to boarding schools in the United Kingdom with




- 2=

.' .es below the current meximum levels of the allowance make no

contribution towards the cost of educating their children. Surveys have
shown that such parents form a significant proportion of those drawing
boarding school allowance. The Ministry of Defence is, therefore,
considering modifications to the scheme to ensure that in future all
Service personnel make a reasonable contribution. I believe that this

would be entirely justifiable, for the reasons I have given.

/r7
It would be the MOD's intention, however, to provide adequate notice
of the change and to give protection to those parents already committed
to a boarding school education for their children.

The needs of the Diplomatic Service are different, since its members
gpend the major part of their careers overseas, often in countries where
there are no suitable educational facilities for British children.
Previous studies of the Boarding School Allowance arrangements for the
Diplomatic Service and Armed Forces have come to the conclusion that
there is a bagic difference in the circumstances of the two groups and

that a different form of allowance is appropriate.
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Mr. Mariow asked the Prime Minister
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tion compare as between the children of
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'The Prime Aiinister: As mcembers
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20 March 1981

I attach a letter the Prime Minister
bas received from Tony Marlow, MP, about
the differential between the education allow-
ance avallable for servicemen and diplomats.

I should be grateful if, in consultation
with the Foreign afld Commonwealth Office, you
could let me have a draft reply for the Prime
Minister to send to Mr, Marlow, to reach us
here by ¥riday 3 April.

I am copying this letter and its enclosure
to Frauncis Richards (Foreign and Commonwealth
Office) and for information to Peter Shaw
(Department of Education and Science).

N J SANDERS

DerekPiper, Esq.,
Ministry of Defence.
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1981
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eLill

your

writing on behalf of the Prime
to acknowledge

letter of
ill plLace

this

before the Prime
you will be sent a Teply
ible.

Tony Marlow, Esq., MP.




From: TONY MARLOW, M.P. for Northampton North celb

AAAA

HOUSE OF COMMONS
LONDON SWIA OAA
16th March, 1981.

The Rt.Hon.Mrs.M. Thatcher, PC MP,
Prime Minister.

faNe Vo=

I understand that the gap between the education
allowance available to servicemen aad diplomats

is to be widened still further. I also believe
there is a possibility that service parents

will be, requlngd to.make a parental contrlbutlon,,
whereas’ thl&ﬂill»l net apply to, pax:ents in the
Foreign, Service. ' If/this dees: h@ppen it would
seem ' ™be JMqghlv Q1sgr1m1ﬂafng4hfdh_‘ "

I ‘would be 1ntereste&*to know; on. what. principle
the Government may be b351ng Such a decision.
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. . Blind cc:- Mr Vereker
Mr Ingham
Mr Hoskyns
Mr Wolfson
Mr Walters

22 January,1981

I enclose my note of the Prime Minister's
meeting yesterday with the Chairman of the Armed

Forces Pay Review Body.

I am sending a copy of this letter and enclosure
to John Wiggins (HM Treasury) and David Wright
(Cabinet Office).

4

Brian Norbury, Esq
Ministry of Defence




Treasury Chambers, Parliament Street, SWIP 3AG
0Ol-233 3000

20 January 1981

T P Lankester Esq
Private Secretary
No 10 Downing Street

Dsco Tew
_Ix_j;_._ (L ]

.J am attaching the brief which has been prepared
by the Treasury for the PM's meeting tomorrow
with Sir Harold Atcherley of the Armed Forces
Pay Review Body.

I am copying this letter and enclosure to
Don Brereton, David Omand and David Wright.

R I TOLKIEN




CONFIDENTIAL

$EME® BRIEF FOR THE PRIME MINISTER'S MEETING WITH SIR HAROLD ATCHERLEY

Te This is the last of your three meetings with the Chairman of

the Pay Review Bodies. The circumstances of the AFPRB make it
necessary to adopt a rather different approach to that taken with the
Chairmen of the other two bodies. The points you may wish to get

across are.

the Government : commitment to maintain
the pay of the ¥o : level of their

counterparts.

it recognises that the recommendations of the AFPRF

are arrived at by a well established methodology.

nevertheless it wishes the AFFRB to take full account
of the present economic climate in forming its

recommendations.

In particular, the Body should recognise that the
strong financial pressures on outside employers are
already producing a dovnward trend of pay settlements.
It should also take full account of the value of the
relative security of employment enjoyed by members of
the Armed Forces at the present time and the value ©
this as reflected in curreni recruitment and retention
Smn

figdres- The AFPRB -lrp&dy nave the det&iled i.'ﬂf".\:".'?'.lt.i-:":‘.

on recruitment and ?etentioui?

CONFIDENTIAL
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Attached at Annex A is a draft of the letter you might send to the

Chairman following the meeting.

2e On coming into office, the Government made a firm commitment to
maintain the pay of the Armed Forces at the levels of their civilian
counterparts. This was reaffirmed by yourself in July and again by
Mr Pym in December last year. The Government has agreed but not yet
announced that the Ministry of Defence cash limit will be reviewed in
the light of the Government's decisions &n the recommendations of the

AFPRB in their 1981 report.

Comparability and related factors

3 The Government's commitment is in effect to the maintenance of
the doctrine of pay comparability for the Forces. In any case compara-

bility plays a very much greater part than it does in the recommendations

of the TSRB and it is arrived at by a well-established and precise
e —————— e ———

methodology which has also been well publicised in the Body's previous
ﬁ_—

reports. The scope for influencing the AFPRB's recommendations in a
downward direction may therefore be small. Nonetheless it cannot be
assumed that it is negligible. If the Government's commit-
ment on comparability is to remain defensible, it is essential that the
comparability methods used should be fully defensible, and take account
of 21l relevant factors. The AFPRB will be as concerned as you to

achieve this.

k. The AFPRB's system for establishing basic pay works by looking at

the levels of earnings of the 'civilian counterparts' at the latest
—

dates on which information is available about them (this is generally

November preceding the date of award for other ranks and January for

officers) and by forecasting the subsequent movement of these earnings

CONFIDENTIAL
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between those dates and the following 1 April. Basic pay calculated in

this way is then adjusted to take account of fringe benefits and of

the balance of advantage and disadvantage of Service life by comparison

with civilian life.

5. There are three points you may wish to make on this:

a)

in spite of the methodological difficulties, it
is essential for any comparability arrangements to

allow for factors such as Jjob security ¥ labour supply
L - ’ T

and demand, Supply and demand, as

evidenced by recruitment and retention figures, has
already been noted above. Job security is particularly
relevant in current circumstances, given high unemploy-
ment and widespread plant closures and redundancies in
the private sector. You might like to give Sir Harold
Atcherley the table at Annex B which shows, for example,
that 1.4 million redundancy payments between 1975 and
1979, only 7800 went to Government employees (including

the NHS), and 11600 to others in public administration.

These two together account for less than 1.5% of the

redundancy payments but well over 10% of total employ-
ment. More recently, the unemployment figures show a
similar picture. The August 1980 figures, classified
by last recorded job, show an unemployment rate of
3.0% for central and local government, compared with

6.7% for the private sector.

the forecasting of the subsequent movement of earnings

is affected by the level of current settlements. The

Review Body has available to it in the later stages of
CONFIDENTIAL
5
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its deliberations a wide range of information on the
current levels of settlement in outside employment
(for example, indices for various sectors of industry
provided by the Department of Employment). This is
however an area of judgement in which the AFPRB has

to rely on the broad experience of its members, two

of whom are distinguished industrialists, and you

will wish to stress the importance of this judgement
being realistic. The latest DiEm figures show that the

average level of private sector settlements had fallen

again to 102% in mid-December (compared with,1%% in

November and 13% in October). Most of the settlements
recorded so far were in manufacturing industry, where
the average level vas just above 10%. This is not

far from the CBI's Pay Data bank (of medium sized
manufacturing companies) which showed an average of

10.6% in December;

in the final adjustment to take account of

fringe benefits and the comparison with civilian

life, the AFPRB could be encouraged to take full

account of current circumstances in outside employ-

ment.

Economic and financial factors

6. Government's primary economic aim is to combat inflation. To
that end it is determined to secure a progressive reduction in monetary

growth and to pursue firm fiscal policies consistent with that course.

CONFIDENTIAL
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Financial pressures on employers are severe and (as indicated above)
are already producing a downward trend of pay settlements in both the
public and private sectors. The Forces pay settlement must be set at
a responsible level both because of its impact on public expenditure

(this is strengthened by the impact of the recession in forcing up the

PSBR, one factor in the current overspending!jand because it is necessary

for the Government to demonstrate that it is not immune from the
financial pressures which limit the ability of all employers to finance
pay increases at the present time, and that it does not expect the

burden of adjustment to fall upcn the private sector alone.

7. At your lunch with the TSRB on 10 November, Sir Harold Atcherley

said that the Review Bodies would lose their credibility if they began

—

to take into account general economic considerations. He considered
__'_._,_.—-—-—-_'—._.__ —
that they could spell out some of the wider considerations which the

Government might have to_take into account in reaching a decision on
their recommendations, but they could not base their recommendations
on these considerations. You may wish to point out that Review Bodies

have to maintain credibility, not only with their client groups, but

with the public as a whole: refusing to take any account of economic
e ——

factors in reaching their recommendations is a sure way of losing that

credibility. t is not going to bs easy for the AFPRB to reach the
———

correct balance, given the conflicts involved: nonetheless you may

wish to stress the Government's view that the AFPRB should take account

of economic and financial factors wherever possible, rather than simply

noting them passively.

CONFIDENTIAL
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® CONFIDENTIAL

Doctass

PRIME MINISTER

Your discussion with Lord Plowden yesterday took a turn which made
it unnecessary for the draft letter (which you showed to him) to be considered
further, at any rate for the time being, in the context of the Top Salaries
Review Body.

2. You are, however, to see the Chairmen of the other two Review Bodies
next week, and I expect that you will want to have by you draft letters which you
can show to them.

3. 1Itherefore attach revised versions of the draft letters to the Chairmen
of the Doctors and Dentists Review Body (Sir Robert Clark) and the Armed
Forces Review Body (Sir Harold Atcherley).

4. The draft letter for Sir Robert Clark follows closely the draft letter
prepared for Lord Plowden.

5. The draift letter for Sir Harold Atcherley presents a more difficult
problem. The Government is adhering to its commitment on Armed Forces
pay, and is prepared to adjust the pay factor in the Ministry of Defence's
cash limits to accommodate the commitment. The problem is to reconcile
with that a request to the Review Body to have regard to the current levels of
settlements in the private sector and to the implications for other public
services of the pay factors which the Government is imposing on their cash
limits. The fifth paragraph of the draft letter to Sir Harold Atcherley
represents an attempt to resolve that problem.

6. Iamsending copies of this minute and of the draft letters to the
Lord Chancellor, the Chancellor of the Exchequer, the Lord President, the
Secretary of State for Defence and the Secretary of State for Social Services.

nr DT | W, By
AR Y | f‘:‘h.! R RAY

(Robert Armstrong)

CONFIDENTIAL
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DRAFT LETTER TO SIR ROBERT CLARK

I thought that it might be useful if, following our
discussion on January, I put on record what I said to you
about the Government's general policies and their bearing, as
we see it, upon the work of the Doctors and Dentists Review Body
under its standing terms of reference.

The Government's overriding priority is the reduction of
inflation. We seek to achieve this by means of a progressive
reduction in monetary growth. If we are to succeed in that, we
must continue to limit as strictly as we can, and to reduce
wherever possible, the demands which the public sector makes
upon the rest of the economy.

You will know that the economic recession, and the
financial constraints that accompany it, have meant not only a
severe loss of jobs in industry but also a substantial reduction
in the rate of pay increases paid to those in industrial employment,
Those constraints do not operate directly upon the public services,
but it is no less important that the rate of pay increases should be
moderated in the public sector than in the private sector. For the
public services - the Civil Service and the National Health Service,
and local government - and for the grant to the Universities, we
are imposing cash limits which are intended to ensure that pay
increases this year are kept within levels which the country can
reasonably be asked to afford. At a time when many workers in
industry are having to accept modest pay increases or even no
increases at all, we believe that those who work in the public
services should also be, and will be, prepared to accept the need
for a considerable degree of restraint.

This applies to the pay of those who come within the
Review Body's remit no less than to that of others in the public
services concerned. Indeed, it would not in the Government's

-l-
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view be unreasonable for the Review Body, in considering their
recommendations for doctors and dentists in the National Health
Service, to have regard to the level of increases which the cash
limits imply for other groups in the National Health Service.

My colleagues and I hope that the Review Body will take
full account of these considerations, including the cash limits set
for the National Health Service, in formulating their recommenda-
tions.

Apart from whatever recommendations the Review Body
may think it right to make as 2 result of their review, I asked you
whether the Review Body would be willing, if so requested, to give
advice on the appropriate distribution of a hypothetical sum which

would derive from a given average increase for doctors and
dentists in the National Health Service. [After consulting your
collea.;ue![- you were able to let me know that the Review Body

would be ready to respond to such a request, if I thought it

necessary to make it.

CONFIDENTIAL
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DRAFT LETTER TO &‘!ﬁ OLD ATCHERLEY

I thought that it might be useful if, following our discussion
on January, I put on record what I said to you about the

Government's general policies and their bearing, as we see it,
upon the work of the Armed Forces Review Body under its standing

terms of reference.

The Government remains committed $o0 maintaining the pay
of members of the Armed Forces at levels comparable with their
civilian counterparts and to strengthening the nation's defences.

At the same time our overriding economic priority is the
reduction of inflation. We seek to achieve this by means of a
progressive reduction in monetary growth, If we are to succeed
in that, we must continue to limit as ‘strictly as we can, and to
reduce wherever possible, the demande which the public sector
makes upon the rest of the economy.

You will know that the economic recession, and the
financial constraints that accompany it, have meaat not only a
severe loss of jobs in industry but also a substantial reduction in
the rate of pay increases paid to those in industrial employment.
Those constraints do not operate directly upon the public services,
but it is no less important that the rate of pay increases should be
moderated in the public sector than in the private sector. For the
public services - the Civil Service and the National Health Service,
and local government -~ and for the grant to the Universities, we
are imposing cash limits which are intended to ensure that pay
increases this year are kept within levels which the country can
reasonably be asked to afford. At a time when many workers in
industry are having to accept modest pay increases or even no
increase at all, we believe that those who work in the public
services should also be, and will be, prepared to accept the need fo
a considerable degree of restraint.

-1.
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The Review Body's standing terms of reference require
them to recommend up-~to-date military salaries based on the
levels of appropriate outside earnings. I suggested to you that
on this occasion the Review Body should consider whether it is
right or sufficient to rely eclely on the normal techniques of
comparability, based on comparisons over the period since the
last review, at a time like the present when, because of the
constraints I have described, the levels at which pay claims in
industry are being settled have been falling very significantly in
the last few months and people in other public services are being
asked to accept settlements within the levels implied by the cash
limits whick we are imposing. At such a time, it seems to us,
it may be right for the Review Body to pay more attention than
might seem appropriate in other circumstances to current levels
of settlemente both in the private sector and in other public
services, as a reflection of the constraints within which the pay
of the usual comparators is now having to be determined and
indeed to the relative job security which members of the Armed
Forces enjoy in contrast to many of those comparators.

My colleagues and I hope that the Review Body will feel
able in formulating their recommendations to take full account of
these considerations as well as of the factore which regularly.

enter into their reviews.
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I thought that it might be useful if, following our discussion
on January, I put on record what I said to you about the
Government's generail policies and their bearing, as we see it, upon
the work of the Armed Forces Review Body under its standing
terms of reference,

The Goverament remains committed to maintaining the pay
of members of the Armed Forces at levels comparable with their
civilian counterparis and to strengthening the nation's defences.

At the same time our overridiag economic priority is the
reduction of inflation. We seek to achieve this by means of a
progressive reducuon in monelary growth, If we are to succeed
in that, we nust continge to limit as siricily as we can, and to
reduce wherever possible, the demands which the public sector
makes upon the rest of ihe economy.

Tou will know diat the economic recession, and the financial
const raints that accompany i, have meant not only a severe loss of
JObLs in industry Lul also a subsiantial reduction in the rate of pay
increases paid to those in industrial employment. Those
constiraints do not operate directly upon the public services, but it

is no less important that the rate of pay increases should be

moderated in the public secior than in the private sector. For the
public services ~ the Civil Service and the National Health Service,
and local government - and for the grant to the Universities, we
are imoposing cash limits which are intended to ensure that pay
increases this year are kept within levels which the country can
reasonably be asked to afford. At a time when many workers in
indusiry are haviag to accept modest pay increases or even no
increase at all, we Lelieve that those who work in the public
services sbould also be, and will be, prepared to accept the need

for a considerable degree of restraint,
- l -
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The Review Body's standing terms of reference require
them: to reccmmend up~to~date military salaries based on the
levels of appropriate outside earnings. I suggested to you that on
this occasion the Review Body should, in applying the techniques of
comparability, pay particular attention to the levels at which pay
claims in industry are currently being settled: because of the
constrzints which 1 have described these have been falling very
aignificantly in the last few months and people in other public
services are being asked 20 accept settlements within the levels
implied by the cash limite which we are imposing. At such a time,
it scems to us, it is essential for the Review Body to take a
reclistic view of the likely movement of earnings during the latter

part of the period under review. 1 2sked you also to give full

weight to the current recruitment and retention figures, as well

as to the relative job security and other henefits which members
of the Armed Forces enjoy in contrast to many of their
comparators.

My colleagues and I hope that the Review Body will feel
able in formulating their recomunendations to take full account of
these considerations as well as of the factors which regularly eater

into their reviews.
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DRAF

I thought that it might be useful if, following our discussion
on January, I put on record what I said to you about the
Government'!s general policies and their bearing, as we see it, upon
the work of the Armed Forces Review Body under its standing
terms of reference.

The Government remains committed to maintaining the pay
of members of the Armed Forces at levels comparable with their
civilian counterparts and to strengthening the nation's defences.

At the same time our overriding economic priority is the
reduction of inflation. We seek to achieve this by means of a
progressive reduction in monetary growth. If we are to succeed
in that, we must continue to limit as strictly as we can, and to
reduce wherever possible, the demands which the public sector
makes upon the rest of the economy.

You will know that the economic recession, and the financial
const raints that accompany it, have meant not only a severe loss of
jobs in industry but also a substantial reduction in the rate of pay
increases paid to those in industrial employment. Those
constraints do not operate directly upon the public services, but it
is no less important that the rate of pay increases should be
moderated in the public sector than in the private sector. For the
public services - the Civil Service and the National Health Service,
and local government - and for the grant to the Universities, we
are imposing cash limits which are intended to ensure that pay
increases this year are kept within levels which the country can
reasonably be asked to afford, At a time when many workers in
industry are having to accept modest pay increases or even no
increase at all, we believe that those who work in the public
services should also be, and will be, prepared to accept the need

for a considerable degree of restraint,
-1=
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The Review Body's standing terms of reference require
them to recommend up-to-date military salaries based on the
levels of appropriate outside earnings. I suggested to you that on
this occasion the Review Body should, in applying the techniques of
comparability, pay particular attention to the levels at which pay
claims in industry are currently being settled: because of the
constraints which I have described these have been falling very
significantly in the last few months and people in other public
services are being asked to accept settlements within the levels
implied by the cash limits which we are imposing. At such a time

it seems to us, it is essential for the Review Body to take a

realistic view of the likely movement of earnings during the latter

part of the period under review. I asked you also to give full
weight to the current recruitment and retention figures, as well
as to the relative job security and other benefits which members
of the Armed Forces enjoy in contrast to many of their
comparators.

My colleagues and I hope that the Review Body will feel
able in formulating their recommendations to take full account of
these considerations as well as of the factors which regularly ente

into their reviews.
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DRAFT LETTER TO SIR ROBERT CLARK

I thought that it might be useful if, following our discussion

on January, I put on record what I said to you about the
Government's general policies and their bearing, as we see it, upcn
the work of the Doctors and Dentizts Review Body under its
standing terms of reference.

The Government's overriding priority is the reduction of
inflation. We seek toc achieve this by means of a progressive
reduction in monetary growth. If we are to succeed in that, we
must continue to limit as strictly as we can, and to reduce
wherever possible, the demandes which the public sector makes
upon the rest of the economy.

You will know that the economic recession, and the
financial constraints that accompany it, have meant not only a
severe lose of jobe in industry but also a substantial reduction in
the rate of pay increases paid to those in industrial employment.
Those constraints do not operate directly upon the public services,
but it is no less important that the rate of pay increases should be
moderated in the public sector than in the private sector. For the
public services - the Civil Service and the National Health Service,
and local government « and for the grant to the Univérsities, we
are imposing cash limits which are intended to ensure that pay
increases this year are kept within levels which the country can
reasonably be 2sked to afford. At a time when many workers in
industry are having to accept modest pay increases or even no
increases at all, we believe that those who work in the public
services should also be, and will be, prepzared to accept the need
for a considerable degree of restraint.

This applies to the pay of those who come within the
Review Body's remit no less than to that of others in the public

gervices concerned. Indeed, it would not in the Government's

sls
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view be un-rulomble for the Review Body, in considering their
recommendations for doctors and dentists in the National Health
Service, to have regard to the level of increases which the cash
limite imply for other groups in the National Health Service.

My coueaéuen and I hope that the Review Body will take
full account of these considerations, including the cash limits set
for the National Health Service, in formulating their recommenda-
tions.

Apart {rom whatever recommendations the Review Body
may think it right to make as a result of their review, I asked you _
whether the Review Body would be willing, if so requested, to give
advice on the appropriate distribution of & hypothetical sum which
would derive from & given average increase for doctors and
dentists in the Nationzl Health Service and, as usual, on the

amounts to be reimbureed to general medical practitioners in

respect of practice expenses. L-After consgulting your conelplg

you were able to let me know that the Review Body would be ready
to respond to such a request, if I thought it necessary to make it.

R
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MINISTRY OF DEFENCE  Nydist < fa
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01- SEOI20%2 218 2111/3

19th January 1981

With his minute of 16th January to the Prime Minister
Sir Robert Armstrong submitted draft letters torthe Chairmen
of the DDRB and the AFPRB, '

There is one passage in the draft letter to the AFPRB
which my Secretary of State feels could be strengthened.
The normal techniques of comparability applied by the AFPRB
do allow for the current level of settlements outside to be
taken fully into account - and what the letter is, of course,

concerned with is that these assessments should be wholly

/ realistic., Attached to this note is a suggested re-draft
of the last page of the draft letter to make this clear. This
would also avoid - especially in what may be a published
document - the suggestion that we are trying to influence
the Review Body to depart from itsnormal processes, which is
likely to be resisted by the Review Body itself,

I am copying this to the Private Secretaries to the
Lord Chancellor, the Chancellor of the Exchequer, the Lord
President and the Secretary of State for Social Services,
and to the Private Secretary to Sir Robert Armstrong.

S '8 e Vd
5.,) %
(D B OMAND) :

T P Lankester Esq
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The Review Bodvr's stondine terns ol reici:
them to recommend up-=to-dete military salaries basea

the levels of appropriate outside earnings. 1 suggestec
you that on this occasion the Review Body should, in
applying the teclniques of comparability, pay particular
attention to the levels at which pay claims

being settled: because of the constraints whic

described these have been falling very significantly in
the last few months and people in other pub}ic services &r
being_asked to accept settlements within the levels imnlis
by the cash limits which we are imposing. At such a tizs,
it seems to us, it is essential for the Review Body to tz=
a realistic view of the likely movement of earnings durl:
the latter part of the period under review.

also to give full qeight to the current recruitment anc

relention figures, as well as to the relative job securi®

~and other benefits which members of the Armed Forces en -

in contrast to meny of their comparators.

liy colleagues and I hope that the Review Body will
feel able in formulating their recommendations to take
account of these considerations as well as of the

which regularly enter into their reviews.

—2—-
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CONFIDENTIAL

PRIME MINISTER

Letters to Chairmen of Pay Review Bodies
(E{(81) 4 - and the Lord Chancellor's minute
to you of 12th January)

BACKGROUND c
It was agreed at the meeting on 16th December (E(80) 44th Meeting,

Item 1) that the Government should adopt a three-pronged approach to try to
persuade the Pay Review Bodies to produce more acceptable findings this year.
This would involve meetings with the individual chairmen, to be followed up by
letters, and also the submission of written Government evidence on the
economic aituation, The Committee was particularly anxious to have an
opportunity to discuss the texts of the letters against the possibility of their
publication. Drafts for the letters to the three different Review Bodies are
attached to thepaper. They may of course need some amendment before
despatch to take account of the course of discussion at the meetings with the
Chairmen.

2. You have decided to meet the Chairmen yourself at separate meetings,
and to be accompanied by the Chancellor of the Exchequer obn each occasion,
together with the relevant Departmental Minister. The first meeting with
Lord Plowden for the Top Salaries Review Body is on the 15th, and the others
follow on about the 20th-21st Jamiary.

3. In this operation there is a difficult path to be trodden between saying
enough to influence the bodies towards more moderate recommendations, while
notappearing to question their independence of view, When you had lunch with
the TSRB before Christmas, there were signs of a fairly robust approach on
their part, and it wi]l be important that the tone of the letter to them does not
cause them to adopt a hard-line position. The DDRB and the AFPRB are also
touchy and need careful handling.

4. The letters assume that the Government will wish to ask the TSRB and
the DDRB to help in allocating a fixed sum of money, based on an average

increase of about 6 per cent (or whatever other cash limit is adopted by E).
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This follows up a suggestion from your previous meeting with the TSRB, when
they offered to allocate a fixed sum, if their original recommendation provsd
unacceptable. You may have to work harder to get the DDRB to undertake

a similar task, though the remuneration package is complex and the help of the
Review Body in deciding upon distribution would be of great value.

5. ‘The AFPRB is to be asked, in fulfllment of the Government's commit-
ment, to recommend up-to-date military salaries based on the levels of
appropriate outside earnings - but to be mindful of the importance of not
widening the transition to cover levels of inflation and of the relative job
security enjoyed by members of the Armed Forcss.

6. You may also want to use this meeting to obtain the Committee's view
on whether they are prepared to see the Judiciary exempt from the pay cash
lirsit constraint in the interest of maintaining quality (see the Lord Chancellor's
minute to you of 12th January). This need not necessarily involve agking for 2
separate report on them - at any rate this time round - but it would be helpful
if you could forewarn Lord Plowden of the Government's intention. itisa
matter of choice whether any such decision needs to be referred to in your
present letter; but I think that it would probably be better to deal with it
separately.

HANDLING
7. You might ask the Chancellor of the Exchequer who will be involved in

all the meetings, to introduce the Araft letters, and then hear comments ~from |}
colleagues, starting with the Departmental Ministers principally involved, the
Lord President, the Sscretary of State for Dafence and the Secretary of State for

Social Services.
CONCLUSION

8. You will want to seek approval to the general approach tobe adopted in
the letter with detailed drafting left for consideration with the Ministers
primarily concerned - or in the Sub-Committee on Public Service Pay (E(PSP) =

when the meetings have taken place. You will alse want to record a specific

conclusion in favour of pyblication of the letters at some suitable time (with

tactical handling reserved for you), You may also wish to record a conclusion .
on the pay of the Judiciary. h

YOZEAT ACLI TRANG
4 dhassde s idwd i

13th January 1981 e (Robert Armstrong)
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10 DOWNING STREET

From the Private Secretary 29 September 1980

London Weighting for
Members of H.M. Forces

The Prime Minister has now had an
opportunity to consider your letter of
22 September, and agrees that the Review
Body's recommendations should be accepted.
Accordingly, she has written to Sir Harold

Atcherley in the terms of the draft which
you sent,

I am sending copies of this letter to
John Wiggins (HM Treasury), Jim Buckley
(Civil Service Department), Richard Dykes
(Department of Employment) and David Wright
(Cabinet Office).

T. P. LANKESTER

D.B. Omand, Esgq.,
Ministry of Defence.




10 DOWNING STREET

THE PRIME MINISTER 29 September 1980

Thank you for your letter of 11 September recommending

increases in the rates of London Weighting for members of

the Armed Forces,.

The Government has now considered your Review Body's
‘recommendations and agrees that the proposed new rates of
London Weighting should be introduced with effect from

1 April 1980.
I do not think it is necessary to make any special

announcement about this and action is now in hand by the

Ministry of Defence to implement the new rates.

Sir Harold Atcherley




MINISTRY OF DEFENCE
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LONDON WEIGHTING FOR MEMBERS OF HM FORCES
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Clive Whitmore's letter of ¥1th September sought advice on
a letter from Sir Harold Atcherley giving the recommendations
of the Armed Forces Pay Review Body on increases in London
Weighting for members of the Armed Forces.

We have now consulted the other Departments concerned and
there is full agreement that the Review Body's recommendations
should be accepted. The new rates of Longon Weighting for the
Armed Forces are consistent with the increases recently agreed
for the Civil Service, being based on the same Department of
Employment indices but subject to the modifications described
in paragraph 2 of Sir Harold's letter. The cost of the increases
will be contained within the revised MOD cash limit announced
in Parliament on 8th August.

My Secretary of State therefore recommends the Prime Minister
to accept the Review Body's recommendations and to write to
Sir Harold Atcherley accordingly as in the attached draft letter.

No special announcement will be made, and the MOD will
implement the increases by administrative action.

I am copying this letter to John Wiggins (Treasury),
Jim Buckleg (CSD), Richard nges (Department of Employment) and
B

(Cabinet Office).

David Wrig

(D B OMAND)
T P Lankester Esq




10 DOWNING STREET
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From the Principal Private Secretary 11 September 1980

T

LONDON WEIGHTING FOR MEMBERS OF HM FORCES

The Prime Minister has received the attached letter from
Sir Harold Atcherley setting out the recommendations of the Armed
Forces Pay Review Body on increases in London Weighting for members
of the Armed Forces.

I should be «rateful if you could let us have advice on the
Review Body's proposals, together with a draft reply for the Prime
Minister to send to Sir Harold Atcherley. No doubt you will consult
other Departments as necessary.

I am sending copies of this letter and of the attachment to
John Wiggins (Treasury), Jim Buckley (CSD), Richard Dykes (D/Employment)
and David Wright (Cabinet Office).

B.M. Norbury, Esq.,
Ministry of Defence.

CONFIDENTIAL




OFFICE OF MANPOWER ECONOMICS

22 KINGSWAY
WC2B 6JY M
LONDON WC2B 6 (? W .

Telephone 01-405 5944 s i

MMM“M“(

The Rt Hon Margaret Thatcher MP
10 Downing Street
London SW 1

Ve P M,

lix.
LONDON WEIGHTING FOR MEMBERS OF HM FORCES i
The Ministry of Defence has recently submitted evidence to us proposing an
increase in London weighting for members of the armed forces in line with

the established Department of Employment indices and with effect from

1 April 1980. The publication dates for the relevant indices are such

that this matter could not be dealt with earlier in the year as part of our
Ninth Report and Supplement and we see it as appropriate to make our
recommendations on this relatively minor issue, that affects relatively few
servicemen and women, by letter rather than in a further supplementary report.

The form of London weighting that applies in the armed forces was introduced
in 19?4 following recommendations made in the Second Supplement to our Third
Report’. It is based on the approach to London weighting proposed in an
advisory report by the Pay Board in 19742 , modified to take account of
certain conditions that are peculiar to the armed forces. As a result,
elements that recognise the additional costs of housing and travel to work
are excluded: in general, they are not appropriate to the armed forces because
the Services provide accommodation in London at charges that are standardised
throughout the country and also reimburse some of the costs of travel to work.
The basic rates of London weighting for members of the armed forces recognise,
therefore, the remaining elements of the Pay Board formula that cover "other
costs'" and "wear and tear and lower housing standards". Higher rates are
payable to servicemen and women who are owner-occupiers and who travel daily
from their homes to work in London, thus incurring additional housing costs
in the same way as owner-occupiers outside the Services.

On the basis of the method recommended by the Pay Board, adapted to the
circumstances of the armed forces, we endorse the proposals put forward by
the Ministry of Defence and recommend that the following rates of London
weighting should be introduced with effect from 1 April 1980:

1Review Body on Armed Forces Pay, Second Supplement to Third Report 1974,
Cmnd 5853, January 1975.

2Pay Board Advisory Report 4, London Weighting, Cmnd 5660, July 1974.







Inner London Quter London
£ £

Basic rate 453 252

Owner-occupier rate 712 365

We estimate that the additional costs involved in these recommendations are
£1.04m.

p, -0/ Tlvis ihfu

HAROLD ATCHERLEY, CHAIRMAN
REVIEW BODY ON ARMED FORCES PAY




10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

Medical Officers in the Armed Forces

This is just record, belatedly, that when
she was preparing her statement on MPs' and
pay last Monday the Prime Minister
reed that we should accept the proposals in
the supplement to the AFPRB's Ninth Report and,
as you proposed in your minute A02537 of
4 July 1980, announce this decision by Written

Answer to an Arranged Question.

I am sending copies of this minute to

Mr. Norbury (MOD) and Mr. Buckley (CSD).

S

10 July 1980




10 DOWNING STREET

THE PRIME MINISTER 9 July 1980

\,’L,_ (. Yoot

Thank you for your letter of 20 June with which you
forwarded the recommendations of the Armed Forces Pay
Review Body on the pay of Service medical and dental
officers. I am most grateful to you and to the members

of the Review Body for this further comprehensive report.

I am writing now to say that the Government has
accepted the Review Body's recommendations in full. I
will be announcing this decision by means of a written
answer in the House of Commons today. The Supplement

to the Ninth Report will be published at the same time

1M N~
OWJ/QJJ@T

as Command 7956.

Sir Harold Atcherley

S it




MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1
Telephone O12830x702 218 2111/3

8th July 1980

SERVICE MEDICAL AND DENTAL OFFICERS PAY

I have just read yesterday's Hansard and see
that there is in fact no mention of the new pay rate
for Medical and Dental Major Generals and their
equivalent in the other Services. Since the
publication tomorrow of the Supplement to the Ninth
Report of the AFPRB will show the Medical Brigadier
as earning more than the Combatant Major General
you might like to consider adding the following
additional paragraph to the draft Written Answer
which I provided earlier today.

)<//In order to preserve a differential over the
pay of the Brigadier, the pay of Medical and
Dental Major Generals and their equivalents
in the other Services has been fixed at
£21,500, As I announced on 74 July, the
pay of all Lieutenant Generals and their
equivalents will be £24,5092;<

I am copying this letter to David Wright,

Cabinet Office.
e/
)
0 s
bg%
(D B OMA .

N Sanders Esq







MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01-30xE2e 218 2111/3

8th July 1980

MEDICAL OFFICERS IN THE ARMED FORCES

We spoke this morning about the recommendation in
Sir Robert Armstrong's minute of 4th July to the Prime Minister
about the timing of an announcement of the Government's
acceptance of the recommendations of the Armed Forces Pay
Review Body in a supplement to its 9th Report on Service
Medical and Dental Officers. We agreed that it would
now be appropriate for the announcement to be made by
Written Answer to a Question which you would arrange to
be put down for answer tomorrow, Wednesday.

I attach a suitable draft Question and Answer, and
also the draft of a letter which it is recommended the
Prime Minister should write to the Chairman of the AFPRB,
Sir Harold Atcherley.

I am sending copies of this letter to Martin Hall
(HM Treasury), Richard Dykes (Department of Employment),
Don Brereton (Department of Health and Social Security),
Richard Prescott (the Paymaster General's Office) and to
David Wright (Cabinet Office),

N J Sanders Esq




QUESTION

To ask the Prime Minister if she will make a statement

about the pay of Medical and Dental Officers in the Armed Forces.

ANSWER

Secretary of State

Following its earlier acceptance in full of the recommendations

of the Ninth Report of the Armed Forces Pay Review Body, and of the

Tenth Report of the Review Body on Doctors' and Dentists'

Remuneration, the Government has now accepted the recommendations
in the Supplement to the AFPRB's Ninth Report for the pay of

Service Medical and Dental Officers appropriate from 1st April 1980.

The Supplement has been published today as Command 7956.

Copies are available in the Vote Office.




DRAFT LETTER TO SIR HAROLD ATCHERLEY

Thank you for your letter of 20th June with which you

forwarded the recommendations of the Armed Forces Pay Review

Body on the pay of Service medical and dental officers. 1
am most grateful to you and to the members of the Review

Body for this further comprehensive report.

2 I am writing now to say that the Government has
accepted the Review Body's recommendations in full. I will
be announcing this decision by means of a written answer in

ddan »
the House of Commons en—Wedmnesday=bismduty, The Supplement

to the Ninth Report will be published at the same time as

Command 7956,
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PRIME MINISTER

Medical Officers in the Armed Forces

1s In the light of the increases recommended by the Doctors and
Dentists Review Body for National Health Service Doctors and Dentists,
the Armed Forces Pay Review Body (AFPRB), in a supplement to its Ninth

Report, has recommended increases averaging 18,8 per cent in the pay

of Service Medical and Dental Officers up to the level of Brigadier and

equivalent, It is these recommendations which necessitate a special
—

——— e
rate for Medical Major-Generals and equivalent, who have hitherto been

brigaded for salary purposes with theiT "combatant" equivalents and with

Under Secretaries. The salary recommended by the AFPRB for the Medical
Brigadiers is §211290. The salary proposed for the "Combatant" Bzi

and Under Secretaries is £20‘500. In order to retain a differential,
the Cabinet has approved a-;;T;;y of £21,500 for Medical Major Generals

and equivalent,

2, The Government is committed to implementing the recommendations
of the AFPRB, and the Ministry of Defence, with Civil Service Department
concurrence, are recommending acceptance of the supplement to be the

’
Ninth Report covering ranks of Medical Brigadier and below.

3 If you accept that recommendation, the question will be when and
how_to ammounce that acceptance. It would not be appropriate to deal with
it in your statement on Monday - partly because these arewp€ top salaries,
and partly because the treatment proposed contrasts so markedly with that

proposed for top salaries, It will therefore have to be announced by




Written Answer to an arranged Question at some later date, It should

not be too much later, since the detailed material to be placed in

the Library after your statement on Monday will include (on present

plans) the new rates for Medical Major-Generals and equivalent, and
some ene will eventually notice that they are doing better than their

"combatant" equivalents and start asking why,

4, I am sending copies of this minute to the Secretary of State

for Defence and the Lord President of the Couneil,

ROBERT ARMSTRONG

4 July 1980




Civii Service Department
Whitehzil London SW1A 2AZ
01-273 440

From the Private Secretary

30 June 1980

L&\LA/

David Omand Esq

Private Secretary to the Secretary
of State for Defence

Main Building

Whitehall

LONDON SW1A 2HB

BW M s
REVIEW BODY ON ARMED FORCES PAY -

SERVICE MEDICAL AND DENTAL OFFICERS .\ .-

—

Thank you for your letter of 27 June.

The Lord President's view is that this must
await tomorrow'!s discussion.

I am copying this to Martin Hall (HM Treasury),
Richard Dykes (Department of Employment),

Don Brereton (Department of Health and Social
Security), Richard Prescott (the Paymaster
General's Office) and to David Wright

(Cabinet Office).
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MAWAGEMENT IN CONFIDENCE
MINISTRY OF DEFENCE
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Telephone O1RSDEx 218 2111/3

27¢h June 41980
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REVIEW BODY ON ARMED FORCES PAY
SERVICE MpLICAL & DENTAL O o RS

My Secretary of State has seen Tim Lankester's note of
20th June covering the Supplement to the Ninth Report of the
AFPRB which recommends levels of militvary sslaries for the
Services medical and dental officers. There is nothing in the
Supplement to which he would object.

=
(=)

The average increase recommended is 18.8%, which correspon
closely to the figure of 18.7% for doctors in the National

d
Health Service (the pay of Service doctors and dentists is based
A

-

on the earnings of the NHS General Medical Practitioners) As
Sir Harold.Atcherley has indicated - and as the Government agreed
last year - the commitment to the Armed Forces extends to the
medical and dental branches as to all the others covered by the
AFPRB; and Mr Pym considers that we have no alternative but to
accept the recommendations of the Supplement in full. He would,
therefore, like to announce the Government's decision withouv
delay - recognising that the level of salary recommended for the
medical Brigadier will need to be taken into account in the
Cabinet's forthcoming discussion of Top Salaries. He would ask
for the extra cost of the award (about £1M) to be covered in the
adjustment of the Department's cash limit, in accordance with
his earlier agreement with the Chief Secretary on Armed Forces
pay.

Mr Pym hopes that Ministers can agree to accept the
Supplement without discussion, as they did last year. If so, he
would aim for cn ennouncement (by the Prime Minister since the

Report was made to her) in the week beginning 20th June in the

J Buckley Esg
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terms of the enclosed draft (written) Parliamentary Question
and Answer. I also enclose a draft of a letter which the

.~ Prime Minister could send to Sir Harold Atcherley.

I am copying this to Martin Hall (HM Treasury), Richard
Dykes (Department of Emploxment), Don Brereton (Department of
Health and Social Security), Richard Prescott (the Paymaster
General's Office) and to David Wright (Cabinet Office).
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she will make a statement about
icers in the Armed Forces.

ANSWER

Secretary of State

The Supplement to the Ninth Report of the Armed Forces Pay
Review Body covering the pay of Service Medical and Dental Officers
has been published today as Command / _/. Copies are available
in the Vote Office.

The Government accepts the Review Body's recommendations on
the levels of military salary for Service Medical and Dental
Officers appropriate at 1 April 1980. These will be implemented

in full from 1 April 1980 in line with the Government's commitment

to maintain the pay of the Armed Forces at fully up-to-date levels.




DRAFT LETTER TO SIR HAROLD ATCHERLEY

Thark you for your letter of 20 June with which you forwarded
the recommendations of the Armed Forces Pay Review Body on the pay
of Service medical and dental officers. I am most grateful to you
and to the wmeumbers of the Review Body for this further comprehensive

report.

2. I am writing now to say that the Government has accepted the
Review Body's recommendations in full. I will be announcing this

decision by means of a written answer in the House of Commons on

Zﬁhursday, 3rd July{ The Supplement to the Ninth Report will be

published-at the same time as Cowmand /= i




> - JUL 1960




¥

PRIME MINISTER

Armed Forces Doctors' and Dentists' Pay

We have now received the Report of the Armed Forces ReV1ew
Body on the pay of Service medical and dental offlcers. ThlS
group had their pa§_g;bught fully up to date last year along
with the armed forces generally. In contrast to the civilian
doctors and dentists, this year's settlement therefore involves

only uprating.

The Report recommends increases in pay which would add

18.8% to the pay bill - compared with 18.7% for this year's

uprating for their civilian counterparts.

This appears to be fairly straightforward, and I imagine
the Treasury, CSD and MOD will agree that the recommendations

should be implemented. However, I will of course get their
advice.

20 June 1980




10 DOWNING STREET

From the Private Secretary 20 June 1980

B~

Review Body on Armed Forces Pay

The Prime Minister has now received the enclosed letter
from Sir Harold Atcherley together with the Supplement to the
Ninth Report of the Review Body on Armed Forces Pay. This, as
you know, covers the pay of Service medical and dental officers.

I should be grateful if you would provide advice on the
substance and handling of this Report - in consultation with

other departments as necessary.

I am sending a copy of this letter and enclosure to
Martin Hall (HM Treasury), Jim Buckley (Lord President's Office),
Richard Dykes (Department of Employment), Don Brereton (Department
of Health and Social Security) and David Wright (Cabinet Office).

No'doubt you and other copy recipients can get copies of the
Report from the Office of Manpower Economics as necessary.

Brian Norbury, Esq.,
Ministry of Defence.




OFFICE OF MANPOWER ECONOMICS

22 KINGSWAY
LONDON WC2B 6JY

Telephone 01-405 5944

CONFIDENTIAT

The Rt Hon Margaret Thatcher MP YL:. 16"
10 Downing Street
London SW1 20 June 1980
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REVIEW BODY ON ARMED FORCES PAY

I enclose a Supplement to the Ninth Report; it contains our recommendations
on the military salaries for medical and dental officers in the armed forces
up to Brigadier and equivalent. These recommendations complete our 1980
review of the pay of those members of the armed forces who are within our
terms of reference and they are appropriate to 1 April 1980.

As with our consideration of the pay of combatant officers, we have been
concerned in this review with the need to retain adequate numbers of medical
and dental officers to meet the needs of the Services. As before, we regard
the Government's commitment to keep armed forces pay up to date as of crucial
importance in this context. However, we also see certain problems about the
provision of realistic retention incentives in the existing structure and
pattern of remuneration in the medical and dental branches. We shall be
pursuing this aspect further in a future review.

(tj S r ik - ?/[?
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HAROLD ATCHERLEY, CHAIRMAN
REVIEW BODY ON ARMED FORCES PAY
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Tuesday 29 April 198

(Answered by the Prime Minister on 29 April)

Mr. Robert Hicks:

the Prime Minister, if she will make
statement about the pay of the Armed Forces.

The Armed Forces Pay Review Body has submitted its
Ninth Report on Armed Forces pav. Copies are
available in the Vote Office and I will arrange
for it to be published as a Command Paper as

soon as possible. - The report covers the pay of
all ranks up to aﬁd including Brigadier except

Service Doctors and Dentists.

The Government have accepted the Review Body 's

recommendations in full in line with the commitment
they made last year to maintain the pay of service-
men at the levels of their civilian counterparts.
The Government wish to express their thanks to the

Review Body for its continuing valuable work.

The detailed increases in the military salary range
between 143% and 20%. There are also increases in
length of service increments, Northern Ireland pay,
Separation Allowance and various forms of additional
pay. The Review Body has proposed a significant
improvement in the pay of part-time members of the
Ulster Defence Regiment and a restructuring of

their training bounties.

The Review Body also recommends appropriate increases
in food and accommodation charges for all members of
the Armed Forces. Following the examination of the

basis for accommodation charges which is started in

1978, the Review Body




1978, the Review Body recommends an important
change in the way in which accommodation charges
should be assessed in future which takes account
of the differences in Service tenancies compared
with local authority tenancies. As a result there
will be small increases only'in accommodation

charges.

The total cost of the Review Body's recommendations

represents an increase of 16.8% over current cost.

The Government wi ensure that the cost of this
settlement is not at the expense of other parts
of the defence programme. The consequences for
the cash limit are being considered and an

announcement will be made in due course.

The effective date for the increases in

1 April S1ogaql




10 DOWNING STREET

THE PRIME MINISTER ' 29 April 1980

Thank you for the Ninth Report of your Review Body on Armed
Forces Pay which you sent me under cover of your letter of
22 April.

The Government has now considered the Report and I.am
pleased to 'tell you that it has decided to accept in full all the
scalesof pay and charges which the Review Body nas recommended.

I will be announcing this decision in the House of Commons this
afternoon. The report will be published as a Command Paper as

soon as possible.
I should like to thank you and the members of your'Review

for all the hard and detailed work which has clearly gone

the preparation of this Report.

Sir Harold Atcherley.




Treasury Chambers, Parliament Street, SWIP 3AG

T P Lankester Esq
10 Downing Street
London SW1 28 April 1980
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ARMED FORCES PAY: AFPRB NINTH REPORT

The Chief Secretary has seen David Omand's letter of

25 April, and has asked me to say that he sees no objection
tot_ e statement which it is proposed that the Prime Minister
should make tomorrow. Officials will need to be in touch
about the consequences for the defence cash limit, as the
statement implies.

I am sending copies to the other recipients of David Omand's
letter.

Tl eicel,

A C PIRIE




CONFIDENTIAL

Civil Service Department
Whitehall London SW1A 2AZ

Telephona :
(Direct Dialling)

01 - 273 3000 (Switchboard)
Minister of State

Tim Lankester Esq
Private Secretary to the
Prime Minister
10 Downing Street
LONDON SWw1 28 April 1980

L%

The Minister of State has seen a copy of David
Omand's letter of @5 April.

He is content that the Prime Minister be advised
to accept the recommendations of the Armed
Forces Pay Review Body and that an announcement
should be made as is proposed on Tuesday,

29 April. '

Copies go to recipients of David Omand's letter.

/OJ(E SN\CSRV-
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G D ROGERS
Assistant Private Secretary

CONFIDENTIAL










CONFIDENTIAL

DRAFT LETTER FROM PRIME MINISTER TO SIR HAROLD ATCHERLEY -

Thank you for the Ninth Report of your Review Body
on Armed Forces Pay which you sent me under cover of your

letter of 22 April.

The Government has now considered theXRéport and I

am pleased to tell you that it has decidéd to accept in

full all the scales of pay and chargeé which the Review
Body has recommended. I will be dnnouncing this decision
in the House of Commons this gfternoon. The report will

be published as a Command Paper as soon as possible.

I should like to fhank you and the members of your
Review Body for all’'the hard and detailed work which has

clearly gone int6 the preparation of this Report.

CONFIDENTIAL
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 0183054828 21 8 2111/3

25th April 1980
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ARMED FORCES PAY: AFPRB NINTH REPORT

(P ea.T%?

In your letter of 22nd April you asked for advice
on the substance and handling of the Ninth Report T]'
of the Armed Forces Pay Review Body.

As you know, it is the practice of the Government 'bqu
to accept the recommendations of the Review Body
unless there are overriding reasons to the contrary.
The Defence Secretary sees no reason why we should
not accept this Report straight away as it stands
(officials of the Cabinet Office and of the other
Departments concerned agree.) It would be helpful
to him if the Government's decision were to be
announced in time for it to be picked up in the
closing stages of the Defence debate on Tuesday next.
The announcement is normally made by the Prime Minister
and could be in the form of a written answer by the
Prime Minister to an arranged question in the House
on Tuesday, a suggested text for which is attached.
I also enclose the draft of a short letter for the
Prime Minister to send to Sir Harold Atcherley.

Mr Pym has asked me to say that the recommendations
of the Report fulfil the Government's commitment to
“he Government S ¢

e

T P Lankester Esq
1
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the Foreces. At the same time, the cost of the award,
at 16.8% of the current pay bill, is relatively modest
by comparison with the general level of settlements

at the present time and should not, we think, attract

particular attention. We believe it will be generally
welcomed by the Forces themselves.

I am copying this to Richard Dykes (Employment), Don
Brereton (Social Services), John Wiggins and Alistair
Pirié (HM Treasury) and Geoffrey Green (CSD) and to
David Wright (Cabinet Office).

o v
NdELS
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ANNEX A
DRAFT OF A STATEMENT TO BE MADE BY THE PRIME MINISTER

QUESTION

To ask the Prime Minister if she will make a statement

about the pay of the Armed Forces.
ANSWER

The Armed Forces Pay Review Body has submitted its
Ninth Report on Armed Forces pay. Copies are available in
the Vote Office and I will arrange for it to be published as
a Command Paper as soon as possible. The report covers the
pay of all ranks up to and including Brigadier except Service

Doctors and Dentists.

The Government have accepted the Review Body's

recommendations in full in line with the commitment they made
last year to maintain the pay of servicemen at the levels of
their civilian counterparts. The Government wish to express
their thanks to the Review Body for its continuing valuable
work.

The detailed increases in the military salary range
between 14% per cent and 20 per cent. There are also increases
in length of service increments, Northern Ireland pay,
Separation Allowance and various forms of additional pay.

The Review Body has proposed a significant improvement in the
pay of part-time members of the Ulster Defence Regiment and

a restructuring of their training bounties.

1
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The Review Body also recommends appropriate increases in
food and accommodation charges for all members of the Armed
Forces. Following the examination of the basis for
accommodation charges which it started in 1978, the Review
Body recommends an important change in the way in which
accommodation charges should be assessed in future which takes

account of the differences in Service tenancies compared with

e ——

local authority tenancies. As a result there will be small

in?;easeS”ﬁnly in accommodation charges.
e ———— =+

- —

The total cost of the Review Body's recommendations

represents an increase of 1Q.§“per cent over current cost.
The Government will ensure that the cost of this settlement
is not at the expense of other parts of the defence programme.
The consequences for the cash limit are being considered
and an announcement will be made in due course.
The effective date for the increases in pay is

1 April 1980.

2
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The Reports of the relevant Review Bodies on the pay of the Armed Forces

Ref A 02043

MR WHITMORE

and Doctors and Dentists have already been received; the Report of the
TSRB on top salaries generally (Civil Servants, senior officers in the
Armed Forces, Judges and National Industries Board members) is

expected in June; and the further TSRB on MPs! pay is also expected in
that month, We discussed these Reports this morning and Cabinet Office
officials have been considering with Departments the way in which these
Reports are to be handled, given the degree of inter-linking between

them, The position is as follows -

a, The Government is committed to accept the Report of the AFPRB
(the statement last year said that: "Having thus fulfilled its
undertaking by restoring the pay of servicemen to the levels of
their counterparts, it is the Government's intention to maintain

it thereafter at those levels")., Mr Pym is anxious to announce

the Government's acceptance of the new recommendations - which would
apply to forces! pay from 1 April 1980 - before the Defence debate
is concluded on Tuesday next. For this purpose he proposes an
announcement by way of written answer on Tuesday., (He would prefer

the answer to be in the Prime Ministers name ), The form of words

of this announcement has we understand been agreed between Defence
and the Treasury to take account of the cash limit point. Mr Pym
will minute the Prime Minister tonight seeking agreement to this

procedure.

b. The Doctors and Dentists Report - also operative from

1 April 1980 - presents a slightly different problem. The

Government deliberately avoided a commitment to updating in its

public announcements last year though we understand that,
insofar as they relate to cash limited expenditure, the Report's

recommendations can be accommodated within the agreed cash limit

CONFTDENTTAL
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for the NHS (The pay of GP's and Dentists falls outside the cash limited
area)., The intention here is that Mr Jenkin will put a paper to
E Committee towards the end of next week (which can if necessary be

S—

conveniently discussed at the meeting arranged for 7 May).,. In it he

will recommend acceptance and immediate implementation of the Report.
(Despite the Government!s care last year to avoid a commitment to
implement this year's Report, there are pre-Election statements on
record which support Mr Jenkin's proposal.) At the same time

Mr Channon will be advised by his officials to put a short paper to
the same E meeting looking ahead to the two TSRB Reports so that the

consequences for them of the Government's decisions on the DDRB Report

will be in colleagues! minds.

| —

c. The Government has rather greater freedom on handling the TSRB

Report on Civil Servants etc. The Press announcement issued last year
when the previous Report on these issues was published said expliecitly:

"No decision has been taken on the Review Body's recommendation that the
full rates applicable to 1 April 1980 should be further adjusted next

year to take account of adjustments in the intervening period." Colleagues
will have to decide, when the Report is available, on the extent, if

any, to which they wish to make use of last year's disclaimer to impose
different treatment on these groups, The CSD in particular are considering
whether, given that the implementation of PRU for the generality of

Civil Servants this year was delayed by 5 weeks to keep within cash limits,

they should recommend the imposition of a similar delay for the Civil

Servants covered by the TSRB Report. If so, and there are strong

management arguments to support such a course, it may nevertheless be

necessary to let some of the other TSRB groups (eg senior service officers)

enjoy full implementation on the due date of 1 April., These mattiers
need not be decided now but Ministers will need to be aware that it may
not be possible to maintain complete consistency of treatment as between

a2ll of the Review Body Groups over the months ahead.

CONFIDENTIAL
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d. The problem of consistency of treatment may also arise with MPs!
pay. Mr St John Stevas said in the House on 9 July last: "The June

1980 increase [ie for MPs] will be further updated, in a manner

analogous to that adopted for other Review Body groups". If the pay
\""—\-n__

increase for senior Civil Servants is to be held back for 5 weeks it
might be open to the Government to impose a similar delay on Members
of Parliament - though the precedents to be set for other Review
Body groups could be argued against delay., Again there is no need
for Ministers to decide this question in advance of receipt of the
relevant Report but it is right that the point should be on the table

when the earlier decisions are taken on 7 May.

)94

ROBERT ARMSTRONG
/7

25 April 1980
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10 DOWNING STREET

From the Private Secretary : | _~22 April 1980

g -

We have just received the 9th Report of thz Review Bodyv on
Armed Forces Pay. I would be grateful for advice on the sub-
stance and handling of this report, and also for a draft letter
for the Prime Minister to send to Sir Harold Atcherley in reply
to his (copy enclosed).

I am sending copies of this letter and of Sir Harold Atcherle)
to John Wiggins (HM Treasury), Richard Dykes (Department of
Employment) Geoffrey Green (CSD) and David Wright (Cabinet Office).
No doubt copy recipients can obtain copies of the report as
necessary from the Office of Manpower Economics.

Brian Norbury, Esq.,
Ministry of Defence.
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PRIME MINISTER cc: Mr. Ingham
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DOCTORS AND DENTISTS AND ARMED FORCES PAY

We have now received the reports of the Review Bodies on

Doctors and Dentists and Armed Forces Pay.

Doctors and Dentists

You will remember that there is a final staging to be paid as
from 1 April on the Review Body's 1978 recommendations. This
amounts to 10.7 per cent on average. This is a belated '"catching
up" element. The new report recommends an average increase of
18.7 per cent to be paid on top of this - ranging from 16.5 to 20.5
per cent for different groups. In addition, it recommends a further
0.6 per cent increase in the pay bill in return for the changes in
consultants contracts which were introduced in January. This comes

to an increase in the total pay bill of 31 per cent.

We are of course getting advice on the handling of this report.
DHSS tell me that they should be able to meet the increased bill
from within the 14 per cent cash limit. This sounds surprising.
However, they tell me that the Treasury agreed that the 14 per cent
increase in cash limit should be calculated on a base which assumed
that the final 10.7 per cent staging had already been paid last year.
So in effect, as with the Civil Service, the cash provision in 1980/
81 for non Civil Service pay in DHSS is a good deal higher than
14 per cent. 1 fear this is likely toc be embarrassing when it comes
out, as no doubt it will. On the other hand, to have limited the
cash 1imit increase strictly to 14 per cent would have meant
either not implementing this latest report or a large cut in the
‘number of doctors and dentists.

Armed Forces

The average increase recommended here is 16.8 per cent - ranging
from 14} per cent to 20 per cent for different ranks. This is
slightly lower than we were assuming in the cash limits discussion
earlier this year. We have of course agreed that the MOD cash limit

will be set so as to accommodate the Review Body's recommendations.

will




as well.

We will get early advice on the handling of this report

If you would like to see the reports, I will put them in the

weekend box.

22 April 1980




OFFICE OF MANPOWER ECONOMICS
22 KINGSWAY
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Telephone 01-405 5944
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The Right Hon Margaret Thatcher MP

10 Downing Street

London SW1 22 April 1980
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REVIEW BODY ON ARMED FORCES PAY
I enclose the Ninth Report of the Review Body on Armed Forces Pay.

Our review this year has been carried out against the background of the
Government's action last year in introducing fully up to date 1 April 1979
rates of pay for all members of the armed forces and of its commitment to
keep pay up to date. The report welcomes the improvement in morale within
the Services that has resulted, and the recommendations bring pay up to date
at 1 April 1980.

We have also recommended an important change in the way in which Service
accommodation charges are assessed. This takes full account of the differences
in the nature of Service tenancies compared with local authority tenancies.

We are satisfied that its adoption will put the rental element of the Services
charges on to an appropriate basis vis-a-vis the local authority tenant.

As usual, our recommendations for Services medical and dental officers will
follow as soon as possible in a supplement to the new report. Amongst other
considerations, we need to know the details of the 1980 recommendations of
the Review Body on Doctors' and Dentists' Remuneration before we can reach
conclusions on this aspect of the review.

J = A {,/L
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HAROLD ATCHERLEY, CHAIRMAN
REVIEW BODY ON ARMED FORCES PAY
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Review Body Reports

We have been checking on the likely timing of receipt of the various

Review Body Reports which are currently in preparation. According to the

Civil Service Department, we can expect the following:~

(a) The Report on Doctors and Dentists’ within the next 2 weeks.
—

(b) The Armed Forces Report at the end of April.

- —

(¢) The Top Salaries Review Body Report in mid-June.

——

(d) The Report on Ministers and MPs also in mid-June.
e — --—-_F"—
2. All of these times are more or less as expected except for the TSRB
Report on top salaries (nationalised industries, Civil Servants, Judges,

Generals, etc.) which until recently had been expected in April. Iam told

industries.

Kthat the delay is probably due to problems over salaries in the nationalised

3. Of the Reports, the Government is committed to more or less
automatic implementation of those on the Armed Forces and on Members of
Parliament. Butit will of course be necessary to consider whether there is
any need for staging of the implementation on awards, particularly in the
light of whatever settlement is reached for the Civil Service in general. There
is in addition a strong, but not inviolable, commitment to implement the

Doctore' and Dentists' and TSRB Reports,

(D.J. Wright)

2nd April 1980

CONFIDENTIAL




CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

29th November 1979
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ARMED FORCES PAY REVIEW BODY =
SECOND SUPPLEMENT TO THE EIGHTH REPORT

This is to confirm that the Chancellor is content

with the Secretary of State for Defence's proposals

as set out in David Omand's letter of 23rd November,

and with the proposed announcement and letter.

I am copying this letter to David Omand and

Jim Buckley.
U;Z; e

M.A. HALL

Tim Lankester Esq.
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10 DOWNING STREET

THE PRIME MINISTER 28 November 1979

’f),“,_ P Hrastd,

You sent me on 7 November the Second Supplement to
your Eighth Report. This Supplement recommended new rates
of London Pay for Service personnel and new rates of pay for
University Cadets and Medical and Dental Cadets. It also
recommended that the element in the pay of University Cadets
attributable to education grants should be equivalent to

the maximum LEA mandatory grants for students outside London.

I am pleased to tell you that the Government has now
considered these recommendations and has approved that they
should be implemented with effect from 1 April, 1979.

This decision will be announced on 30 November.

These measures complete the 1979 Pay Review for the
Armed Forces. I would like to thank you and the other
members of your Review Body for all the very valuable work
you have done. The present Supplement and your previous
Reports in 1979 have dealt with the sometimes very -complicated

issues of Armed Forces pay with great clarity and judgement.

Sir Harold Atcherley




PRIME MINISTER

We have been sent a supplement to the Report of the
Review Body on Armed Forces. (The recommendations of the main
Report were of course implemented immediately after the
election.) The supplement covers the pay of Service university

cadets, and for medical and dental cadets.

The proposed increases for these cadets amount to nearly
50% - considerably more than the increases for the armed
T

forces generally. The increases are justified in the report

because of falling recruitment - for example, in 1978/79,

there was a 47% shortfall on target. MOD have agreed to

EE—

meet the cost from within their existing cash limit, and the

Treasury and CSD are content. Further background is given in
the MOD letter at Flag A.

Although this is a very minor proposal, it is suggested
hat you should announce it because the Review Body Chairman
eports directly to you. A draft Written Question and

Answer is at Flag B, which you will see I have slightly amended.
Are you content?
I also attach at Flag C a letter for you to sign to

Sir Harold Atcherley thanking him for this further report.

1L

27 November, 1979.
[ massl
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MINISTRY OF DEFENCE ¢ -
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 012@30x@2zx 218 2111 / 3

CONFIDENTIAL

MO 4/4
23rd November 1979

B

You sent us on 7th November the Second Supplement to the
EighthReport of the Armed Forces Pay Review Body and asked for
advice on its substance and handling.

The Supplement recommends new rates of pay (effective
from 1st April this year) for Service university cadets and for
medical anddental cadets. The present rates of pay for these
officers have not been increased since 1978 since, as the
Supplement makes clear, the Review Body was not able to include
them in their main Report earlier this year. The Ministry of
Defence had to clarify the implications of the recent income tax
ruling as it affected those cadets before the Review Body could
recommend pay rates for them. The present recommendationms,
therefore, complete the 1979 Pay Review. In essence they bring
the rates of pay for university cadets into line with that of
other junior officers and preserve a differential between the
pay of medical and dental cadets and that of university cadets.

The Supplement also recommends new rates of London Pay
effective from 1st April this year. These rates are derived
from an agreed formula using the same basic statistics as
London Weighting for Civil Servants. The Armed Forces formula
differs from that for Civil Servants in that it covers those
who live in public accommodation separately from those who are
owner-occupiers; and both these categories take account of the
Service home-to-duty travel allowance. Since the relevant
statistics are always taken from the June Department of Employment
Gazette the increases in London Pay are inevitably announced
later than other elements of pay.

/ My Secretary of State

Tim Lankester Esq
No 10 Downing Street
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My Secretary of State is content to accept the recommendations
of the Supplement in toto. They will cost an extra £0.97M in
respect of the university cadet pay and medical and dental cadet
pay, and an extra £1.29M in respect of London Pay. My Secretary
of State is not seeking any addition to the current MOD cash limits
to cover these awards.

In the normal way, if the Prime Minister accepts the
recommendations of the Review Body, the Supplement will be published
as a Command paper and the announcement will be made by written
answer ideally on the same day as publication. I attach a draft
Question and Answer. We have already taken steps to arrange the
printing with HMSO and I am told the Supplement could be ready for
publication at the earliest on Wednesday 28th November. There is
also the courtesy letter which the Prime Minister normally sends
to the Chairman very shortly before publication thanking him and
his colleagues and telling him about the announcement. I attach
a draft to cover this.

I am copying this letter to Martin Hall and Jim Buckley to
whom you sent copies of your letter. They will no doubt comment
to you if they wish but since officials in my Department, the CSD
and the Treasury have been in consultation I believe that there
is general agreement on the substance of the Review Body's
recommendations and on the terms of the announcement.

o ¥

(D B OMAND)
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DRAFT LETTER FROM PRIME MINISTER TO STIR HAROLD ATCHERLEY

You sent me on 7th November the Second Supplement to
your Eighth Report. This Supplement recommended new rates of
London Pay for Service personnel and new rates of pay for
University Cadets and Medical and Dental Cadets. It also
recommended that the element in the pay of University Cadets
attributable to education grants should be equivalent to the

maximum LEA mandatory grants for students outside London.

I am pleased-to tell you that the Government has now

considered these recommendations and has approved that they

should be implemented with effect from 1st April 1979. This

decision will be announced on

These measures complete the 1979 Pay Review for the
Armed Forces. I would like to thank you and the other members
of your Review Body for all the very valuable work you have done.
The present Supplement and your previous Reports in 1979 have
dealt with the sometimes very complicated issues of Armed Forces

pay with great clarity and judgement.







10 DOWNING STREET

From the Private Secretary 7 November 1979

2

We have now received the Second Supplement to the
Eighth Report of the Review Body on Armed Forces Pay.
I enclose a copy of Sir Harold Atcherley's letter and
a copy of the report.

I would be grateful for advice on the substance
and handling of the recommendations of this report, and

for a draft letter in due course which the Prime Minister
could send to Sir Harold.

I am sending a copy of this letter and of
Sir Harold Atcherley's letter to Martin Hall (HM Treasury)
and Jim Buckley (Lord President's Office). We do not
have extra copies of the report, and if copy recipients
need copies of the report, they will no doubt be able to
obtain them from the Office of Manpower Economics.

B.M. Norbury Esq
Ministry of Defence




OFFICE OF MANPOWER ECONOMICS

22 KINGSWAY
LONDON WC2B 6JY

Telephone 01-405 5944

The Rt Hon Margaret Thatcher MP 7 November 1979
10 Downing Street
London SW1

REVIEW BODY ON ARMED FORCES PAY
I now submit to you the Second Supplement to our Eighth Report.

It contains our recommendations on the pay of university cadets and
medical and dental cadets, as foreshadowed in the Eighth Report and

in the Supplement to it covering the pay of Service medical and dental
officers. It also contains recommendations on the rates of London
weighting for members of the armed forces. These recommendations
complete our 1979 review of armed forces' pay.
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HAROLD ATCHERLEY, CHATRMAN
REVIEW BODY ON ARMED FORCES PAY
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letter (and on which I fear agreement in Whitehall has still
reached); and I hope I will be able to rely on your

in this wher

3ut I also hope that neither you nor our colleagues are
under the impression that in honouring our commitment to the
Forces generally we were doing anything more than restoring pay
to its proper level: the size of the ceases needed was simply
a measure of the extent to which our predecessors had allowed
the Forces to be underpaid during the years of their incomes
policy. I agree that there was an element of inducement in
the new pay for the very small bodies of SAS and SBS personnel;
but, for the rest, I do not think I can accept the imputation
of your phrase "buying our way out of the problem". We will
certainly need to maintain the full comparability of the

/military

The Rt Hon John Biffen MP
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CONFIDENTIAL

2nd July 1979
MO 4/4

LOCAL OVERSEAS ALLOWANCE

The Defence Secretary was grateful for the agree-
ment of Mr Channon, and Mr Biffen, to the introduction
of a new system for the calculation of the Local
Overseas Allowance (LOA) paid to members of the Armed
Forces serving overseas. I have also confirmed with
Mr Prior's Private Office that he has no objection
either,

The Defence Secretary will be announcing the
change in a Written Answer to the House of Commons on
Wednesday, 4th July. This is the earliest that we can
make the announcement, and still give adequate time
for the Commanders in Chief in Germany to prepare for
the briefings that will be necessary for the Armed Forces
themselves on Wednesday. The effective date of the
ending of the moratorium on LOA changes imposed by the
last Government will, however, remain 2nd July, as
recommended,

This is a highly complex subject and it will be
difficult to present the changes to the Services and to
the public. We are of course very anxious to avoid the
impression that we are forcing an "Irishman's rise' on
some Servicemen in Germany by taking away with one hand,
through revised rates of allowance, a large part of the
increase in take home pay which they received through

/ the “ s

Geoffrey Green Esq
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the Government's restoration of full pay comparability.
Mr Pym is planning, therefore, to give a very full

answer to the House, and to place an explanatory

memorandum in the Library of the House. Copies of these
CLexts, which will have been seen by your officials,

are attached. Commanding Officers in the areas affected
will have their own instructions to brief their men on

the change on Wednesday; and defensive Press briefing will
be held both in the Ministry of Defence and at Commands
overseas,

I am copying this letter to Tim Lankester (No 10),
John Anderson (Department of Employment), Alastair Pirie
(Chief Secretary's Office) and to Richard Prescott
(Paymaster General's Office).

v ‘?{\-A YT
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LOCAL OVERSEAS ALLOWANCE

Draft Parliamentary Announcement

To ask the Secretary of State for Defence:
"Whether in cthe light of the restoration of full pay
comparability for the Armed Forces he will reassess
the Local Overseas Allowances paid to members of

HM Forces in Germany',

Answer

As the House will be aware, Local Overseas Allowances (LOA)
are paid in Germany and other overseas stations to enable
Servicemen and women to maintain their standard of living
wherever they may be posted. In 1977 the last Government placed
a moratorium on changes in the real value of LOA because they were
aware that reductions in certain of the rates were due and
that to impose these at a time when the pay of Servicemen had
been allowed to fall so far behind under their incomes policy
would have had a disastrous effect on morale. |At the same
time they ordered an examination of the basis for calculating
the allowance. Following their undertaking last year
to restore pay to its proper level in stages, they announced
that a review of the allowances in Germany would take place
at the beginning of 1979 and that decisions on the future

of the allowances would be taken in April.

The result of the prolonged moratorium has been that rates of

LOA in many overseas stations, including Germany, have become

increasingly unrealistic, with many Servicemen being over-compensde




CONFIDENTIAL

and many others under-compensated, for the extra living
expenses which they necessarily incur.
Having fully restored the pay of the
Government has now : ) : .
Forces tpe / decided to introduce the new criteria which
. have been worked out as a result of the re-examination of
LA
the/system. The effect will be to distribute the allowance
more fairly and to take more account of the actual needs
of those - especially married men accompanied by their
families - who are posted overseas. I have placed a brief
explanation of the new system in the Library of the House.
The change over will be made gradually, with staging on
1st October and 1st January next year., This will minimise
the effect of decreases in some rates which are now overdue,
and which reflect the higher inflation experienced in the
here

United Kingdom which has depressed living standards/during

the last few years. There will, however, be increases for

some 40% of Servicemen and women in Germany =~ principally for

the younger married personnel who are most exposed to local

conditions and costs.

Meanwhile, from 1st July, other changes in the rules
cof LOA benefit
for the payment / are being introduced which will/significantly

all those who move temporarily from an overseas

/ station ...

" CONFIDENTTAL
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station for short or emergency tours in the UK and who now
suffer ar immediate loss of LOA. In future they will be
their
allowed to keep in full Allowance for 20 days after
posting, or 30 days if they have left a family behind, to

help them meet their continuing long term commitments at
n [ ] [

their overseas station.

Also from 1st July, the eligibility for "sea-going"
rates of LOA will be extended to include the
companies of HM Ships in N. European waters who hitherto
have received no compensation whatever for the additional expenses

which they incur when visiting N. European ports.

Reviews, also using the new system, will be resumed
on other overseas stations starting in September. It is
not possible to forecast the outcome of these at this

stage.

of calculating LOA
The Government believes that the new system), together

with the two important extra benefits to which I have referred

will be generally welcomed by the Forces throughout the

world,

CONFIDENTIAL




'!“*T _FORCES LOCAL HVERSEAS ALLOWANCE — A NEW SYSTEM

1. Local overseas allowance (LOA) is a tax free compensatory
allowance which is paid to servicemen and women to meet the higher
cost of living on overseas stations. It is quite separate from
pay. It is assessed separately for each overseas station taking
account of the local prices paid by servicemen and their families.
Its basic purpose is to enable servicemen to maintain their
I
- and_ never has been -

standard of living wherever they may be posted; it is HOl/dCSL”I

as an inducement to, or as a reward for, service overseas,

e Hitherto the allowance has been calculated by constructing
"shopping lists" of goods and services which single and married
servicemen can purchase with their pay in the Unifed Kingdom and
re-costing the items at local overseas prices: the difference
DCLhecn the overseas cost and the United Lingdom cost is rcitocfou
in the allovdnce. Some variations in patterns of local expendlture
have been recognised for reésons of climate (eg more clothing at
.cold sta{ions and more cold drinks in tropical areas); genoral}y
however, servicemen and their families abroad have been assumed

1o follow the style of life determined by their pay in the United

Kingdom.

3. It follows that in a period in which pay does not keep pace

with prices in the United Kingdom, with the result that home living
standards fall, the "shopping list" contains fewer items and, unless
overseas living costs have risen even faster, the amount of J.0A
produced by the calcuation is reduced. This position was reached

for Germany in 1977, when the rates of LOA ihere were due to be

reviewed in the normal course of cvents. MNowever, because the Forces




were generally suffering from artificially low rates of pay

as a result of the then Government's incomes policy, the
previous Administration introduced a worldwide moratorium

on changes in the real value of the allowance in order to

avoid reductions which would have had a seriously depressing
effect on morale. At the same time a review of the whole
system for calculating the allowance was set in hand.

4, This review has now been completed and as a result the
Government proposes to introduce ‘a number of changes which
will both update the allowance and adjust the anomalies crezated

by the moratorium. The effect will be that those Servicemen

accompanied by their families who are most exposed to overseas

living costs will benefit most, and also all Servicemen who
leave the overseas station for short or emergency tours, for
example, in Northern Ireland, who hitherto have had their LOA
stopped or abated immediately. LOA will also be introduced for
the first time for the crews of HM Ships in Northern European
waters who visit ports on the Continent.

D The main changes recognise that essential expenditure on
many items abroad, such as transport and recreation, is
directly and significantly affected by local conditions.

The new system for calculating the allowance will ensure,
through a process of inspecfion visits, consultation and
evaluation, that the rates are brought more closely into line
with the actual needs of Servicemen at overseas stations. The

result in Germany, where a review of local living costs set in

hand by the previous Administration was completed earlier this




yu:-'ar-:, x-.r'j_]_h.'l, be that many servicemen will receive increases in their
present rates of LOA. Others - mainly the single and tihose
uﬁnccompanied by their families, who are generally less exposed

to local living corditions and costs -~ will receive less than

at present, thopgh more than they woula under the system

hitherto in operation. Now that pay has been restored to its

overseas
correct level, there is no reason why the/allowance should not

be fixed for all those serving abroad at the rates judged
necessary to fulfil its essential purpose. This is, moreover,
the only basis on which the allowance can continue to be paid

free of income tax.

6. A table of the new rates of the allowance for the nain

British Forces area of Germany based on the new system is attached.

These rates, which take full account of current rates of pay and

taxes, will be introduced in two stages and will become fully .
operative from 1 January 1980. The existing rates which, apart
from arithmetical adjustment to reflect changes in the rate of
_exchange, have been in force since 1975 are also shown. The
reduction in the rates for single pcrsonncl.and married men
unaccompanied by their families shows the measure of the soaring
rate of inflation in the United Kingdom and the reduced standard
of living which the Forces generally, like others in the community,
have suffered during the past' four years. The corrcsponding
effect for married servicemen accompanied by their families has
been masked to a much greater extent by the benefit which tﬂoy

will receive from the introduction of the new system.

I




The Government believes that the new system will provide
fairer basis of compensation for the essential needs
of the Torces serving overscas in future. It is estimated that
the new rates of allowance for the Forces i Germany will cost
£120M at current rates of exchange in a full year. The extent
of the benefit generally afforded by the changes in the system
is illustrated by the fact that the corresponding cost of allowances

re-calculated on the previous basis would have been £92M.

small number of Servicemen
8. Rates of LOA payable to the Z\Stationcd in Germany outside

the British Forces area,and to those in isolated detachments who

do not have access to the full range of Service facilifies,aro
being similarly revised. The changes for them are not expected

to differ. appreciably from the general pattern indicated in the
table. Other overseas stations will have their allowances reviewed
undér the new system in a cycle extending over the next two or
three years. It is not possible in advance of these reviews to

. predict the outcome.

9. The Government has also decided to remove two anomalies which
have hithert given rise to hardship. First; the practice of with-
drawving LOA from a serviceman immediately he lecaves an overseas
station for temporary duty in the United Xingdom (unless he has
left his family in the overscas areca, in which case a proportion

of the married rate of the allowance in issue has been paid), which

has borne particularly bhardly on those sent from Germany for short

tours in Northern Ireland, will cecase from 1 July 1979. In fulure




be issued in full for up to

I_JO {A\. W i ].. 1

absence from the overseas station en

United Kingdom (30 days where a famil

so enabling Servicemen to meet their

commitments at the overseas station.
for example, that a Sergeant leaving
Germany while serving for 30 days or
Ireland will, when the new rates are
LOA

receive additicnal

single junior officer away for 20 days or

receive £62.20.

10.

a1 1o

amoul

Second, as mentioned above,; the crews of

Ny ] mwrocs
?~‘.? (su'l_'y'E)

temporary
duty in the

y remains behind)
long term continuing
This will mean,

his familiy in

more in Northern

fully implemented,

to. £65.70, A

- bl

more will

Ships

visiting ports in North West Europe have until now not

been regarded as eligible for any form of LOA,

expense to which they are put. This

be removed from 1st July 1979 by the

despite the
anomaly will also

introduction of an

appropriately calculated rate of "Seagoing LOA", the effect

of which will be to bring those concerned into the system

which has been applied to seagoing personnel in other parts

of the world.

11.

estimated at £4m in a full year.

.

The extra cost of these two further new benefits is
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From the Private Secretary 29 June 1979

B Co L Hana,
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”

The Prime Minister has asked me to thank you for your
letter of 12 June forwarding the recommendations of the Review
Body on Armed Forces Pay on the pay of Service Medical and
Dental Officers and on improvements in the pay of the Special
Air Service Regiment and the Special Boat Squadron, Royal
Marines. She is grateful to you and to the members of the
Review Body for this thorough and comprehensive further Report.

You will wish to know that the Government has accepted
the Review Body's recommendations for both these groups in full.
In the absence of the Prime Minister the Secretary of State for
Defence will be announcing this decision by means of a Written
Answer in the House of Commons on Friday, 29 June. The Supplement
to the Eighth Report will be published at the same time as
Command 7603.

In your letter you suggested that the Government might not
wish to publish the Review Body's recommendations concerning
the Special Air Service Regiment and the Special Boat Squadron,
Royal Marines. The Government believes that it would not be
in the national interest to publish these recommendations and
accordingly Part II of the Supplement has not been printed.
The new rates of SAS/SBS Service pay will be implemented by
the Ministry of Defence by administrative action without publicity.

Sir Harold Atcherley
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 01303XR¥ 218 2111/3

CONFIDENTIAL 28th June 1979

MO 4/4

Al
(M
/

Thank you for your letter of ,26th June conveying the
Prime Minister's agreement to the Defence Secretary's proposal
to accept and publish the Supplement to the Eighth Report of
the Armed Forces Pay Review Body. I have confirmed with
colleagues that there are no objections to this.

The Supplement will be published on Friday 29th June,
and the Defence Secretary will be announcing this in a
written Answer that afternoon. I enclose a copy of the
proposed Answer. As requested I attach a draft letter for
you to send to Sir Harold Atcherley informing him of this.

Copies of this letter go to the recipients of yours.

(D B OMAND)

T Lankester Esq
No 10 Downing Street

CONFIDENTIAL
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DRAFT LETTER TO SIR HAROLD ATCHERLEY

The Prime Minister has asked me to/thank you for
your letter dated 12 June forwarding the recommendations of
the Review Body on Armed Forces Pay on the pay of Service
Medical and Dental Officers and on improvements in the pay of

the SDBCLJJ Air Service Regiment and
the Special Boat Squadron, Royal Marines, She is grateful

oy

to you and to the members of the'Review Body for this
thorough and comprehensive further Report.

You will wish to;ﬁhow that the Government has
accepted the Review Bodyfé recommendations for both these
groups in full., 1In tbe absence of the Prime Minister the

Secretary of State ﬂOP Defence will be announcing this

decision by means Of a Written Answer in the House of Commons

on Friday 29th gﬁne. The Supplement to the Eighth Report
will be publigﬁed at the same time as Command 7603,

IQ/&our letter you suggested that the Governmeﬁt
might not Mish to publish the Review Body's recommendations
concern;ﬂg the Special Air Service Regiment and the Special
Boat S juadron, Royal Marines., The Government believes tha
it would not be in the national interest to publish these
reconmenaztlouu and -accordingly Part II of the Supplement
nas not been printed, The new rates of SAS/SBS Serviee
pay will be implemented by the Ministry of Defence by

administrative action without publicity.

CONE
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,ﬁﬂbwﬂy of State for D“'”J cé if he will
about, the Pu; of Medical and Dental Officers

ANSWER

Secretary of State

The Supplement to the Eighth Report of the Armed Forces
Pay Review Body covering the pay of Service Medical and
Dental Officers has been published today as Command 7603,
Copies are available in the Vote Office.
The Government accepts the Review Body's recommand&tionsi
on the levek of military salary for Service Medical and
Dental Officers appropriate at 1 April 1979, These will
_be implemented in full from 1 April 1979 in line with the
decision already anmnounced to pay the fully up-to-date

rates of pay for all combatant ranks up to Brigadier as .

{
(
\._J

recommended in the Review Body's Eighth Report.







DEPARTMENT OF HEALTH & SOCIAL SECURITY
Alexander Fleming House, Elephant & Castle, London SEI 6BY
.Tclcphone 0I-407 §522
From the Secretary of State for Social Services

The Rt Hon Francis Pym MC MP /
Secretary of State for Defence :
Main Building

Whitehall :

LONDON SW1 7.3 June 1979

DQG—V ?}«o’ecr,

AFPRB EIGHTH REPORT

Your letter of 21 June-only reached me today. As you say, we are already
committed to paying doctors and dentists in the Forces who are covered by
the AFPRB Report the fully up~to-date rates from 1 April 1979. This is
known to the medical and dental professions and I cannot see any reasons
for fearing trouble from them at this stage because they are only paid
half-way up~to~date rates. I think we should implement this latest Report
of the AFPRB.

I have no comments on the AFPRB's recommendations for the SAS and SBS.

I am copying this letter to the Prime Minister, Members of 'E' Committee,
the Paymaster General-end to Sir John Hunt.
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Treasury Chambers, Parliament Street, SW1P 3AG

Rt Hon Francis Pym MC MP ' ?-qut
Secretary of State

Ministry of Defence

Main Building

Whitehall

London SW1A 2HB 27th June 1979

[r '
Jear Froneer

REVIEW BODY ON ARMED FORCES PAY: SUPPLEMENT TO THE EIGHTH REPORT
You copied to members of E Committee your letter of 2¥ June to
Christopher Soames.

As we are already committed to the increases for Service doctors
and dentists, I see no objection to your proposal to implement
them in full. Nor would I wish to object to the proposed
increases for the SAS/SBS.

However, I think there is a wider point that we need to watch.
The SAS/SBS increases are justified on the basis of the need to
recruit and retain manpower - as indeed were increases for the
Armed Forces generally, and for other groups such as the police.
We are firmly committed to our policies for improving defence and
the enforcement of law and order, and if these increases contribute
significantly to that end, well and good. But Sir Harold
Atcherley's letter of 12 June to the Prime Minister states:

"We are aware that there can be no certainty that a
cash incentive will provide the solution to the
recruitment problems."

I therefore think a careful watch must be kept on the recruitment
and retention situation in these areas and that we should examine,
in, say, a year's time, the effect of these large pay increases.
If it transpires that, in spite of the increases, major problems
remain, we shall need to examine the situation in greater depth.
If there are other factors - such as terms and conditions of
service, or recruitment policy - which are having a major effect
on recruitment and retention, it may be wrong to assume, as
Atcherley indicates, that we can simply buy our way out of the
problem.

I am copying this letter to the Prime Minister and other members
of E Committee, the Secretary of State for Social Services, the

Paymaster General and Sir John Hunt. ‘TZ r) .
W B2

JOHN BIFFEN
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From the Private Secretary ) / 26 June 1979
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The Prime Minister has read your
Secretary of State's letter of 21 June to
the Lord President concerning the Supplement
to the Eighth Report of the Armed Forces Pay
Review Body. Subject to colleagues' views,
she is content with Mr. Pym's proposals.

Before Mr. Pym decides to make his
announcement, you will no doubt let me have
a draft letter for the Prime Minister to send
to Sir Harold Atcherley; if the announcement
is to be this week, then I would be grateful
for a draft which I could send on the Prime
Minister's behalf.

I am sending copies of this letter to
Private Secretaries to members of E Committee,
Don Brereton (DHSS), Richard Prescott (Paymaster
General's Office) and Martin Vile (Cabinet Office).

r\quxﬂ e
—

Lot

Roger Facer, Esq.,

Ministry of Defence. ]»\




10 DOWNING STREET

PRIME MINISTER

You commented on the
attached letter from Mr. Pym
that he should make it quite
clear in his statement that
"This is the second stage of
a three-stage award over two
years'. Unless I have misunder-
stood you, I do not think this

point arises. The Service

doctors and dentists, unlike
[EES

their civilian counterparts,

are getting their second and
third stages at the same time.
You decided, after the Cabinet

on Armed Forces' pay, that they
should be treated in the same way
as the Armed Forces generally -
which of course means bringing
the third stage forward to this
l foffj‘

year.

25 June 1979




Civil Service Department,
Whitehall,
. London, SW1A 2AZ

With the Compliments
of the
Private Secretary
to the
Lord President of the Council




Civil Service Department
Whitehall London SW1A 2AZ

01-273 4400
22 June, 1979

R L Facer Esq

Private Secretary to

Secretary of State for Defence
Main Building

Whitehall

LONDON SW1A 2HB

lh4p~ &1tj¢»,

Your Secretary of State wrote on 21 June about

the Supplement to the Eighth Report of the Armed
Forces Pay Review Body. The Lord President agrees
that the Supplementary Report should be accepted
without discussion.

Officials here have been closely involved at all
stages leading up to the recommendation for the
SAS/SBS and they are fully acceptable. We agree
that no mention should be made in any announcement
and that it would be best to omit any reference

to it from the printed report.

T am sending copies to the Private Secretaries to
members of E and to Secretary of State for Health
and Social Security, the Paymaster General and
Martin Vile in Sir John Hunt's office.

an&uAA; KH$~LL~‘£A1J
<:¥;A.£&MAJdUL«1 :

J BUCKIEY

Private Secretary

CONFIDENTIAL







22 June 1979

I am writing on behalf of the Prime
Minister to thank you for your letter of
12 June with which you enclosed the
Supplement to the 8th Report of the Review
Body on Armed Forces pay. Your recommendations
on Service medieal and dental officers and
on the pay of the Special Air Service
Begiment and the Special Boat Squaasron,
Royal Marines, are being urgently considered,
and an announcement will be made as soon
as possible.

Sir Harold Atcherley
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Your officials have a copy of the Supplement to
the Eighth Report of the Armed Forces Pay Review Body
which No 10 referred to in its letter dated 13th June.
This Supplement gives the Review Body's recommendations

o

MO 4/4

1

on the pay of Service doct and dentists and on the
additional pay for members of e Special Air Servi
(SAS) and Special Boat Service ( 5

: of Service doctors and dentists is calcu-
lated L e parately from that of combatants. It is
based o1 fd.n.rgs of the General Medical Practitioner
_1'_1'1 L‘nr:: National Health Service and the Review Body'

';-';';f_‘:z‘:i;:i._r.;n:_a must therefore follow the Government's
c?:_(.ng(.“L n the levels of General Medical Practitioners'
earnings as recommended by the Doci.f)ﬂ*' and Dentists'
Review Body. Following the Government's decision, which
I announced in reply to a QU”Q'[;‘I on in the House on
12th June, that Service doctors and dentists, like
combatants, would receive their full appropriate lewvels
of pay from 1st April this year, the Review Body has
produced recommendations only for these.

The recommended pay scal c are set out in paragraphs

19 and 20 of the Supplement. e are fully committed to

accepting

Lord Soames GCMG,
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accepting them. They involve, as the Review Body notes
in the latter pfﬂ%??r:wﬁw, an inverse differential with

=
s

the current pay of Major Generals (including medical and
dental Major Gene ?GIQ) whose pay scales have only very
recently been set following the recommendations of the

Top Saharlc5 Rcv1ew Body. This produces an awkward
anomaly but I do not see how we can rectify it without
either depressing the pay scales at the level of

Brigadier and below contrary to our previous undertaking;
or raising that of the Major General contrary to the
recent decision on TSRB salaries. In all the circumstances
therefore I am prepared to live with it temporarily, until
decisions are taken on next year's awards.

The recommendations for SAS/SBS Service pay are,
of course, quite separate. I should say that these two
very small and specialised groups, the Special Air
Service in the Army and thw Special Boat Service in the
Royal Marines, take on a wide range of very important and
sensitive tasks. As Sir Harold Atcherley's covering letter
makes clear, both groups are significantly below their
complements and we must rely heavily on the recommended
increases to stimulate recruitment. Although these
recommendations have appeared in a supplementary report
they are part of the main Forces' pay settlement and I
think we are bound to accept them.

I hope we can agree to accept the Supplementary
Report without dJaCUannn. If so, I would if possible aim
for an announcement next week. I believe it would be best
to omit any reference to the SAS/SBS award from the announce-
ment and from the printed report, since the work of these
groups is not helped by puhljciky ‘he terms of the
amnmouncement c:m be agreed betw - PPN

I am copying this letter to the members of E, as well
as the Secretary of State for Health and Social Security,
the Paymaster General and to Sir Johm Hunt.

> P -
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18 June 1979

My Dear Lord Provost

Thahk you for your letter of 5 June.

I was glad to hear about your visit to the

40th Field Hegimeﬂt Royal Artillery in

West Germany, and I am of course delighted
that the recent armed forces pay award

appears to have been received so well.

Yours sinaxely

MT

The Right Honourable Kenneth Borthwick, J.DP.
jfh
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From the Private Secretary A 13 June 1979

Tl

Review Body on Armed Forces Pay

The Prime Minister has now received the enclosed letter from
Sir Harold Atcherley together with the supplement : to the
Eighth Report of the Review Body on Armed Forces Pay. This covers
the pay of Service medical and dental officers on which decisions
in principle have already been taken - as recorded in Ken Stowe's
letter of 10 May; but it also covers the pay of the Special Air
Service Regiment and Special Boat Squadron, Royal Marines.

I should be grateful if your Secretary of State could provide
the Prime Minister with advice on this Report - both in regards
to substance and handling. It would be helpful if this advice
could be put forward in consultation with the Chancellor of the
Exchequer, the Lord President and the Secretaries of State for
Employment and Social Services.

I am sending copies of this letter, together with a copy of
Sir Harold Atcherley's letter, to Tony Battishill (HM Treasury),
Jim Buckley (Lord President's Office), Ian Fair (Department of
Employment), Don Brereton (Department of Health and Social
Security) and Martin Vile (Cabinet Office). I would be grateful
if you could arrange for copies of the Review Body's Report to
be circulated as necessary.

/\/@wmf
Ladostny

John Gutteridge, Esq.,
Ministry of Defence,

CONFIDENTIAL




OFFICE OF MANPOWER ECONOMICS

22 KINGSWAY
LONDON WC2B 6JY

Telephone 01-405 5944
The Rt Hon Margaret Thatcher MP
10 Downing Street
London S W 1
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i - (OO Mites Ve, 12 June 1979

REVIEW BODY ON ARMED FORCES PAY

Following the Government's decision on the recommendations in the Ninth Report

of the Review Body on Doctors' and Dentists' Remuneration, we are now able to

make our own recommendations on the pay of medical and dental officers in the
Armed Forces. We do so in a Supplement to our Eighth Report 1979 which I now
submit to you on behalf of the Review Body on Armed Forces Pay. We take the
opportunity, in the same Supplement, to put forward our recommendations

concerning improvements in the pay of the Special Air Service Regiment as fore-
shadowed in the penultimate paragraph of my letter of 5 April 1979 to Mr Callaghan.

Service medical and dental officers

In making our recommendations, we have taken note of the Government's decision
to put into effect with effect from 1 April 1979 the full rates which we may
recommend for Service medical and dental officers, which was made known to me
in Mr Lankester's letter of 10 May 1979. As a result, our recommendations
relate to the fully up-to-date military salaries appropriate at 1 April 1979.

We have drawn attention to the problem of 'reverse differentials' - albeit
temporary - at the top of the salary structure, which results from the decision
to maintain the staging arrangements relating to the 1 April 1978 salaries of
the Major General and above. The fully up-to-date salaries in the two areas
provide a satisfactory overall structure, but the second stage 1 April 1979
salary for the Major General and equivalent (£16,714) is lower than the fully
up-to-date salary of medical and dental Brigadiers (and senior Colonels). This
situation will continue until the pay of the Major General is brought up to date.

Special Air Service Regiment (SAS) and Special Boat Squadron, Royal Marines (SBS)

In the second part of the Supplement we have confined our recommendations on the
pay of officers and men of the SAS and SBS to a statement of the recommended rates
of additional pay with a minimum of background information. In doing so we have
had regard to representations from the Ministry of Defence about the sensitivity

of all arrangements relating to this specialised field and we have formulated our
recommendations in a way that is designed for publication in the normal way, taking
account of those views. If, however, the Government decides that it is not in

the national interest to publish 'Part II' naturally we would be ready to adapt

the Supplement for publication.

Given the confidentiality of much of the background to the SAS/SBS recommenda-
tions, I would like to set them in their proper context in this letter. Manning
problems in the SAS were first brought to our attention in 1975 when we considered
Ministry of Defence proposals for the introduction of a form of additional pay as
an incentive to recruitment and retention. Our own inquiries led us to the

CONFIDENTIAL i aea







CONFIDENTIAL

conclusion that the first step towards resolving the problem lay in the proper
'grading' of jobs in the SAS in terms of ranks and pay 'bands' on the same

basis of job evaluation as was in use generally throughout the armed forces.

In practice, on that basis, most of the existing ranks were 'upgraded': the
minimum rank of the trained SAS soldier became Corporal and, with the exception
of the Warrant Officer Class 1 and Class 2, other non-commissioned ranks from
Corporal to Staff Sergeant moved up by one rank. We now conclude that' the upgrading
process should be extended to Warrant Officers and we recommend that those who
were Warrant Officer Class 2 before the 1977 restructuring should now be promoted
to Warrant Officer Class l. For pay purposes existing Warrant Officer(s)

Class 1 should be treated in the same way as the Warrant Officer Class 1 who
holds the position of Academy Sergeant Major at the Royal Military Academy,
Sandhurst. These changes should be effective from 1 April 1979.

However, during the recent review, we received evidence from the Ministry of
Defence of increasing manning shortages in the SAS over the last four years

and of a current (December 1978) shortfall from establishment of some %0 per cent.
At the same time a marked shortfall had arisen since 1976 in the Special Boat
Squadrm because of the need to increase numbers. At December 1978, the shortfall
was 26 per cent. The SBS is a smaller organisation than the SAS and a shortfall
of this order presents an equally serious problem, particularly as we understand
that the calls made on their specialised skills are unlikely to be reduced and
may well increase.

We cannot judge operational demands and we have assumed that they will continue
at least at the present levels. We have therefore considered - and have explored
with the Ministry of Defence - the extent to which improved cash incentives might
help. We are aware that there can be no certainty that a cash incentive will
provide the solution to the recruitment problems and it is clear from the
statistics on selection that the exceptional qualities required of the men who
succeed in qualifying for service in these two units are scarce. A cash incentive
must therefore be adequate to attract potential specialists of the right calibre
but, more important, it must be adequate also to persuade trained men to stay in
the SAS/SBS in an environment in which increased violence in society generally
adds to the marketability of their skills.

Our recommendations are designed to do this and, at the same time, to simplify

the pay structure in the SAS by subsuming the present form of parachute pay.

The result will be a straightforward structure of military salary plus SAS

Service pay. The position in the SBS is slightly different, but our intention

is that the rates of additional pay should maintain the earnings of members of

the SBS in the same relationship to SAS earnings as existed immediately prior

to 1 April 1979 - that is, with SAS earnings and ranks after the 1977 restructuring.

[
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HAROLD ATCHERLEY, CHAIRMAN
REVIEW BODY ON ARMED FORCES PAY




OFFICE OF MANPOWER ECONQMICS

22 KINGSWAY
LONDON WC2B 6JY

Telephone 01-405 5944
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T P Lankester Esq
10 Downing Street
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I am writing on Sir Harold Atcherley's behalf to thamk you for
your letter of 10-May 1979 informing him of the Government's
decision to implement in full the 1979 recommendations of the
Review Body on Armed Forces Pay. Sir Harold Atcherley is in

fact abroad at present, but I was able to talk to him before

the news broke publicly. I need hardly add that he (and the
Review Body as a whole) very much welcomes the decision, which
fully meets the view expressed in the Eighth Report (paragraph 53).
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ARMED FORCES! PAY

 The Secretary of State for Defence, Mr Francis Pym, today announced that one
of the Covernment's first tasks must be to stop the very damaging outflow of
experienced and skilled officers and men from the Armed Forces.

In its Eighth Repor£ this year the Armed Forces! Pay Review Body recommended -- -
the rates of pay, representing an average net increase of 323%, which it considered
appropriate at 1lst April and emphasised that the earliest possible restoration of
competitive pay levels was the least that is needed. The Body went on to say that
it would then be essential to maintain them in line with earniﬁgs outside according
to the accepted standards.

The previous Government did not act on these recommendations. Instead it
withheld a part of the recommended award until next April. '

The present Government has decided, in accordance with the pledges which it
gave while in opposition, to implement the recommendations of the Review Body in
full, E '
This means that, with effect from lst April this year, the Forces' pay will be
increased by the full amounts recommended. New detailed pay scales.are attached.

Having thus fulfilled its undertaking by restoring the pay of Sérvicemeq to the’
levels of their counterparts, it is the Government's intention to maintain it there-
after at those levels. : y

Issued by - Public Relations .
Ministry of Defence
~ Main Building
Whitehall
London SW1A 2HB
01-218 7924/7931
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New' rates

Daily

. : £
*University Cadet e son wws 3.90
¢s0fficer Cadet eee oos  ses  ees : g-be
Second-Lieutenant(SSLC) On commissioning ‘ 5% 4N
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Second-Licutenant(RCC) £ A som T lo.uo
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After 1 year in the rank ; (S 1%
After 2 years in the rank - LY |

- After 3 years in the rank A 1S90
After L years in the tank - 1b.2q

Captain - On aprpcintment ces AR Yy
. After 1 year in the rank e 2k
After 2 years in the rank \ Coaeu
After % years in the rank _ Low b e
After ecrs in the rank ' 2031
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After e the rank ' I+ 3 K ¥

o 23 0]
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After 2 years in the rank L L
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After 4 years in the rank _.A5-27
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Special List .
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Less then 6 yeurs : 6 years but less than 9 years. Q years or more
Scale A Scale B Scale C

Band 1 Band 2 Band 3 Band 1 Band 2 Band 3 Band 1 Band 2 | ' Band 3
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¥arrant Officer 1 ~__ 17-07| 1820 19+:50| 20-98| 17-3) 18:50| 1I9+€o0| 2t *2¢ | 17-282| 1895| 20:.25| 21+
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©: DRAPT STATEMENT

ARMED FORCES' PAY

One of the Government's first tasks must be to
stop the very damaging outflow of experienced and skilled

officers and men from the Armed Forces.

~ In its Eighth Report this year the Armed Forces'
Pay.Review Body recommended thg rates of pay, representing
. an average net increase of 32%%, which it considered
appropriate at 1st Aéril_and emphasised that the earliest
possible restorationﬂof competitive pay levels was the
least that is needed. The Body went on tolsay that
it would then be essential to maintain them in line with

- earnings outside according to the accepted standards.,

The previous Government did not act on these
recommendations., Instead it witheld a part of the

recommended award until next April.,

The present Government has decided, in accordance
with the pledges which it gave while in opposition, to

implement the recommendations of the Review Body in full,

This means that, with effect from 1st April this
ear, the Forces' pay will be increased by the full -
¥ ’ pay _

amounts recommended. New detailed pay scales are attached.

/ Having ...




Having thus fulfilled its undertaking by restoring the

pay of Servicemen to the levels of their counterparts, it is

the Government's intention to maintain it thereafter at those

levels,







10 DOWNING STREET

From the Private Secretary 10 May 1979

I am writing on the Prime Minister's behalf to let you
know that, in accordance with the commitment given by the
Government when in Opposition, the Secretary of State for
Defence will be announcing this afternoon that the pay of
the Armed Forces will be brought up to the full levels
recommended in your Eighth Report as being appropriate at
1 April 1979, with effect from that date. The Government
will similarly put into effect, from the same date, the
full rates which you will be recommending in due course in
your Supplementary Report covering the pay of Service
Medical and Dental Officers.,

Sir Harold Atcherley.




10 DOWNING STREET oy gy

From the Principal Private Secretary 10 May 1979

Do Lsaan

)

Armed Forces Pay

The Prime Minister discussed further, after Cabinet this
morning, with your Secretary of State, the Chancellor of the
Exchequer and the Secretary of State for Social Services, the
nature of the Government's commitment on Armed Forces pay.

The two points at issue were the position of Doctors and
Dentists in the Armed Services and the proposed inclusion in the
announcement of improvements in conditions of service at an
annual cost of £30 million.

On the first point, the Prime Minister and her colleagues
noted that the pay award for Doctors and Dentists in the Armed
Services has to be considered further by the AFPRB; they
concluded that whatever the Review Body recommend in their
further Report about the pay of Doctors and Dentists in the
Armed Services, would be implemented in full; they noted, however,
that this would be wholly without prejudice to the Government's
decision on the DDRB Report on Doctors and Dentists remuneration
generally. On this basis the form of words in the draft announcement
was accepted and it was noted that the cost of the award included
an estimated £3 million for the implementation of the further Report
on pay for Doctors and Dentists in the Armed Services.

As to the second point concerning conditions of service, the
Prime Minister and the Chancellor of the Exchequer could not agree
that the proposed improvements in conditions of service at a cost
of £30 million could be implemented and announced forthwith; this
proposal would need to be considered further in the usual way, since
it did not fall within the Government's commitment during the
Election.

I am copying this letter to the Private Secretaries to the
Chancellor of the Exchequer, the Secretary of State for Social
Services and to Sir John Hunt.

R. L. L. Facer, Esq.,
Ministry of Defence.

IR RITIA
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MR SPOWE

g/ Sir John Hunt

ARMED FORCES DOCTORS AND DENTISTS

There was some confusion at Cabinet this morning about the exact position

on this group.

2 The relevant passage in the Armed Forces Pay Review Body Report
(paragraph 18) is attached. The key sentence reads: "our recommendations
for the second stage payment ..... must await the outcome of the current
review of the remuneration of Doctors and Dentists in the NHS. In line
with our usual practice, we will put forward recommendations in a

supplement to this report." That supplement has yet to be delivered.

3 The Ministry of Defence accept that, for this reason, they cannot
ammounce precise rates at this stage. The figure of £3 million for the
cost of these pay increases, given in paragraph 8 of Mr Pym's minute of

9 May, is explicitly only an estimate.

4. The Ministry tell me that what Mr Pym wants at this stage is

simply to announce in principle thait when the report is received, it will
be implemented m recommendations for non-medical
service personnel. The draft announcement circulated with the Private
Office letter of 9 May from MOD does not, in fact, refer to medical

personnel at all, but I believe this point would be made in supplementary

briefing.

5 The Chancellor of the Exchequer, I am told, was briefed to oppose
this, on the ground that it prejudged the Cabinet's decision on the Doctors
and Dentists' Pay Review Body Report. However, the mere announcement of a

decision in principle need not do this, provided that it is made clear that

-T
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exact rates cannot yet be announced. A suitable form of words for use
in dealing with questions from the press might be: "The AFPRB Report

does not deal with the pay of service doctors and dentists. The Review
Body will make a separate report on these as it zlways does, when the
current review of the pay of doctors and dentists in the NHS is complete.

The Government will however implement the recommended rates for service

doctors and dentists in full, just as it has done for the remainder of

the armed forces."

6. If this note reaches you before Cabinet ends, you may be able to
arrange for the Prime Minister to have a quick word with Mr Pym,

Sir G Howe and Mr Jenkin before they leave. If not, the question could
sorted out between private offices before lunch so that MOD can make their

announcement this afternoon.

-

/
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P Le CHEMINANT

Cabinet Office
10 May 1979
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ﬁgdical and dental officers

18. The pay of Service medical and dental officers continues to be based on the
average net remuneration of general medical practitioners in the National Health
Service (NHS), as recommended by the National Board for Prices and Inéomes1,

and our 1978 recommendations were made on that basisa. However, we recognised
that, because the manning problems relating to doctors were closely similar to
those in the technical branches of the Services, the Government might well
extend the spirit of its decision on our main recommendations to medical and
dental officers also. In the event, this was done and the first stage of the

1 April 1978 increase for medical and dental officers was more favourable overall
(at a total of 1k per cent) than the equivalent increase (10.5 per cent) for
general medical practitioners in the NHS. Our recommendations for the second
stage payment under the commitment that will be implemented with effect from

1 April 1979 must await the outcome of the current review of the remuneration of
doctors and dentists in the NHS. In line with our usual practice, we will put

forward recommendations in a Supplement to this Report.

1 /
National Board for Prices and Incomes Report No 116, Cmnd. 4079, June 1969,
Chapter 9.

2 A
Review Body on Armed Forces Pay, Service Medical and Dental Officers,
Supplement to Seventh Report 1978, Cmnd. 7288, December 1978.
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Ref: A09520

PRIME MINISTER

CABINET : POLICE AND ARMED FORCES PAY

(Mr. Whitelaw's minute of 8 May;
Mr. Stowe's letter of 8 May; and
Mr. Pym's minute of 9 May)
BACKGROUND
Cabinet discussed both these points briefly at its informal

meeting on 8 May. You then agreed that the decision on police

pay should be announced on Wednesday; this has now happened.

—_—
The facts are set out in the Home Secretary's minute of 8 May.éhhhﬁhk{)
At the same meeting it was suggested that armed forces should

be dealt with at the same time. You were not prepared to agree
to this on the spot, and asked for proposals. (Mr. Stowe's
letter of 8 May). The Defence Secretary sets out his suggestions
in a minute of 9 May. It has since been agreed that an announce-

ment on the Armed Forces should be postponed until after this Cabinet

discussion.

HANDLING
o I suggest you take the two groups in order.

a. Police pay. The decision has been taken and

announced. You wanted Cabinet formally to ratify, for

‘?EE_;EEBrd, the informal decision taken on Tuesday. This
covers both the acceleration of the pay increase, and

the question of Rate Support Grant: both are degit with

in the Home Secretary's minute, and in Mr. Stowe's letter

of 8 May recording your decision. In practice your decision
on the Rate Support Grant has been interpreted to mean

that the cash limit will be increased to cover the
Government's contribution to the additional RSG element,

- i.e. the Local Authorities carry 39% of the cost (a little

'Z)rLless in Scotland) and, so far as I am aware no colleague
is likely to object to this (the extra cost of covering
100% of the award by RSG would be £15m (England and Wales)

F /and
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and the precedent could be awkward later). There may

be some small consequential changes to be made in the

pay of non-Home Office police forces (e.g. the MOD
—.

constabulary). These are currently under review by a
e ————

separate Committee under Mr. E.D. Wright set up following
the Edmund-Davies report. It is due to report shortly.
If these are raised, you shouid ask the Ministers
concerned to take up the question separately with the
Lord President.

b. Armed Forces. The Defence Secretary's proposals

fall into three groups:

i. Bringing forward the full level of the military

salary to 1 April 1979 for all ranks covered by

-'-"—F——"— . e :
the AFPRB Report, including service doctors and
dentists. (Strictly speaking, this last bit means
anticipating the Government decision on the Doctors'

and Dentists' Review Body Report, and the Chancellor

may resist this. You may want to suggort him in the

interests of getting orderly decisions).

ii. Postponing a decision on the higher ranks

(Major General and above) until Cabinet considers

the TSRB report. (The effect will be that Brigadiers
will-;géieve more pay than Major Generals until
decisions are taken and implemented on the TSRB).
However, no Minister is likely to object to this

provided the inverse differential does not last too

long.

iii. A package of improvements in travel warrants
and house purchase schemes, and in TAVR bounties.
Mr. Pym is not seeking an early decision on these, and

does not intend to make an immediate announcement.
The question of TAVR bounties will in any case have
to be referred to the AFPRB.

/3.
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o Mr. Pym also asks for decisions on cash limits to cover

these three items. Since in practice he is prepared to postpone

decisions on ii. and iii. above, he is only asking at this

—

stage for an increase in the cash limits of £114 million for

P e Y

pay. I understand that the Chancellor of the Exchequer will be

prepared to accept the increase of £111 million (i.e. excluding

€3 million for service doctors) and to ask that the remainder
should be postponed. The procedure would then be for Mr. Pym to
take up directly with the Lord President (as Minister for the

Civil Service) the issues at ii. and iii. above, to raise the

question of service doctors when Ministers take the DDRB Report,

and then to take up the consequential cash limits increases
separately with the Chancellor or with the Chief Secretary. The
same would apply to the proposals for improved local overseas
allowances. Decisions here need not come back to Cabinet unless
the Chancellof—and Mr. Pym are unable to agree, or unless other

colleagues argue that these extra bids should be looked at

with other spending proposals in the public expenditure review.

4. Related matters. These two questions will raise, in the

minds of Cabinet Ministers, the general question of pay policy.
You might like to tell the Cabinet, therefore, that you intend
to circulate an "annotated agenda'" for next week's Cabinet,

which will allow Ministers to have a general discussion. This

will be accompanied by a detailed paper from the Chief Secretary
of pay and cash limits for 1979-80, and possibly by a further

———

paper by the Chancellor on the future of comparability. It may

however be necessary to take separate and early decisions on
teachers pay, and you are arranging for this to be discussed
in the Ministerial Committee on Economic Strategy on Monday.

(I am sending you a separate note about this). Otherwise, you
should ask that no further decisions on public sector pay should
be taken until the Cabinet has had a chance to review the policy

generally.

CONCLUSIONS
a8 You might aim to record the following conclusions from

this discussion:

/a.
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a. To confirm that the recommendations of the
Edmund-Davies Committee on Police ‘pay should be
implemented in full from 1 May 1979, and that the

cash limits for police services should be increased
accordingly with the Government providing its standard

RSG contribution;

o To invite the Ministers concerned to settle in due
course any necessary consequential increases to non-
Home Office police forces if possible in correspondence

with the Lord President and the Chancellor of the Exchequer;

B To approve implementation of the full level of
military salary recommended by the Armed Forces Pay

Review Body in its eighth report as appropriate at

1 April 1979 for all ranks up to Brigadier but excluding

service doctors and dentists if colleagues so decide

pending decisions on the Report of the Doctors'and Dentists'
Review Body.

d. To approve an increase in the cash limit for the

defence budget of £114 million to cover these increases.

e. To note that Defence Secretary will be bringing
forward separate proposals for improvements in service
allowances and the TAVR bounty, / and that he andzggpher
Chancellor have authority to settle these without/ reference

to Cabinet. # -

: i To note that the pay of senior officers above the
rank of Brigadier will be settled later in the context of
the TSRB Report.

£. To note that you will be arranging for a full discussion
in Cabinet of public sector pay policy, and to invite
Ministers to postpone any further decisions (except possibly
for teachers until that discussion has_taken place).

JOHN HUNT.
9 May 1979
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ARMED FORCES PAY

The Defence Secretary minuted the Chancellor of the
Exchequer earlier today on the subject of Armed Forces Pay.
Against the contingency that Ministers decide to make an
early announcement on pay I attach a draft letter to
Sir Harold Atcherley, the Chairman of the Armed Forces
Pay Review Body, which the Prime Minister might then
care to send.

I am sending a copy of this letter to Martin Vile

(Cabinet Office).
?ﬁunn -nuw—443-L~1.
.ﬂf"§:E::’E; e

(J D GUTTERIDGE)

T Lankester Esq
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DRAFT LETTER TO SIR HAROLD ATCHERLEY

. You will wish to know that, in accordance with the commitment
given_;cﬁthe present Government when in oppositiogfl propose to announce
[Today/ that the pay of the Armed Forces will be brought up to the full
levels recommended in your Eighth Report as being appropriate at
1 April 1979, with effect from that date. The Government will similarly
put into effect, from the same date, the full rates which you will be

recommending in due course in your Supplementary Report covering the

pay of Service Medical and Dental Officers.

I feel sure that you wil elcome this decision, which is in
accordance with the views sg-Strongly expressed in your Reports both

this year and last.
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CHANCELLOR OF THE EXCHEQUER

FORCES PAY

I have been considering as my first priority how quickly
we can implement our commitment to bring Service pay up to
its proper level. The Forces manpower situation is indeed
serious. The total strength is 5%% below the requirements
for the early 1980s set by our predecessors.

£ I propose that we should immediately announce that the

full levels of the military salary recommended by the Armed
Forces Pay Review Body in its Eighth Report as being appropriate
at 1st April 1979 will be paid as from that date, and that

we will thereafter keep them up to date in line with the
appropriate levels of pay outside.

3% This should include Service doctors and dentists for whom
the Review Body has still to recommend appropriate pay levels
in the light of the Government's decisions on the pay of
combatant officers and of doctors and dentists in the Health
Service following the recommendations of the Doctors and
Dentists Review Body.

4, Paying the full level of military salary to Brigadiers

will give them more than Major Generals are currently paid.

But, as I indicated at Cabinet, I would be prepared to wait

for the time being until decisions are taken on the Top Salaries
Group as a whole before deciding the pay of the higher ranks

of the Armed Forces.

/ Fully ...

CONFIDENTIAL

" - .
L e ety
5 18 ™
L 28




' CONFIRENTAL
'1\ ‘mﬁ'&nh\l.ﬂ.-hk

CONFIDENTIAL

Fe Fully up to date pay alone will not, however, be enough;
that is the least the Forces have a right to expect. As the
Prime Minister indicated at Cabinet, pay and conditions of
Service are best dealt with together. I propose that we should
increase the assistance available to Servicemen to purchase
their own homes and that we should provide additional travel
warrants to alleviate the effects of family separation. In
these two areas relatively small improvements can yield useful
returns.

6. I should like also to put to the Armed Forces Pay Review

Body a request that they consider immediately the present

structure of bounties payable to the Reserve Forces, with a
At

view to encouraging more men to join and remain in the Reserves,

The Territorial and Army Volunteer Reserve is not only 15,000

EE}OW strength but also suffers from far too high a rate of

turnover. T
e —

7% I believe this package of measures as the least that we
should introduce in fulfilment of our undertakings and in
order to permit a rapid recovery in the manning state of the

Forces upon which the rest of our defence commitment depends.

8. As Cabinet appreciated, the Estimates were based on the
assumption that the 5% pay limit would apply. Apart from that,
our predecessors in any case had to settle these figures before
the Review Body reported, with the result that the cost of the
award announced by them only last month is under-provided in
Estimates to the tune of £155M, The proposals in this minute
would cost a further £114M for pay (including an estimated £3M
for doctors and dentists), £34M for improved conditions of
service and £5M for TAVR bounties - a total increase of £308M

in 1979-80, There is no alternative to this unless we were to
take the totally unacceptable step of cutting the defence ]
programme, I shall be minuting you separately about other areas
. of this year's Defence Estimates where there is insufficient
provision to maintain the programme, notably equipment and
civilian pay.

9. I should like also to bring forward soon proposals to
establish up to date rates of Local Overseas Allowance paid -

to members of the Forces serving abroad. I hope we can approve
a solution without additional expenditure but I may have to ask
for up to about £5M.
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10, To summarise, I am asking for agreement:

a. to announce at once that pay will be brought fully
up to date from 1st April 1979 and maintained at the
appropriate level thereafter for all ranks covered by
the Armed Forces Pay Review Body.

b. in principle to the early introduction of the
improved conditions of service in paragraph‘ﬂ’above.

Ch conditional on a recommendation by the Review Body,
to improve bounties for the Reserves.

) d. to increase the Defence Estimates by £303M,
{ plus a further £5M contingent on c. above.

11, I am copying this minute to the Prime Minister, the Home
Secretary, the Foreign and Commonwealth Secretary, the Lord

President of the Council, the Secretaries of State for Employment
and for Health and Social Security; and to Sir John Hunt.

9th May 1979

CONFIDENTIAL
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ARMED FORCES' PAY

I attach a draft of a statement which might be
issued to the Press if Ministers accept the proposals
in the minute which my Secretary of State sent to the
Chancellor earlier today.

Subject to your views, we consider that it would
be appropriate for the statement to be issued by the
Defence Secretary. We would hope that if agreement can
be reached at Cabinet tomorrow the statement could be
issued tomorrow afternoon. We will be considering further
arrangements for briefing the Press, but it is likely
that the Defence Secretary would want to give interviews
for radio or television at which he would underline the
Government's commitment to the Armed Forces.

I am copying this letter to the Private Secretaries
to the Ministers who received the Defence Secretary's
minute earlier today, and to Martin Vile (Cabinet Office).

Tim Lankester Esq.,
10 Downing Street

CONFIDENTIAL




DRAFT STATEMENT

ARMED FORCES' PAY

One of the Government's first tasks must be to
stop the very damaging outflow of experienced and skilled

officers and men from the Armed Forces.

In its Eighth Report this year the Armed Forces'
Pay Review Body recommended the rates of pay, representing
an average net increase of 32%%, which it considered
appropriate at 1st April and emphasised that the earliest
possible restoration of competitive pay levels was the
least that is needed. The Body went on to say that
it would then be essential to maintain them in line with

earnings outside according to the accepted standards.

The previous Government did not act on these
recommendations. Instead it increased the pay of the
Forces by no more than 24.27% on average, with effect from

1st April this year.
The present Government has decided, in accordance
with the pledges which it gave while in opposition, to

implement the recommendations of the Review Body in full.

This means that, with effect from 1st April this

year, the Forces' pay will be increased by the full

amounts recommended. New detailed pay scales are attached.

/ Having ...




Having thus restored the pay of Servicemen to

the levels of their counterparts, the Government

undertakes to maintain it thereafter at those levels.
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b. Armgd ForcesePay

(1) Ministers also wished, if possible, to have announced
their decision on Armed Forces pvay but noted that this

e e -

involved a decision on.top sa]&riog in the Armed Forces,
otherwise Brigadiers wouid be getting more than Major-
Cenerals, Nevuruh@leSe: you asked for urgent consideration
to be given to an aanouuuument cf the decision on Armed
Forces pay, inclnding consideration of the TSRB aspect.

A separate note on the TSRKB Report (whieh covers the pay

of senior officers in the Armed Services, Judges,
Nationalised Industry Board menbers and csenior officials)

is at Flag B.

(2) The Defence Secretary has now submitted a proposal ,

vt S <

attached at Flag C, which recommends that the full military
salary shall be paid from 1 April 1979 and that this should

A 24 s

be anncunced forthwith, leaving the Top Salaries aspect on

L B
! i

one side for the time being. Cabinect colleagues will no

b 27
1

doubt agree with this. The Defence Secretary also raises

7
k Dhea A ) . - - B 1 3 o e
v 1 P4 the question whether the Defence Istimates should be increased

lo: Mafes by £303 miilions to cover thz ccst of this furiher increase -

-

i 3
t this, fi ing question is also covered in the note at

Annex A.
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