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PRIME MINISTER

PUBLIC SERVICE PAY: THE HEALTH SERVICE

Geoffrey Howe will be reporting to you our discussion today on the
implications of the proposed handling of the recommendations of the
Top Salaries Review Body, the Armed Forces Review Body and the
Civil Service Arbitration Tribunal for the National Health Service
and in particular for our handling of the Doctors and Dentists

Review Body report.

I met the TUC Health Services Committee yesterday and they expressed
very strongly their rejection of the present offer and warned that
industrial action would escalate unless a better offer was forthcoming.
I reiterated the Government's case and in particular the additional
funds made available already to give certain groups directly concerned
with patient care more than originally provided for in the 4 per cent

cash limit.

It is not yet clear whether we face a major and prolonged dispute nor
how the views expressed yesterday and reported in the Press will
affect the ballot of members by the major nursing organisations on
their current offer of 6.4 per cent. The Conference of the Royal
College of Nursing will debate tomorrow afternoon whether there should

continue to be a bar to industrial action by their members. We hope
that the outcome of the debate will be the continued rejection of

industrial action.

I am copying this letter to all Members of the Cabinet, the Chief Whip
and Sir Robert Armstrong. I will continue to keep colleagues informed

of developments.

28 April 1982

CONFIDENTIAL
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PRIME MINISTER

MONITORING REPORT: PUBLIC TRADING SECTOR

]

.I:_J._I'._-'r-\ N C 5 (.
,/
I have seen the Chancellor of the Exchequer's letter to you of 26 March enclosing
a monitoring report of pay settlements in the public trading sector. In it he asked

for an assessment of the settlement achieved by the British Airports Authority.

—

. ]

The settlement at 6% is admittedly higher than we hope to achieve in the public
services. But it is not out of line - and indeed is below - the average level of
settlements both in the public sector as a whole and in the private sector. It is
also significantly below the 9% settlement concluded in 1981.

e
The £14 a month productivity bonus referred to in the monitoring report enclosed
with the Chancellor's minute to you of 26 March was not part of the January 1ist
settlement as the report would imply. It was agreed last year and was payable
from November 1981. It is not being increased as part of the current settlement
and in any event we expect it to be fully absorbed in increased

productivity and past experience supports this view.

The effect of the current settlement on earnings is estimated at 5.6% and the
effect on the pay bill is likely to be somewhat less. This, in the circumstances, I

regard as an acceptable result.

[ am copying this minute to the Chancellor of the Exchequer, the Home Secretary,
the Secretaries of State for the Environment, Industry, Transport, Energy and

Employment, and to Sir Robert Armstrong and Mr Sparrow.

\\wm, S

LORD COCKFIELD |

Department of Trade
O April 1982
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PRIME MINISTER

PUBLIC SERVICE PAY

As agreed yesterday, I have discussed with Norman Fowler the

NHS angle to the choices we face on the Review Body reports.

Like him, I feel considerable unease about the wider

T ——

implications of implementing the recommendations of all three
—————

in full, The consequences which concern me are not just on

#
the NHS, or even just on public expenditure - though they are

substantial for both = but on our whole pay stance and strategy.

2 There is no question about the AFPRB; we must clearly
implement its recommendations in full. The problem concerns
the ODDRB and the TSRB.

S

<15 The hinge is the DODRB. If we pay the full 9 per cent,
including the 3 per cent catch-up, we shall chang;—zgé entire
N—
context of the unsettled scene on pay for the nurses and
other NHS elementsy in Norman Fowler's words, we shall be
tossing in a grenade. We shall certainly remove whatever
chance there may be that the nurses will settle at 6.4 per cent,
and the lower offers to other NHS classes, already acutely
difficult, will become unsustainable. Norman and I are
considering the questions which arise in any event of whether,
when, and how far the Government will have to move on these
matters, and how to finance the outcome; but the immediate
point is that the levels at which we can eventually settle in
the NHS, with or without industrial strife, will certainly be

substantially higher with 8 per cent for doctors than with
—————

SELCRET




6 per cent. When the extra costs of this are added to the

direct cost of the 3 per cent catch-up (£60 million) the real
———

net difference between 6 per cent and 9 per cent in the DDRB

field will be at least £100 million - Norman Fowler is

inclined to suggest some £200 million.

4, The damage goes wider. We shall surprise everyone,
including (I suspect) even the doctors and dentists themselves,
in giving 9 per cent on a report which almost sets up the

6 per cent option for us. Alongside the NHS repercussions
which will be plain to everyone, this will transmit a general
message that the Government has eased up on pay - that we have
let go of the rope. This will cut right across one of our
most crucial economic themes, just when = in my view = it

was beginning to strike home. The climate for 1982-83 may

well be significantly affected.

D I recognise the "clean-sheet" argument for accepting the
Review Bodies® recommendations as they stand - not least to
reduce the likelihood or the scale of renewed difficulties

with the doctors and others next year, when the scene may be

no easier. This has real attractions. But I cannot believe
they weigh equally in the scale with the contrary considerations

outlined above.

6. I recognise also the more particular advantages which
underlay yesterday's general preference for implementing TSRB
in fulls Again, however, I cannot think they match the

wider arguments. Moreover, given the scale of the recommended
awards, I believe we could still substantially secure

those advantages even after a 5 per cent abatement to accompany

a 6 per cent decision on DDRB.

/Q/‘-/' SBCRET
i\l

GEOFFREY HOWE




T Copies of this minute go to our Cabinet colleagues,
to the Attorney General and the Chief Whip, and to

Sir Robert Armstrong.

GaH s

A8 April 1982
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I attach the latest monitoring report on the public trading

sector. Yym towin Jev  faas

" 1
ol The gas industry manuals have gope to arbitration Settlmenk .

following an offer worth 7.9 per cent on eédrnings. As
T jﬁ : MLS 24y
pril, the unions

are balloting the electricity industry manuals (without a

reported in David Mellor's letter of 15

recommendation) on the Electricity Council's offer, which

is worth 7.1 per cent on earnings.

)l In spite of the representations which Patrick Jenkin
has made to the Post Office Board, they now seem to be well

advanced in exploring with the union side an offer worth

7.7 per cent (comprising a basic 7 per cent increase plus

— ———cp

a bonus linked with the better-than-expected financial

performance in the last financial year). The details are

set out in Patrick's letter of 20 April, and evidently include

some commitment to share the benefit of improved performance
—

in the current year also. This would clearly be an excessive

settlement, and I hope that we will continue to make our

dissatisfaction plain to the Chairman.

4., Finally, I understand that the results of the arbitration

on flexible rostering at British Rail will not now be available

before the end of this month at the earliest.




CONFIDENTIAL

S n sendi pies of this minute to the Home Secretary,

=

the Secretaries of ¢ te for the Environment, Industry,

Trade, Transport, ergy and Employment, and to Sir Robert

Armstrong and Mr Sparrc
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rUDRLEC TRADING SECTOR

PART 1 CURKENT AND YOXPHCOMING NiiOFLATIUL

1980/81 1*AY ROUND

Britich Rail = Clerical and Concili.iion grad (150,000)
Setilewent date: 20 April
Unions: NUR, ASLEF, TSSA
In accordance with the Committee of Enquiry's rccommendations, the unresolved
productivity issues at the ceatre of the gispute Letween BR and ASLEF were
referred to ihe Railwny Sluffs Natioand 9ribianld on 15 Murch. In concluding
the hearing, however,the Chairman seid thut ilc Tribunal had found it difficult
to reconcile the evidence ‘of the two sides, ard would need to consider other
means of arriving at a decision. The Chalrruy and assessors have since visitud

;mr.rdn ond dpeiverns' depots around the cone! ey and ihe report of Ttheir Tindinps
is not expected bcfore the end of April at the earliest. The 'ribunal's decision will

not be binding on either side.

1981/62 PAY ROUND

British Rail - Clerical and Conciliation grades (150,000)

Settlement date: 20 April
Unions: NUR, ASLET, TSSA

At a mecting on 11 March the unions presented a claim for increases in line with
the rise in the RPI, plus other benefits. BR responded that any increasc in pay
would be linked to improved productivity but the unions indicated firmly that this

was unacceptable.

" Comment: Detailed negotiations are unlikely to commence before the current
dispute about productivity has been resolved. Any offer by BR will need to

reflect the heavy financial losscs incurred during the recent dispute.
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Gas Supply - Manuals -(41,3%00)

Scelblement date: 17 Janunyy
Uniong: GMWU, TGWU ;

The unions have submitted a claim covering:-

(a) An increase in rolcs Lo maintain the valuc of the pay packel - taking

account of both inflation and taxation levels;

(b) A reduction in working hours (from 383 to 37 hours a week);

(¢) Consolidation into basic pay of bonus carnings and the "general

.obligntions paymént'' - the key issue;
(d) Payment of averapge earning ‘during holidays;
(e) Improvements in shift and stagger pay.

(£f) A change in the basis of aﬁarding local holidays.,

On 10 March, Manapgement made o revised offer of bagic rate increnses of be bween

V. U% und b (dupuudinu Ul t;;':uit: P _\f;jl.h Sull flow Lhrough inlo bonus pnymcnli.
This differed from previous offers, which proposed basic rates increases having no
flow through into bonus. It also included improvements to the ‘'General :
Obligations Payment' (for flexible working procedures), holiday pay, staggered
working pay and local holiday entitlement. The increase ih’aéefage earnings was

costed at 7.6% in the settlement year, 7.9% in a full year. !

The unions rejected this offer. They regard the congolidation of bonus into

basic pay as the key issue in negotiations, but Management have resisted this.

At a meeting on %0 March, BGC reverted to a revised form of a previous offer: an

increase of between 7.8% ond 9.1% in basic rates (not flowing through to bLonus) uand

a maximum increase of 80 pence per week in the 'General Obligations Payment', plus
increases to holiday and staggered working pay and local holiday entitlement. This
offer tob would have led to an increase of 7.6% in average earnings in ihe settlement
year, and 7.9% in a_full year. GCompared with the 10 HMarch offer, it would have meant

slightly less for bonus workers, but more for non-bonus workers.

The unions rejected this offer, and said that since there was such a gap between
the two sides they wishcd to seek arbitration. Management did'not agree that

(CONH“ NTIAL)
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arbitration was the besl way forward. lowever, the constitution of the Rutional

Joint Indusirial Council allows uvnilaleral access to arbitration, und the unions

are pecking arbiltration on Lheir vwn., BGC have however been consulted o? the terms
ol’ refexonce and wWlll be giving svidence t6 the arbitration., The hearing is 1likely

to be in early May, and any award arising out of arbitration is binding on both sides,
Comment: The Gas, Water and Electricily industries closely walch cach othcr'v
scillements and the union's have drawn aticntion Lo ihe waler service bgttlereut

of 9.1% on basic rates. In addition thc miner's &ettlemcnt presented ad 9.2% will
influence nebotiationﬁ; The final settlement for manuals will have regcrcusalong

for the BGC staff negotiations (58,900 SD: 1 ‘June). Ministers conoldered union rights
to unilateral arbitration in the public sector in E(81) Committeec on 30 November 1981
and agreed that it was then inopportune to invite the BGC to consider seceking to

change the arranpgements for arbitiration in ihe industry. |

I
1

h Blectricity Supvly:  Manuals (94,000)

Settlement date: 1?7 Harch
Unions: ' EETPU, GMWU, AUEW, TGWU

The unions made the follow1ng 5 point claim at a meeting of the National Joint

Industrial Council on 7 January -

.(1) A substantial increase on basic rates

(2) An additional increase on each band of the scale

(3) Increased holidays

(4) A shift and staggered hours pay increase (in line with the increase
in basic)

(5) A reduction in working hours

The total paybill increase of the claim has not been estimated.

' Following rejection of the Council's offer of basic rate increases ranging from

5.i% on the minimum of the labourer's scale to 6.4% for a craftsman on his
maximum and enhancements to shift pay of £3.73 per weck (worth in total about
6.1% on average earnings), a further negotiating meeting was held on 8 April.

At the meeting, the Council improved their offer to increases ranging from 5.1%
(£5 per week) on the minimum of the labourer's scale to G.(® at the top of the
foreman's scale. In addition, increases in shift payments (which affcct about
25% of industrial staff) are expected to increasc these figures to 6.6% and 8.0%
respectively. The effect of the offer on average earninés (including shift

earnings) will be 7.1%. . !

NTIAL)
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‘aue Council have said that thic is a final o’fer wa the unions have decided
to put it to a ballot of the membership withou! recomscndation. The result is

expecled Lo Le kuown in aboul 5 weels.

Commenht: Acceptance by the miners of an insrease presented as 9.%5, water
service manuals at 9.1% and a cettlement in the con industry ﬁill influence
negotiations. The manual's setltilement vwil) iniluzice e power angiueers
(8D:*1 February; see item 5).

5 Electricity Supply: Power Engincers (:¥1,”

Settlement date: 1 ¥ebrunry
Unions: LPEA/IMA

At a National-Joint Hoard meeting on 19 Jurwary, the EPEA submitted a 5 point

claim as follows:

(1) Preservation of existing links vith industrial scales
(2) Even progression Lhrough NJB rcnices
(32) Rectoration of 1975 differenlinds ul muxima of scules
(4)  Improvement in out-of-hours payments

(5) 25 hour week as a long term ob eclive

-Neither average earnings, or the total payhill increase of the claim has -
been estimated.

i -
No detailed negotiations have so far taken place on the claim and the next
National Joint Board meeting will be held on 20 April. The power engineers

settlement traditionally awaits the outcome of the manuals' settlement.

Recent press reports (Financial Times, 7 April) of the EPEA annual conference

- indicate that the Association will seek the same percentage increases as are
eventually agreed for the manuals and in addition press for the existing linking
arrangements with the pay of manual groups to be changed to take account of
developments which have occurred since the link was established. The
General Secretary of the EPEA is reported as saying that the Elect ricity Boards

"are on a collision course' with the enginecers over pay. .

(CONEIDENTIAL)
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Passengrer Transport Executives: Platform Staff

Settlement dates: Various

Uni oné : TGWU, GMWU

The Tollowing have yet to reach a setiloment:-

(a) Tyne and Vear (SD: 1 March). An offer of 4% on basic rates has
Flus 2 dqy extra holddays )
been made to bus staff, and h. é?to engineering cstaff. Thelatter are being

ballotted and management are optimistic of a settlement, particularly as
this group are covered by a 're-opener' clause should other groups achieve
higher settlements. "The local metro service staff were made an opening

offer worth around 4% on 16 April. The effect of the offers on average
earnings is not known. ; i

(b) South Yorkshire (SD: 1 April). The unions submitted an uncosted

claim for increases in line with inflation, and other improvenents.
At a meeting on 30 March, management responded with an offer of
4% on basic rates, plus a further 2-3% for improvements in productivity.

The effect of the offer on average earnings is not known. It was
overwhelmingly rejected (9 to 1) in a ballot.

(c) Strathclyde (SD: 27 April), The unions representing traffic, inspectorate,
and manual staff have all rejected offers of 6.5% increases in basic rates.

The engineering staff are expected to vote to reject a similar offer in a
ballot taking place in the week of 19 April,

(d) West Yorkshire (SD: 1 May). In response to a claim cstimated to ;

be worth over 30% on earnings, management have offered an increase
of 6.6% on basic rates, plus two extra days holiday per year (worth
in total about 6.9% on average earnings). They are optimistic
about settling at this level, or slightly higher with any extra
cost being covered by productivity improvements.

Passenger Transport Executives: Non Manual Staff (6000)

Settlement dote: 1 April

There is a Joint Negotiation Committee representing non-manual staff in all
6 English PTEs. The unions submitted a claim for "cost of living" increases and

at a JNC meeting on 18 March, management offered a 4.0% increase in rates, plus

(CONFIDENTIAL)
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an additional 2.8% linked to increased productivity. The offer was rejected, On 7
April an increased offer of 4% plus 3% for increased productivity and efficiency
was accepted and is worth 7% on earnings.

8. Britigh Shipbuilders: Staff and manuals (67,000)

Settlement date: 1 April
Unions: CSEU, SAIMA

At a meeting on 10 March, the CSEU provisionally accepted management's offer of

effect on
increasés to basic rates which, with the subsequaniﬁvertima, represents an increase

in average earnings of 5%%. In addition, a further 1% increase will arise from
consolidation of supplements from a previous round and an increase in the minimum
earnings level; in total a 6% increase in average earnings. There will also be a
1 hour reduction in the working week, which was agreed in the previous pay round,
to be implemented from 1 April 1982, Management say that the reduction will be met
from improved productivity (ie prompt starting times etc) and will not add to unit
costs., The unions were reported to be presenting the offer to members as 7% on
earnings,

’
The GSEU put the offer to individual yards, and the staff union, SAIMA, consulted

their membership on a similar offer. Support has not been universal, but leaders
of both unions have received sufficent backing for them to accept. A formal

agreement will be signed in the next few days, and management have begun arranging
for implementation.

9. Post Office: Postal Officers, Assistants, Postmen, Cleaners & Doorkeepers
(156,500)

Settlement Date: 1 April
Union: UCW

Management has received an indication from the UCW that increases of around 20%
are sought. There is an outstanding claim from a previous pay round for a 3 hour
reduction in the working week which has yet to be agreed.

On 24 March, management offered an increase of 5% on rates (management estimate that the
effect of the offer on average earnings will be around the same figure). The union

(CONFIDENTIAL)
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rejected the offer., Further informal meetings between both sides have taken
Plece with the Post Office management, while not improving their formal offer of
5% on rates, indicating willingness to consider a settlement in the region of T%
on rates and earnings. A settlement or breakdown of the negotiations (the latter
most probably accompanied by mlective industrial action) is expected shortly.

10, British Nuclear Fuels Ltd: Non industrials (7000)

Settlement date: 1 April
Unions; IPCS, CPSA, SCPS, AGSRO, COSU

In response to a claim for a 15% increase on average earnings, management offered,
on 31 March, an increase worth 74% on average earnings. The unions are to ballot
their membership to see if this is acceptable,

1. London Transport: Railway Supervisory, Booking Office and Conciliation Grades
(18,000)

Settlement date: 19 April
Unions; ASLEF, NUR, TSSA

The unions have submitted an uncosted claim for a substantial pay increase and

shorter hours, in line with the main British Rail claim, At a meeting on 20 April
management offered an increase of 5% on basic rates (expected to be worth about 5%

on average earnings also), If the unions accept this offer, management would additionally
undertakes—

(CONFIDENTIAL)
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Lo review relativities

to conzider the case for an cxlra day's holiday (pgiving parity
with bus nLnff)

to reduce working hours to 38 per week, as long as this could

be done at neglipgible cost

to pay a lump sum bonus worth in total half of any undershoot
on the 1982/% budpet.

.

In response the unions were critical but asked to sece details of the offer in
wriling oco they could congider it more carecfully.

#*

12  Jondon Transporti: Rail Workshop .cades (%550)

Settlement date: 22 April
Unions: Asmﬁsw AUEW, EETPU, FTATU, NSMM, NUSMWCIDE, TGWU, UCATT, NUR

Phe unionn have cabwi Lted an uncosled cloim for o subslanliol increance. At a

meeting on 20 April management made a 5% offer, similar to that for underground staff.

13. London Transport: Platform Staff (19,450)
' Settlement date: 28 March
Union: TGWU

The Union has submitted a claim for substantial increases. Negotiations open on
Tuesday 27 April.

14. Water Service: Staff (35,300)
Settlement date: 1 July
Unions: NJC - NALGO, GMWU, NUPE, GLCSA, TWSA

There will be a National Joint Council Meeting on 22 April at which a claim is
expected to be submitted.

(CO“&F DENTIAL)
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15 British Telecommunications
Telecom engineers, technicians etc (130,000)

A, Settlement date: 1 July
Union :POEU

Executive engineers, inspectors, technical and sale supervisors etc (22,500)

B. Settlement date : 1 July
Union : SPOE

It is understood that offers of 4.3% on basic rates, subsequently impwowed to

4.8% plus other improvements were made to both negotiating groups in early March,

The unions are said to have asked for increases in line with the RPI., Negotiations
continue and it is understood that the next negotiating meeting will be held on

23 April. The likely next moves are not known, but the Secretary of State for Industry
is to meet the Chairman of British Telecoms, probably on 27 April.

(CONFIDENTIAL)
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SETTLEHENTS CONCLUDED SINCE LAST REPORT
16.  British Airvays: AlL gindes (excluding pilots) 50,000

Settlemont date: 1 January iy
Uniona: “IGWU, AUEW, ENI'PU, NUMSHWCI, ACTSS, APEX, GMWU, FLATY, UCAZD
: I

A mass meeting on 1 April of TGWU ramp staff, who have been on strike since

9 Fcbxuary in protest over revised working arnzngemcnts, voted Lo ccuut,furthc:
industrial action.’ A returs teo rull normal worhing Yool pluce on 6 Aprfl. BA's

“yrescue plan" includes a poy freeze until September 1982 and although'tdreo
. '
negotiating groups have submitted claims for substuntial increascs theré has been

no attempt to open pay negotiations in the immediate future.

17. London County Buses: Platform staff etc (2353)

Settlement date: 4 April

Union: "GWU
The union has accepted management's offer of a 0.6% increase on bLasic rates and 2
additional deys holiday per annum; worth in total approximately 7.4% on average

earnings.

18. National Bus Company: Clerical, Administrative and Supervisory Staff (9522)

Settlement date: 1 March
Unions: NJC for non manual staff - NALGO, ACILSS, NUR

The group has accepted an increase in line with NBC Platform and non-craft
maintenance workers of 6.6% on basic rates, 2 additional days holiday and
improvements to overtime pay. The effcct of the total offer will be to increuse

average earnings by approximately 6.9%.

(CONFIDENTIAL)







10 DOWNING STREET

From the Private Secretary 27 April 1982

Duw Jolxr\ y

The Prime Minister held a meeting with Ministers this
morning about a number of pay issues. The Home Secretary,
the Lord Chancellor, the Chancellor of the Exchequer, the
Secretaries of State for Education and Science, Defence
Scotland, the Lord President, the Secretary of State for
Social Services, the Lord Privy Seal, the Secretary of State
for Employment, the Chief Whip, the Minister of State, Treasury,
Mr. Hayhoe, Sir Robert Armstrong and Mr. John Sparrow were
present,

The Chancellor of the Exchequer said that a number of pay
issues required decisions. The award of the Civil Service
Arbitration Tribunal (CSAT), which gave an average increase
of 5.9%, and a range for individuals from 4.75% at the bottom
of the scales to 6.25% at the top, was lower than had been feared
and higher than had been hoped. In his judgment it was at about
the limit of acceptability. He believed that it would involve
an addition to the 4% cash limits, although he hoped colleagues
would be able to absorb no less than 5% of the 5.9% within
existing departmental cash limits by finding further administrative
or manpower savings. The Armed Forces Review Body Report (AFPRB)
recommended a range of increases which would add 6.1% to the
estimated 1982/83 pay bill. He believed that these recommendations
should be accepted. The Doctors and Dentists Review Body (DDRB)
recommendations, which would add 6% to the pay bill, or 9% when
the 3% deducted from the 1981 recommendations was taken into
account, would if implemented in full create very considerable
difficulties for the negotiations currently in progress with other
National Health Service groups. The Top Salaries Review Body
(TSRB), which recommended on average a 21.9% increase over current
levels, also posed considerable problems. The most logical course
was, perhaps, to accept all these recommendations; but this would
make the National Health Service negotiations very difficult. If
the DDRB recommendations were not fully accepted, there would be
a strong case for a less than full acceptance of the TSRB
recommendations, There were a number of options here: it would
be possible to deduct 3% from the recommended increases, numerically
in line with what was being done with the DDRB., An alternative
approach would be to deduct 5% on the grounds that the TSRB
recommendations were in part making good the 5% shortfall of the
salaries awarded in 1981 as against the 1980 recommendations.

/Further




Further in the background were the issues of teachers' and police
pay. English and Scottish primary and secondary teachers were

now subject to arbitration. The English further education
teachers' negotiations were probably now stalled awaiting the
result of arbitration, but there seemed to be a case for conceding
5.5%, or even 5.9%, given that Scottish further education teachers
had settled at an average of 5.5%, with Scottish local authority
further education teachers receiving 5.9%.

In discussion there was general acceptance of the Chancellor's
conclusions as regards the CSAT award, There was, too, a general
disposition to accept in toto the recommendations of the AFPRB,

The following points were made in discussion:

a) There were strong grounds for implementing the
recommendations of the TSRB in full. This group,
unlike other groups, had never had a full catching-up
operation. Problems of recruitment and retention of
people of the right calibre were beginning to make
themselves felt, and it was of the highest importance
to maintain the quality of those who held these posts.
The levels of remuneration recommended by the TSRB

were low in relation to the private sector. The public
expenditure cost was of little importance in the decision.
The differentials between these grades and the grades
immediately below them had become excessively compressed.
There would, certainly, be political difficulty in
accepting the TSRB recommendations, There would not

be very much less criticism if 3-5% were deducted from
these recommendations; to avoid criticism it would be
necessary to implement a very much smaller figure,

and this was not a practicable option in 1982, bearing
in mind the recent history. In any year it would be
politically difficult to grasp this nettle; the time
had come to do so.

b) Against this it was argued that acceptance of the

TSRB recommendations would make the NHS pay negotiations
very hard to handle. It would not be possible to justify
offers in the 4-6.4% range to the NHS groups at the same
time as 19.4% was offered to senior civil servants and
service officers. Nor would it be possible to accept all
the Review Body Reports except the DDRB. If the doctors

and dentists were held at 6% there was some prospect of
sticking successfully to the present NHS offer. To make
this one-third reduction on the DDRB recommendations
acceptable to the doctors and dentists it would be necessary
similarly to cut the TSRB recommendations, by one-third or
more. Alternatively, both the DDRB and TSRB recommendations
could be accepted in full, but paid in two stages with an
abatement of, respectively, 3% and, say, 5% this year.

c) There was arguably less scope in the NHS than in the
Civil Service to squeeze a higher pay increase from a given
cash limit, The NHS was a labour-intensive service, and
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the Government's policy, in successive public expenditure
reviews, had been to budget for a real improvement in the
NHS., Demographic trends also worked in the same direction.

d) Departments would not find it easy to absorb part

of the cost of the CSAT award within their cash limits,

as proposed by the Chancellor. There would be particular
difficulties in relation to the prison service, and the
defence programme, where the 4% cash limit pay factor was
itself already under great pressure as a consequence of the
Falkland Islands dispute.

e) On the other hand, the proposal to absorb only part

of the CSAT award within existing cash limits would create
difficulties with local authorities. The Government's stance
with them was that no extra money was available to finance
higher pay increases. Their argument would be that the
Government was prepared to raid the contingency reserve

to finance its own employees' pay increases.

£) With the Task Force at sea it would be unfortunate

if there were any suspicion that the Government was holding
back its response to the AFPRB recommendations. Ideally
all these pay decisions would be announced together. But
if this were not possible, there was a strong case for going
ahead with the AFPRB in advance of the rest.

The Prime Minister said there were a number of principles
to be followed in these matters. It was necessary for broad
economic reasons to restrict the level of pay increases. There
must, too, be justification for each of the Government's decisions
on pay. It was essential that there should be effective management
at the top in the public sector. The Prime Minister said that
it was agreed that the award of the CSAT, and the recommendations
of the AFPRB, should be accepted. The balance of opinion also
firmly favoured a full acceptance of the recommendations of the
TSRB and the DDRB. There was a good case for announcing all these
decisions at the same time, and soon; if this was not possible
it would be desirable to go ahead separately with the AFPRB and
CSAT. It was recognised that these conclusions would cause very
great difficulties with the NHS pay negotiations. The Chancellor
of the Exchequer and the Secretary of State for Social Services
were, therefore, asked to consider what changes might be necessary
to the Government's stance in the NHS negotiations in the light
of the meeting's conclusions generally. The results of this
consideration together with the group's other conclusions should
be put to Cabinet on Thursday 29 April. The Chancellor of the
Exchequer should also discuss with the Home Secretary and Defence
Secretary the problems which had been raised in relation to the
effect of the CSAT award on existing cash limits for the prison
service and the defence budget; the general presumption for
Departments, however, should be that no less than 1% of the award
should be absorbed within existing cash limits. As regards police
pay, inter-departmental consideration of the official side report
on the police pay system was necessary; when this was concluded
she would be grateful if the Home Secretary would bring the matter
to colleagues again,
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I am sending copies of this letter to John Halliday (Home
Office), Michael Collon (Lord Chancellor's Office), Imogen
Wilde (Department of Education and Science), David Omand
(Ministry of Defence), Muir Russell (Scottish Office), David
Heyhoe (Lord President's Office), David Clark (Department of
Health and Social Security), Jim Buckley (Lord Privy Seal's
Office), Barnaby Shaw (Department of Employment), Murdo Maclean
(Chief Whip's Office), Adrian Carter (HM Treasury), David Wright
(Cabinet Office) and Gerry Spence (CPRS). I would be grateful
if you and they would give this letter the most limited possible
circulation.

yl:ru'\/') 5'\‘-\dr‘(Lj :
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John Kerr, Esq.,
HM Treasury.




MR. SCHOLAR

Monitoring Report: Public Trading Sector

Two points arising from the Chancellor's covering note,

dated 27 April, to the Public Trading Sector Monitoring Report:.

(i) The Chancellor is absolutely right to describe the offer
now being explored by the Post Office with the unions as '"an
excessive settlement'", and the Prime Minister will have seen that
he has written today to Mr. Jenkin asking him to underline to
Mr. Dearing our dissatisfaction. I think the Prime Minister will
want to second that. She will recall that she wrote at my
suggestion on 26 March, asking Mr. Baker to express the Govern-
ment's "considerable disquiet'" at the prospect of any increase
in the offer already made (5%); and to list ways in which the
Department of Industry might bring suitable pressure to bear
on the Post Office. Both Department of Industry officials (with
me present) and Ministers did see Mr. Dearing, evidently to
no effect: and the letter of 29 March from Mr. Baker's Private
Secretary recorded his view that the most effective way of bringing
pressure to bear is '"to keep in close touch with the Chairman'.
I doubt if that has ever proved effective as a means of encouraging
nationalised industry boards to move in the direction of the

Government's objectives.

(ii) The Chancellor suggests that we shall not get the result

of the McCarthy Tribunal before the end of this month; I think
you have already told me that the Department of Transport do not now
expect it before 6 or 7 May; you will want to consider postponing
yet again the Prime Minister's meeting to discuss the McCarthy
award, currently planned for 4 May.

\

John Vereker

27 April 1982




Maintain TSRB
Actual Salary current -3%+
AS/US diff*

£

PERM. SECRETARY
us

GENERAL etc
MAJOR GENERAL etc

HIGH COURT JUDGE 45,000
CIRCUIT JUDGE 29,000

-

-

.e.increasing US salary to maintain the present cash differential with AS
and giving all other grades the same percentage increase as US(5.9%)
L
+ 3 percentage points less than the TSRB 1982 recommendations (about
same percentage shortfall in 1982 as DDRB if later cut back to 6%)

# 5 percentage points less than the TSRB 1982 recommendations (about

same percentage shortfall in 1982 as TSRB groups now are in relation

to 1980 recommendations.)




PERSONAL AND CONFIDENTIAL

Ref. A08227

PRIME MINISTER

Public Services Pay

Mr. Gregson has sent you a note on the issues for consideration at your
meeting on pay on 27th April,
& I have discussed with Sir Douglas Wass whether he and I should offer you
any advice or comments as Joint Heads of the Civil Service. It is clearly

Smm e ey
invidious for either of us to do so, as our own pay is affected; and it would be

particularly invidious for him, since the Government's decision on the TSRB
recommendations will determine the level of his pension. He has therefore
preferred not to put any thoughts to you himself; but he has encouraged me in the
view that I ought to do so,

33 The Government has a commitment to the armed forces to implement the

recommendations of the Armed Forces Pay Review Body (AFPRB), It would

clearly be virtually impossible to do other than implement the recommendations
now, with the Falklands Task Force in action in South Georgia and nearing the
Falkland Islands themselves.

4, The award by the Civil Service Arbitration Tribunal (CSAT ), at 5.9 per
cent, is marginally below the 6.1 per cent recommended for the armed forces By
the AFPRB. Both are less than the 6.4 per cent offered to and so far not
accepted by the nurses (the levels of these awards may help to encourage a
positive response in the nurses' ballot); and both are less than the average
increases for the current round hitherto, in the private sector as well as in the
public sector. There is no commitment to the Civil Service (save the commit-
ment to go to Parliament if the Government proposes to override the award), I
do not see any signs of active preparation for industrial action by the Civil
Service unions. But a decision to implement the award would do something to
restore the confidence in the Government as employer which was gravely
damaged by last year's events; and contrariwise a decision to override would
once again damage that confidence and alienate many of those who stuck by their
work last year; I do not believe that industrial action of some kind could be

avoided.

o L
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b, A decision to override the award would create a special sense of bitter-
ness among the civilians in the Ministry of Defence who have worked hard and
long hours to get the Falklands Task Force ready and are supporting it now (I
could document this if you would like me to),

6. Turning now to the groups covered by the Top Salaries Review Body
(TSRB), the senior officers of the armed forc;: .i:he. hi_gher Civil Service and the
judiciary are, as you know, the only groups covered by Review Body recommen-
dations whose salaries in payment are still below the levels recommended by the
TSRB for lst April 1980 (the judiciary did better than the other two groups last
year). One result of this has been acute compression of differentials,
particularly at the "interface' with the people immediately below. The
Brigadier is now paid £20,900, and the Major General £21,935; the corresponding

———— A ———..

levels in the Civil Service are Assistant Secretary maximum £20,895 and Under
T

Secretary £21,935. These differentials, at only just over £1, 000 (about 5 per

cent) are clearly extremely narrow at this level. The AFPRB recommendation

would take the Brigadier to £22, 750; the CSAT award would take the Assistant
e e ]

Secretary maximum to £22,200; and the TSRB recommendation would take the

T
Major General and the Under Secretary to £26, 000, The resulting differentials

—
(£3,250 or 14. 3 per cent for the armed forces, £3,800 or 17.1 per cent for the

Civil Service) would not be unreasonable at these salary levels. Paragraphs 42
and 43 of the TSRB report deal with this matter.

7 5 Clearly many of the arguments for implementing the AFPRB recommen-
dations, given the fact that the armed forces are in action, apply to the TSRB
recommendations in respect of the senior officers of the armed forces. These
arguments do not apply in the same way to the higher Civil Service, though there
are many of those in the relevant Departments much involved in work in support
of the operation. But there is a strong and long tradition of salary relationships
between the senior officers and the senior civil servants, and the TSRB consider

that a change in the relationships would be inadvisable. I would endorse that

view, and so (I know) would Sir Frank Cooper. The senior service officers and
senior civil servants work closely alongside each other, particularly in the
Ministry of Defence, and are used to and accept the traditional links, A change

either way would be disruptive to good management, particularly in the Ministry of

Defence.
=20
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8. Holding back the salaries of the TSRB groups has also significantly
increased the gap between their remuneration and remuneration in the private
sector, As the Review Body says, these comparisons can be no more than an
aid to judgment. ButI have noticed, for example in making the arrangements
for remunerating the Head of the CPRS, that in 1980 the man we engaged was
costing about 23 times more than a Permanent Secretary's salary; that has in
1982 risen to about 3 times.

9. As to recruitment and retention, there is detectably more moving out of
the higher Civil Service, and certainly a much greater disposition to consider
moving out and to look out for opportunities to do so, than at any time I have
known. Nor is this confined to the senior ranks; it extends to Assistant
Secretaries and Principals, who are affected by future prospects as well as by
current remuneration; and it tends to be the livelier and better people who go.
No doubt this is not just a matter of remuneration. The general image of the
Civil Service, and the sense of not being valued by its political masters,
contribute to it. Moreover promotion prospects, already less good than for
some time, will be further diminished by the job losses arising from the open

structure review mow just being completed. But remuneration is an aspect of

——

present discontent, and there are many Under Secretaries who find themselves

very tight for money: above all, those with high education commitments. As
R —

the TSRB recognises (paragraph 98), at these levels in a career service
problems of retention and recruitment are slow to show up. But the retention
problem is beginning to show up, affecting the administrative Civil Service down
the line, and these factors must have something to do with the observed
deterioration in the quality of recruitment. If the Government is not able to
accept the TSRB recommendations, the sense of disenchantment will grow, job
satisfaction and motivation will deteriorate further, and the risk of wastage will
increase.

10. The coincidence of this year's TSRB recommendation with the open
structure review is, I think, particularly important in this regard. That
review is likely to result in a considerable reduction in the number of posts in

the open structure (it is too soon to say how considerable, but figures of

a%w
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15 to 20 per cent would come as no surprise). Many of us think that this is both
right and necessary, to tauten efficiency, enforce delegation and improve job
content. But there is no associated reduction of functions: the existing functions
have to be absorbed by a smaller number of people by means of greater
efficiency., There are already signs of a feeling that, if Ministers require the
job reductions which will be proposed, they should not withhold the pay increases
recommended by the TSRB as being appropriate for the job.

11. As Mr. Gregson's note makes clear, the cost of the TSRB's recommen=
dations are neither here nor there in relation to the cost of the CSAT award or the
cost of the AFPRB recommendations: 0.07 per cent of the wage bill for the

Civil Service, 0. 03 per cent of the wage bill for the armed forces. Thus the
implementation of the TSRB recommendations in full, added to the CSAT and
AFPRB awards, would produce increases of 5.97 per cent and 6,13 per cent
respectively. The fact that on this occasion the Government will be in a position
to announce all these increases together will help to put the TSRB recommenda=-
tions in scale and perspective.

12, As the TSRB says, increases at these salary levels are bound to be
politically sensitive. This year's recommendations are difficult because, as
catching-up increases, they are uncomfortably large. But, as catching-up
increases, they are in effect the legacy of past decisions not to accept TSRB
recommendations in full. If Ministers conclude that they must ask Parliamentary
agreement to override the CSAT award, it will no doubt be necessary to
implement something less than the full amount of the TSRB recommendations,

In that event, however, apart from the distinct possibility that the Review Body
might resign, the problem of underpayment and the need for 'catching-up"
increases will remain for the future. If the senior officers and the higher Civil
Service could "catch up' this year, next year's increase could be no greater than

that for other groups, an reate special embarrassment. Accepting

| Ew i S e = ot
the TSRB recommendations this year will no doubt be politically embarrassing;

but the circumstances are conducive to making that embarrassment as little as
possible, and '"'catching up' increases would be more embarrassing, and therefore

more difficult to put into effect, next year, with a general election by then only at

most a year away. ! E ;!

ROBERT ARMSTRONG
26th April, 1982 e
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\ 74 Mr. Ingham

Brief for the Prime Minister's
Pay Meeting

I attach my brief for the Prime Minister's

meeting tomorrow on public service pay.

I make no apology for the length of this
brief: the meeting has to take a number of
difficult decisions, and there are important
consequences and inter-relationships to consider;
and, at the time of writing, there is no other
paper on the table containing recommendations
for Ministers, since Peter Gregson's brief

simpy concentrates on the options.

J.M.M. VEREKER

26 April 1982




PRIME MINISTER

PUBLIC SERVICE PAY: YOUR 27 APRIL MEETING

The decisions taken on the issues before this meeting will
set the pattern for public service pay for the remainder of this pay

round - and will provide a reference point for the next one.

The Broad Perspective
So I think you may find it helpful to approach these decisions

with these points in mind:

(i) What we are trying to achieve in this pay round is,

above all, a continuation of the downward trend of pay settlements

generally., After last year's massive fall - from well over 20%
to about 9% generally and 7%% in the public services - we do
well to get much below 7%, particularly since the local authority
manuals settled for 6.9% in the autumn and inflation is still in

double figures.

(ii) We want pay rises kept down not so much for its own sake,
although the public expenditure involved does matter, but for
the sake of increased competitiveness and a recovery in employ-

ment. That's going to be a continuing struggle, and we need to

look ahead: establishing a serious grievance now could cost us

dearly in the next pay round - and the Government may be more

vulnerable to threats of industrial action as the election
approaches. Conversely, there should be substantial benefits
for starting the post-Megaw pay system, whatever it may be, from

an independently established base, and a clean sheet,

(iii) But our approach to pay has another important feature:
we don't just want to keep it down, we want pay rises to be

related to the justification for them. Uniformity of treatment

of all public service groups will not be a virtue: it will

imply we are in the '"norm" business.

/ Decisions Required




Decisions Required

Peter Gregson's note covers the options thoroughly. The
Chancellor will no doubt make his own recommendations at the meeting.
My own views are as follows, in the order in which I think you will

find it easiest to take the decisions:

(i) The Civil Service. The CSAT award is generally coming

across in the media as 5.9% .or 6% , with Kendall's claim that it's
64% accurately seen as a union tactic. In fact the extra

leave proposed - 2 days a year for clerical grades - does bring
the award over 6%, which is probably well over what can be
squeezed out of the cash limit (about 53%, subject to recalcula-
tion by the Treasury). But seen in the broader perspectives
outlined above it is not sufficiently far above our original

offer to justify our overriding it, and I am sure we should

accegt x B A

(ii) The Armed Forces, Of the three Review Body Reports, the

AFPRB's is easiest to deal with. Aware that their system is now
under close scrutiny, and that the armed forces have done well

out of them so far, they recommend an average of 6.1%, with a
higher range for officers. On all grounds - inherent justificatio
broader pay policy, morale during the Falklands engagement - the
report should clearly be accepted as regards pay; the detailed

recommendations on allowances and charges should be studied

separately by MOD and the Treasury.

(iii) The Doctors and Dentists, The DDRB recommend about 9%

overall, of which 3% represents the restoration of the amount by
which their 1981 award was cut back. There are good reasons for

not restoring that 3%. TFirst, bygones are bygones and we don't

: A— - 3 - :
believe 1n catching up for its own sake - only if justified on

recruitment and retention grounds. Second, other NHS workers

will regard their 4% - 6.4% pay offer as even less acceptable

if doctors and dentists get 9%. Third, 9% iﬁ_JggLJ;igh for a major
public service settlemenm pay round. And fourth, DHSS
ﬂgiieve the DDRB would accept the logic that the 3% is gone

forever. So I recommend acceptance of the report less the 3%

deducted last year. Again, thepe are details of allowances for
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officials to work over subsequently.

(iv) Top Salaries, The TSRB recommends an average of 19.4% for

senior civil servants and service officers, and 24.3% for the
judiciary. This is partly catching up from 1980 but also, as

the report indicates, in response to market factors.

The case for accepting the TSRB report is strong. We are

committed to doing so unless there are ''clgar and compelling
reasons'" to the contrary. The cost would be only £10m., It

would be consistent with our evidence to the CSAT on the

importance of management requirements. Above all, it would

improve quality - especially in the Civil Service, where the
combination of sharply reduced promotion prospects and absurdly
low pay differentials leads many of the more able staff to leave

in mid-career, and almost none to join.

So I think it would be defensible to accept the TSRB while
cutting the DDRB back. The alternative would be to treat it
similarly: 1last year the TSRB said it would take 12% to bring
top salaries up to 1980 levels, and only 7% was given, so it

o —

would be possible to argue that the 5% then lost should not
now be restored. I recommend that as second best to full

implementation.

Consequences for other Groups

mind

’—¢

Whatever decisions are taken, it will be important to have in

their impact on other public service groups:

(i) The NHS. Those who have been offered 4% are capable of
causing trouble, especially since they got 131% less than the
Civil Service last year as well. Mr. Fowler will no doubt
advise what more they should be given: some increase, not
necessarily to 5.9%, is a pill we must swallow. There is no
case for the nurses, who have already been offered 6.4%, being
given more again, at least until the outcome of their ballot is

known.

/" (11)




(ii) The Teachers. It is reasonable to hope that, with Scottish

further education teachers having settled at 5.5% and the CSAT

at 5.9%, the teachers' arbitration will come out below 6%.

If it is much above, we will have to be prepared to override it -
there is no case for teachers getting more than the NHS and the

civil servants.

(iii) The Police, You have asked for a discussion of police

pay at this meeting, but I doubt if there will be much time.

I have had a first look at the official side report on the police
pay system. Notwithstanding its conclusions I still have doubts.
Apart from the general objections to indexation - its lack of
relation to market factors and job security, its reflection of
earnings rather than basic rates, and its imputation of
productivity gains - there can be little doubt that, with an
ordinary constable in London receiving an average of £12,328
(some 2% times a qualified staff nurse, roughly twice a private
or an executive officer) the police have done exceptionally well,.
The way forward is to ask the Official Committee on Pay (which
Peter Gregson chairs) to look in detail at the report and prepare
a paper for Ministers, before Mr. Whitelaw is authorised to
reaffirm the commitment to the Edmund-Davies formula.

Presentation

I recommend that:

(i) Decisions on the CSAT and the main elements of the Review
Body reports be announced as soon as possible, preferably later

this week; and

(ii) That the announcement makes it clear that the Government
sees these pay rises as part of a continuing downward trend in
pay settlements, and therefore good news for everyone because
everyone will benefit; and that our efforts to maintain that

downward trend will continue in the next pay round.

26 April 1982
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COVERING SECRET AND PERSONAL AND MANAGEMENT IN CONFIDENCE

Do Mot

In accordance with your letter to John Kerr of 22 April I attach a
note by the Cabinet Office setting out the issueg for consideration.

at the Prime Minister's meeting on pay on Tuesday 27 April,

I am sending copies of this letter and the note to the Private
Secretaries of the Ministers attending the meeting, and to

John Sparrow and Robert Armstrong,
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P L GREGSON
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PAY: THE ISSUES FOR CONSIDERATION

Note by the Cabinet Office

INTRODUCTION

The main issues for consideration by Ministers are:

as in relation to the award of the Civil Service Arbitration Tribunal

(CSAT) for the non-industrial civil service: —

whether to accept the award or to seek the approval of the House of

Commons to a resolution "setting aside the award on grounds of

/s
(}/L#&p overriding national policy".

and, if the latter, what pay increase should be recommended to the

House of Commons in place of the CSAT award;

e in relation to each of the reports of the three Review Bodies, the Top
Salaries Review Body (TSRB), the Armed Forces Pay Review Body (Aﬁ?ﬁ%), and
the Doctors and Dentists Review Body (DDRB):

whether to accept the recommendations, or to reject them wholly or in

i T——
part;

and, where recommendations are rejected, what pay increases should be

approved in their place.

2 In reaching decisions on these matters, Ministers will wish to look at the

proposed pay increases for the groups concerned on their individual merits but also

— —

taking account of the interaction between them and in addition the wider economic

context, including pay movements generally and the settlements which are still

— outstanding for othefjpublic service groups in the current pay round.
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THE CSAT AWARD AND REVIEW BODY RECOMMENDATIONS
CSAT award

3. The CSAT award on pay gives increases for individuals ranging from 4,75 per

cent at the bottom of scales to 6.25 per cent at the top. The average'increase is

5.9 per cent. In addition the Tribunal has awarded increases in leave entitlement
EZELIY for junior staff., In accordance with usual practice, the CSAT gave no
reasons for its award, The award resembles the Government's offer in giving the
highest increases at the top of the scales and the lowest at the bottom although
the overall spread is much narrower. Unlike the union claim the award contains no

cash underpinning for the lower paid, and it bears no relation to RPI movements.

4, The cost of implementing the pay award is %E;ZEP The cost of the leave award

would in theory be up to £20m but in practice would probably be much less. The

award does not cover skill and responsibility allowances. Those which the

Government of fered in negotiation would cost about £8m., The award also does not
cover London Weighting which is not due for settlement until the summer., The

cash limit pay factor of 4 per cent already provides about £165m for increases in
non~industrial civil service pay. Treasury Ministers are urgently considering the

cash limit implications of the award.

TSRB

5. The report covers three groups of staff, namely the higher Civil Service (ie
Under Secretary and above), senior officers of the Armed Forces (ie Major General
and equivalents, and above) and the judiciary. The TSRB recommends on average a
21.9 per cent increase over current levels - 19,4 per cent for senior civil
servants and Service officers, 24,3 per cent for the judiciary. More detailed
infamation is provided at Annex A, The annual cost for civil servants and Service
officers would be respectively £3 million and gl_pillion, very small figures in
relation to the relevant cash ligzis; that for the judiciary would be £6 million

on the Consolidated Fund, mostly not cash-limited.
--/_.-—-—-——_‘ﬁ

-

6. In their report No 14 the TSRB recommended pay increases for April 1980 which

were not implemented in full by the Government; ins‘ead increases of about half

2
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the recommended level were awarded, For 1981 the TSRB made no new recommendations
but instead urged the Government to implement their 1980 recommendations, which would
have imvolved increases of about 12 per cent. Instead the Government increased the
pay of these groups by 7 per cent, in line with the then pay offer to the

non-industrial Civil Service.

7 For all three groups the TSRB say that they have based their recommendations
on considerations of recruitment and retention as well as on the salaries paid
outside the public services to those in similar occupations and other, less
easily-quantifiable considerations such as the differences in the nature of
employment (eg job security) as between the public and private sectors and in the
non-pay benefits enjoyed by each group., The Review Body also takes account of the
need for a coherent salary structure for the three groups within its terms of

reference,

8. Certain particular links with the CSAT award and with the AFPRB's
recommendations should be borme in mind, The CSAT award if implemented would
result in a salary maximum for Assistant Secretaries of £22,200 ; the AFPRB
report recommends £22,750 for Brigadiers, Under Secretaries and Major Generals
now get £21,935 and the TSRB has recommended £26,000,

AFPRB

9. The report's recommendations involve increases of

for officers | 4,5 - 8,9%
— R,

for warrant officers

and senior NCOs 5.6 = 7.0%
__-_'_._._-‘

for other ranks 4,0 - 5.8%
R GIC = o=
Overall, the AFPRB estimate that their recommendations would add 6.1 per cent to
the estimated 1982-83 pay bill,
.___...-'-"
10. The AFPRB report also includes recommendations on a wide range of additional
pay and allowances and on charges for eg accommodation. These will require

separate, more detailed consideration by the Treasury and the Ministry of Defence,
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11, The AFPRB recommendations are based primarily on detailed information on
earnings levels in a wide range of comparable civilian occupations, adjusted for
differences in pension and fringe benefits and for the advantages and disadvantages
inherent in Service life, The AFPRB also considers the need for a coherent pay
structure and, in particular, for pay levels to provide adequate incentives to
retention. The report says that the general economic situation and the recruitment

position were taken into account,

DDRB

12, The DDRB recommends increases of 6.3-8.,2 per cent for junior hospital doctors
and 5.3-5.9 per cent for other staff over the rates recommended for 1981; the
increases above current rates would in each case be about 3 per cent higher.

(For 1981 the DDRB recommended increases of about 9 per cefity this was reduced by

the Government to 6 per cent, in line with increases in the rest of the NHS).

13, The DDRB estimate that on the basis of 1981 staffing levels and their 1981
recommendations, their current recommendations would add 6 per cent to the pay
bill- presumably about 9 per cent when the 3 per cent deducted from the 1981

recommendations is taken into account.

14, The report also includes recommendations on a wide range of additional payments

(eg merit pay) which will require separate consideration.

15. Ministers have already agreed that NHS cash limits should be increased to
accommodate pay increases above 4 per cent for certain NHS groups. The
Secretary of State for Social Services previously proposed a further increase in
the cash limit to accommodate increases of 6.1 per cent for doctors and dentists.
This would cost £30.7m. A further 3 per cent would cost an extra £45-50m.

——
16. The DDRB's recommendations are based on evidence submitted to them by the
professions and by the Health Departments and on movements in earnings of groups
outside the NHS at levels of income comparable to those of NHS doctors and dentists
derived primarily from the New Earnings Survey. The DDRB also says that evidence
relating to recruitment and retention and more gemeral economic considerations were

taken into account,

4
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THE WIDER CONTEXT

17. Ministers will also wish to consider the implications of their decisions for

other pay negotiations, both in the public services and in the rest of the economy,

Pay Movements in the Economy

18, The cumulative weighted level of settlements in the current pay round is as

follows:

Whole economy: just over 7 per cent.
_ iy

Private sector manufacturing: just over 6 per cent.
i

Private sector non-manufacturing: 74 per cent.
B
Public sector: just over 73 per cent,

=
These figures cover about one-third of employees whose settlements are
surveyed by the Department of Employment; the proportion is somewhat higher in the

private than in the public sector.

Other Public Service Groups

19, 1. NHS: The nurses and their close analogues have been offered, but have
not accepted, 6.4 per cent; the Royal College of Nursing is to ballot members
on this offer., Ambulancemen and hospital pharmacists have been offered the

equivalent of 5 per cent,

Other NHS Groups have been offered 4 per cent, and have rejected it. Unions

have taken token industrial action and are considering more substantial measures.

ii., Teachers: Scottish further education teachers have settled at an average
of 5.5 per cent. Scottish primary and secondary teachers are at arbitration,
and the award may be made known in a fortnight or so; the official side offer
is 4 per cent. A meeting of the Burnham Committee on English further education
teachers is due on 26 April; Ministers are in correspondence about the line

to be taken. English primary and secondary teachers go to arbitration in May;

the official side offer is 3.4 per cent,

5
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iii. NI Boards: NI Board members were taken out of TSRB in 1980. In
1981, with a few exceptions, there was a flat rate increase of 7 per cent,
No decisions have been taken for 1982; the Nationalised Industries
Chairmen's Group has been invited to produce proposals for relating salary

to performance,

ive | MPm: The Chancellor of the Exchequer will shortly be putting to the
Cabinet proposals on MPs' pay for 1982, with longer term issues raised by the

recent Select Committee report left for later discussion,

V. Police: The next police settlement is not due to come into effect
until September. But it is publicly kmown that the official side has reviewed
the working of the current system, which links police pay with the movement

of average earnings; and the Home Secretary will be expected to say something
about its future at the Police Federation conference on 19 May. Treasury and
Home Office officials are in touch on detailed issues with a view to further

Ministerial discussion,
OPTIONS

Civil Serviee Arbitration Award

20, The main options relating to the CSAT award are:
a. To implement the award.

b. To seek Parliamentary override of the award and approval instead of

the Government's original offer.

c. To accept the structure of the CSAT award but reduce the cost either

to the level of the Govermment's original offer or to some intermediate

position: Mis wisdd ol mean ﬁda'aj Paﬂk‘c.w-kj ~Newde

Review Bodies

21, The first option is whether Ministers wish to treat all the Review Bodies'
reports in the same way, and, if so, whether they wish to accept them all

(subject to any points of detail) or to reject them all.

22, If Ministers wish to deal with each review body report separately the options
in relation to each are as follows:
6
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TSRB

a, Accept the recommendations in full for. all three groups (higher

Civil Servants, senior officers in the Armed Services and the judiciary)

subject to any points of detail.

b. Modify the recommendations for ome or two of the three groups, and

accept the remainder in full,
c. Modify the recommendations for all three groups.

AFPRB
a. Accept the recommendations in full, subject to any points of detail.
(This would be consistent with past practice and the Government's existing

commitments,)

b. Modify the recommendations.

DDRB

a, Accept the recommendations in full, subject to any points of detail.

(This would increase the difficulties with the negotiations for other NHS

groups; see paragraph 19.)

b, Implement the recommendations without restoring the 3 per cent

deducted by the Govermment from last year's recommendations.

¢, Modify the recommendations.

Further work

23, If Ministers choose any of the options involving straight rejection for
certain groups (Option b, for the CSAT, Options b, and c¢. for the TSRB, Option
b. for the AFPRB and Option c. for the DDRB), they will wish to instruct

officials to prepare alternative proposals for the pay of the groups affected.

24, Ministers will also need to give guidelines for the drawing up of such
alternative proposals: for example whether they should be confined within a
percentage limit, and, if so, what that should be.

7

SECRET | AND PERSONAL
MANAGEMENT IN CONFIDENCE




SECRET |AND PERSONAL
MANAGEMENT IN CONFIDENCE .

ANNOUNCEMENT AND PUBLICATION

25. There will be pressure for a rapid indication of the Government's intentions
on the Civil Service arbitration award and a growing risk of industrial action the

longer the announcement is delayed.

26, In the case of the review bodies it would be awkward though not impossible
to announce decisions for one while delaying an announcement on others. The
DDRB and AFPRB reports in particular raise some complex points of detail;

any early announcements on them would need to be in broad terms. All three
reports are customarily published as Command papers. Printing generally takes
some two to three weeks from the go-ahead which is for the Government to
determine, although this could, if necessary, be completed within about a week;
Decisions have sometimes been announced before printed publication; adequate
supplies of duplicated copies of the reports would then need to be made available

to Parliament and to the press,

27. There could well be advantages in announcing decisions on the CSAT award and the
three review body reports simultaneously, On the other hand, depending on
Ministerial decisions, further work may be required on the review body reports. The

announcement of decisions on the CSAT award should not be delayed on this account.

SUMMARY OF POINTS FOR DECISION
28, Ministers are invited to consider:

i which of the courses of action outlined in paragraph 20 above

should be adopted in relation to the CSAT award;

ii, which of the courses of action outlined in paragraphs 21 and 22

above should be adopted in relation to the review body reports;
8
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iii. when and how any decisions should be announced; and

iv, whether to authorise now the printing of any or all of the

review body reports.

CABINET OFFICE

2% April 1982

9
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SUMMARY OF THE MAIN RECOMMENDATIONS OF THE TSRB

(i) the higher Civil Service

Salary now in Salary recommended by TSRB
in payment as appropriate for

1 April 1980 1 April 1982

Secretary of the Cabinet) v £33,845 £37,000 £45,000
Permanent Secretary to )

the Treasury )

Permanent Secretary £33,170 £34,000

Second Permanent
Secretary £30,495 £31,000

Deputy Secretary £26,215 | £27,000

Under Secretary ‘ £21,935 £23,500

(ii) senior members of the Armed Forces

. The TSRB's recommendations are as follows (for simplicity only ranks in

the Army are referred to):-

Salary now Salary Recommended by TSRB
in payment as appropriate for

1 April 1980 1 April 1982

Field Marshal £35,845 £37,000 £45,000
General £33,170 £34,000 '£40,000
Lieutenant General £26,215 £27,000 £32,000
Major General £21,935* £23,500 £26,000

* £23,005 for Medical
Major Generals

SECRET AND PERSONAL
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(iii) the judiciary

The recommendations for only a sample of the most senior judicial grades

are as follows:

Salary now

in payment

Lord Chief Justice £44,500
Lord of Appeal £41,000
High Court Judge £35,000

SECRET AND PERSONAL
MANAGEMENT IN CONFIDENCE

Salary recommended as

appropriate for

1 April 1980 1 April 1982

£43,000 £56,000
£40,000 £51,000
£35,000 £45,000




PRIME MINISTER

Public Service Pay

N'.

Peter Gregson will be putting in your weekend box a paper
by the Cabinet Office, prepared in consultation with those of
us most closely concerned, covering the issues that need to be
decided at your meeting next Tuesday. These are principally
whether or not to accept the award of the Civil Service
Arbitration Tribunal, and how to handle the three Review Body

reports.

The Cabinet Office paper will not offer advice, partly
because of an understandable reticence on the part of senior
officials in advising on the handling of the TSRB. If I may,

I will offer advice on Monday evening, partly because I think
we will need to take account of the way in which the CSAT award
goes down over the weekend - I am worried that the unions may
succeed in putting it across as 6% per cent, by including the
extra leave; and partly because I would like to reflect further
on the consequences of these decisions, and particularly the
handling of the Review Bodies, on NHS pay.

V.

J. M. M. VEREKER

23 April, 1982
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Prime Minister

I reported to the Cabinet this morning about the present position
in relation to NHS pay and the possibility of industrial action.

[ -

I have just heard the good news that the Royal College of Nursiﬁé-’
have decided to ballot all their members on the 6.4 per cent pay
offer which has been made to them. They take‘%EE'EEEL that, since
it is clear that there is no prospect of their securing any increase
in the offer, it would be sensible to seek to reach an early
agreement so that the Staff Side can turn their attention to

working out the improved permanent pay determination arrangements,
on which we for our part are anxious to push ahead with discussions.

This might prove to be a first step towards a solution of the
present serious difficulties over NHS pay. It is important not to
prejudice this opportunity. From this point-of-view, it is
unfortunate that the outcome of arbitration on civil service pay,
perhaps recommending increases equal to, or exceeding, the 6.4 per
cent offered to nurses, is likely to become known very shortly.
The belief that civil servants were to receive increases of this
order could well have a damaging effect on the outcome of the ballot,
which, though it will take some days to complete, is likely to
begin very soon. I hope therefore that in our public statements -
certainly in advance of your meeting on Tuesday - we shall be able
to indicate that the findings of the arbitrators have to be
considered by the Government, and avoid giving the impression that
civil servants will inevitably be receiving whatever pay increases
are recommended by the arbitrators.

I am sending copies of this minute to other Cabinet colleagues and
to Sir Robert Armstrong.

S8y
Gyl

22 April 1982 NORMAN FOWLER
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10 DOWNING STREET

From the Private Secretary 22 April 1982
SECRET - MANAGEMENT IN CONFIDENCE [

PAY

As you know, we have arranged a meeting of Ministers at
10 a.m. on Tuesday 27 April to consider a whole range of pay
issues. The Prime Minister's intention is to have a strategic
look at the pay scene, and to consider in particular the results
of the Civil Service arbitration, and the handling of the Review
Body reports. A number of other particular pay issues will
also be in view - including, as you will know from my letter
to the Home Secretary's Private Office of 19 April, police pay.
I do not believe that the Prime Minister expects substantive
discussion on all these matters: it will just not be possible
in the time (only two hours is available on Tuesday morning).

To assist discussion, the Cabinet Office have kindly
agreed to product a factual note for the meeting, which will
be circulated as soon as possible, once the Civil Service
arbitration result is known.

I am sending copies of this letter to John Halliday (Home
Office), Imogen Wilde (Education and Science), David Omand (MOD),
Muir Russell (Scottish Office), David Heyhoe (Lord President's
Office), David Clark (Health and Social Security), Barnaby Shaw
(Employment), Jim Buckley (Lord Privy Seal's Office), Adrian
Carter (Office of the Minister of State, HM Treasury), Murdo
Maclean (Chief Whip's Office), Gerry Spence (CPRS) and to Peter
Gregson and David Wright (Cabinet Office).

John Kerr, Esq.,
HM Treasury.
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PRIME MINISTER

Cabinet 22 April: NHS pay

I understand that Mr. Fowler will report orally to Cabinet
e ————— TR
tomorrow on the current situation over NHS pay, and in particular

on the prospects for industrial action.

g e ™ -l

Prospects for settlement of the NHS pay dispute depend to

a very large degree on the outcome of the Civil Service arbitration.

If the civil servants end up with substantially more than 4%,

it will be extremely difficult to persuade the main NHS groups

to settle at 4%, and probably quite difficult also to persuade

the nurses that their 6.4% is sufficiently '"special”. It is
-——rT—ta

too soon to see our way through the various inter-connections

between Civil Service pay, the pay of doctors and dentists in

the light of the Review Body report, and the pay of the NHS

groups: I think the main points to bear in mind are:

(i) Any industrial action is not likely to be widespread

or particularly serious in the short term, although Sf”ééﬁ;ée

isolated incidents will attract considerable media interest;

(ii) There is as yet no case for taking special action in the

CCU context to counter any NHS industrial action;
(iii) And no decisions need to be, or should be, taken by

Ministers until the outcome of the Civil Service arbitration is

known.

John Vereker

21 April 1982
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PRIME MINISTER

Cabinet: National Health Service Pay

BACKGROUND

The Secretary of State for Social Services intends to raise orally at
tomorrow's Cabinet the question of National Health Service pay and the prospects

for industrial action, He is not seeking decisions, but merely wishes to inform

—

the Cabinet of the potentially serious situation which is developing.

2. You will recall that NHS staff directly concerned with patient care -

principally the nurses but also some other groups - have been offered an increase
S, R S T R

worth on average 6.4 per cent, although weighted towards those in the clinical

(ie non- administr;i:re grades) who are at the top of their incremental pay scale,
Ancillary workers and administrative and clerical staff have been offered increases
of 4 per cent, The Doctors and Dentists Review Body (DDRB), whose latest report

was recently submitted to you, have suggested increases for doctors ranging from

5.3 per cent to 8.2 per cent, but which the DDR B estimates to be worth overall

— .
6 per cent on the NHS pay bill,
3. The current position in the negotiations on nurses, ancillaries and

administrators, as reported yesterday by DHSS officials to the Official Committee
onmic Service Pay, is as follows, None of these three groups has accepted the
offers made to themm, The Confederation of Health Service Employees (COHSE)
which represents some nurses, ancillaries and ambulancemen, have proposed an

extensive campaign of industrial action beginning on Monday. This will include

two-hour selective strikes, bans on admitting non-emergency NHS patients and all

private patients and a refusal by those nurses who are members of COHSE to do

non-nursing work, There may well be a vote on an all-out strike, NALGO, which

represents mainly administrative and clerical workers in the NHS’have called a
delegate conference for Friday but have yet to announce specific plans for industrial
action, The DHSS assessment is that it is unlikely that NALGO members will take

significant industrial action until after the next meeting of administrative and

CONFIDENTIAL
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clerical Whitley Council on 6 May. The National Union of Public Employees which
has membership in all the above NHS groups, is also meeting on 23 April to con-
—_—a
sider possible industrial action, They and NALGO may well support the plans for
industrial action already announced by COHSE, None of the trade unions are
inclined at this stage to put the pay offers to a ballot., The Royal College of
Nursing, on the other hand, is to decide on Friday whether or not to put the nurses'
offer to a ballot, If they do the result would probably be announced during the
first week in May, But DHSS officials think it far from certain that they will
decide to do so,

4, The current assessment of DHSS officials is that there is little enthusiasm
in the NHS for widespread or sustained industrial action and that the most likely
outcome in the foreseeable future is a period of patchy and sporadic strikes, They
think that these can be satisfactorily handled by local NHS management, They see
no need at this stage for the Civil Contingencies Unit to meet to consider the
situation, However, should the situation deteriorate, I understand that the

Falkland Islands crisis would not undermine the Services' ability to carry out the

plans which have already been prepared for military assistance to the NHS., But

that seems a long way off at this stage,

5, I understand that the Secretary of State for Social Services is meeting the
TUC Health Services Committee next week, at their request, They will probably
press for an improved pay offer or arbitration. The Secretary of State will clearly
rule out both at this stage, But the possiblity that he may seek at some stage

authority to increase the Government's pay offer clearly cannot be ruled out,

HANDLING

6. Once the Secretary of State for Social Services has described the situation
in the NHS a number of other Ministers may be inclined to raise the various
difficult pay issues which are current, Some of these may eventually need to come
to Cabinet for decision, but I think it would be preferable to avoid substantive dis-
cussion at this stage., You have called a meeting on Eﬂay morning to consider

the Civil Service Arbitration award and the reports of the three Pay Review Bodies,

The Ministerial Sub-Committee on Public Service Pay (E(PSP)) would be the suitable

CONFIDENTIAL
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forum for detailed discussion of the situation in the NHS and of other current pay

issues in the public services sector, for example school teachers,

CONCLUSION

{5 The Cabinet need only take note of the situation as described by the Secretar
of State.

ROBERT ARMSTRONG

21 April 1982
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PAY

You agreed at the end of last month to postpone the meeting

which the Chancellor of the Exchequer was proposing on the pay
r—
strategy generally until we had some more concrete matters to

discuss. That time has now nearly come, since we have the
fﬁ?gg—géview Body Reports, and we are expecting the Civil Service

m—m——

Arbitration by Friday 23 April. You have recently had minutes
———

from Keith Joseph and Norman Fowler on the general pay policy

supporting Geoffrey Howe's proposal for a meeting.

Agree to hold a meeting at the beginning of the week
commencing 26 April, i.e. in time for the Civil Service Arbitration

to have been rapidly assessed? Such a meeting would cover

—
Civil Service pay, with reference to teachers' pay (the decision

on override on the former has clear implications for decisions
on the latter group), and also the handling of the Review Body
Reports. It would also take stock of the position on NHS

and nurses'and midwives' pay.

I suggest that the people who will be necessary for the
meeting are: Chancellor of the Exchequer, Lord Chancellor (judicial
pay), Lord President, Chief Whip, Lady Young, Norman Tebbit,

Norman Fowler, John Nott, Keith Joseph, George Younger; plus,

John Sparrow, Sir Robert Armstrong, Barney Hayhoe, Peter Gregson,

John Vereker. Agree? \,&/’

The Chancellor's minute of 16 April (attached) considers
the merits of a rapid publication of the Armed Forces Review
Body Report. Agree to its conclusion that we should not bring

forward the decision on this Review Body Report, but should

consider it in the same timescale as the others?

Mcs Ul‘w l”’(

16 April 1982
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You and other Cabinet colleagues may wish to know that at
yesterday's meeting of the Nurses' Whitley Council the
Staff Side took away for consideration a reconstructed pay
offer at 6.4 per cent after the Management Side had regected
a proposaT_¥ﬁat the matter be referred to arbitration. The
Staff Side's representatives from the affiliated trade unions
now have to consult their executives; but there seems a
reasonable prospect that they, like the non-affiliated trade
unions, will decide to ballot their members on the offer. If
S0, balloting will begizﬂggﬁ25 April, the results will be due
in by 11 May, and the Staff Side will meet finally to settle
its response to the offer on 18 May.

The Chancellor of the Ex/hequer suggested in paragraph 5 of
his minute to you of 31 March that if we could secure a
settlement with the nurses it would help us with other public
services' pay issues currently before us. In fact, the boot
is on the other foot, in the sense that unhelpful developments
elsewhere in the public services - more specifically pay
settlements, or the prospect of settlements, at rates
significantly above the pay factor = could prejudice the
outcome of the nurses' ballot and cause the offer to be
rejected. I believe this to be a real risk. Contacts with
the Staff Side suggest that there is a good deal of discontent
amongst nurses about pay; and it would be unwise to take it
for granted either that all the trade unions will decide to
ballot their members, or that the outcome of such a ballot
will be favourable.

This reinforces my conviction that we should be firm in
adhering, as closely as we can, to the pay factor we have
chosen for the public services. This is not only because I
believe it is right to do so on merits, but also for the




tactical reason that, owing to the interaction of the pay issues
which will shortly be before us for decision, a failure to hold
one part of the line will make it doubtful whether we can hold
any of it. I am, for example, quite clear that if we allow the
Civil Service and the teachers to receive pay increases in the
region of 6 per cent, it would be very difficult indeed - unless
perhaps it was made clear that the excess cost would be met
entirely from job losses - to suppose that it would be possible
to secure settlements with NHS staff at 4 per cent. This is quite
apart from the repercussions I have already mentioned on nurses
and the other NHS groups which we have agreed should receive
special treatment.

The cost to the NHS of the higher pay settlements which could be
expected to ensue would be considerable - probably more than
£100 million; and it would be out of the question to look for
this to be met from the existing NHS cash limit, since we have
already gone at least as far as is practicable this year in
demanding e nomies from health authorities.

I support the Chancellor of the Exchequer's proposal that there
should be some collective discussion on the handling of public
services pay. In the meantime, I hope that, in relation to each
decision which has to be taken, we shall do our utmost to avoid
giving ground or appearing to do so.

I am sending copies of this minute to other Cabinet colleagues and
to Sir Robert Armstrong.

.

13 April 1982




. SECRET AND PERSONAL

: . /(/ﬁ W Shaia

NN e

PRIME MINISTER

IMPENDING FAY DECISIONS

The Chancellor's recent minute to you called attention to the

need for our decisions on the three pay claims which have gone

to arbitration to be publicly defensible as consistent. That

is clearly right as a EE3?EﬁéHE_ET—E?TﬁEfﬁTE-Bﬁf_EE have to
recognise that the override powers are different and that the
timetables of the three arbitration processes probably mean that
we will have to take our decision on the Civil Service arbitration

award before the teachers' (E&W) arbitration recommendations are
known - indeed, probably before the hearing itself has taken place.

The Chancellor suggests that a figure "below about 6%" would be
acceptable and largely containable within cash limits in the case
of the Civil Service, and "7% or 8%" as the threshold for override
action, with an area of dif??bulﬁ-ﬁudgement between. I accept the
principle of that analysis, but do not think that we should fix on
particular figures at this stage.

On consistency, the Attorney General reminds us (in the papers
which accompanied my letter of 31 March to the Chancellor, copied
to your office) that the conditions attaching to override are
sufficiently different to allow a teachers' (E&W) arbitration rec-
ommendation to stand while allowing override of a similar award
for the Civil Service, though it would be difficult in public
presentation terms. For these teachers at least, the "national
economic circumstances" clause may mean that we shall have to
have regard to settlements or offers elsewhere with which we are
publicly associated. If we conclude that differential action on
equivalent awards is pot acceptable, we may risk having to apply
the "national economic circumstances" test to the other two
arbitrations to ensure consistency. We shall also have to form

a view on the figure to be sSubstituted through override action in
each case. _— e i

I agree with the Chancellor that we cagpot set our "game plan" until
we have details of the Civil Service arbitration and the review body
recommendations, an suppor uggestion of a restricted group
under your chairmanship. There we might discuss the legal limita-
tions, how far "consistency" requires us to set a common™FfIGure

Tor override and whit the threshold(s) should be, in readiness for

a quick decision when the Civil Service arbitration result is known.
——————————————— —
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I am sending copies of this minute to the Lord Chancellor, the
Home Secretary, the Chancellor of the Exchequer, the Secretaries
of State for Defence, Employment, Scotland and Social Services,
the Lord President, the Chancellor of the Duchy of Lancaster,
the Chief Whip and the Secretary of the Cabinet.

(]

"] APRIL 1982

Department of Education and Science
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From the Private Secretary 1 April 1982

MONITORING REPORT: PUBLIC TRADING SECTOR

The Prime Minister was grateful for the Chancellor's minute
of 26 March to which was attached the latest monltorlng report on
the public trading sector.

The Prime Minister considers that the advance notification
of some of these pay settlements is disturbingly haphazard. She
asks whether the Industry Secretary has seen the Chairman of
British Shipbuilders about the high settlement which is in pros-
pect there. She has also commented that in both the gas and
electricity supply industries any further increase in the offers
already made would be very disquieting.

I am sending copies of this letter to John Halliday (Home
Office), David Edmonds (Department of the Environment), Jonathan
Spencer (Department of Industry), John Rhodes (Department of
Trade), Anthony Mayer (Department of Transport), Julian West
(Deparment of Energy), Barnaby Shaw (Department of Employment),
David Wright (Cabinet Office) and Gerry Spence (CPRS).

John Kerr, Esq.,
HM Treasury.
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As I have mentioned in a shorter and more widely-circulated minutd,

we shall face a large number of complicated and inter-related public

service pay qguestions in about a month's time. This minute sets

out some preliminary thoughts about them.

4=t h 3eu‘J€/‘an sine fhe F\/M ():'aw| mlans

s : e : - i hent bo be dfkﬂl‘\h"‘l“w‘lw”}
Non-industrial Civil Service ha mizhry w Ayrte. no Spavaie mirhina® ALlA3If

Zy We expect to have the arbitration award around 23 April; \and

we shall probably need to decide within a week to a fortnight .1¢q
whether or not to ask the House of Commons to approve its setting
aside. If the award is below about 6 per cent, we should be able

to accept it. At least the bulk of the cost will be containable

—me—
within cash limits (there might have to be some recourse to the
Contingency Reserve); and a settlement at this sort of level would
be compatible with an acceptable, if not necessarily an ideal,
outcome of the pay round in other public services. Anything above

———  Sm sy

73 or B per cent we should have to reject; and I would expect

little difficulty in securing a majority in the House for this,
though we could still face an awkward decision regarding the details

of what we should put in place of the arbitration award.

3 The most difficult judgement will arise if the award is some-
where between these figures. Such an award would be a clear reverse
for our general policy; and the cost could not be contained within
existing cash limits. But it would not be far out of line with
settlements in the economy generally; we would have to decide
whether we could and should ask the House to override the award,

on the basis of sticking to our cash provision and seeking to

provide a downward lead in the public sector. What we decide

for the Civil Service will

SECRET AND PERSONAL
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have a direct bearing on the teachers and the NHS, which are likely
to come later, either in the normal course or because the unions

prefer to see what happens to the Civil Service before they settle.

Teachers
4, Both the Scottish and the English and Welsh school teachers

have gone to arbitration. Presumably the awards should be available

in late April or early May. In either or both cases, the question
 —

of override may arise. The legal position regarding override differs

both as between England and Wales and Scotland, and as between the
teachers and the Civil Service; but our decisions on the three
cases will have to be publicly defensible as consistent. I would
take broadly the same view in the teachers' cases as that set out in

—
paragraphs 2 and 3 above. The only important extra factor is that

we should need to carry a majority in the House of Lords as well

as the House of Commons on override. We may have to take decisions
on the Civil Service award before we know what the arbitrators have
decided in the teachers' cases; but we shall need to take our
thinking on the teachers as far as possible, and clear up any legal
doubts, such as those to which the Secretary of State for Education
and Science has recently drawn attention, so that we are clear about

what we can properly do when the time comes.

National Health Service

Sy There appears to be no significant sign of a move to arbitration
in the NHSs; but we must expect that at least some groups will await
the outcome of the Civil Service arbitration before being willing

to reach settlements. Others, however, may continue to negotiate;
and we shall need to keep an eye on all the possible interactions.

If we can bring off a settlement with the nurses on the lines of

our current offer to them, that would of course be a very useful

step forward.

Pay Review Bodies

6. We should receive the reports of the three pay review bodies

around Easter. So far as I know, departments have little or no firm

SECRET AND PERSONAL
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information about the likely recommendations; but on general grounds

I would assess the likely prospects as follows.

2%

Top Salaries Review Body. On average, the TSRB groups are

getting about 5 per cent less in cash terms than the
recommendations for April 1880. The TSRB have given us
notice that they intend to do a thorough job this year,

and their recommendations may present us with a difficult
problem. We ought te have in mind also that our TSRB
decisions will affect the climate in which we shall have

to take decisions about nationalised industry board members,

which will be difficult this year.

Doctors and Dentists Review Body. The DDRB could well

add the 3 per cent by which we reduced their recommendations

last year to whatever they would otherwise recommend. We

must, I think, assume that the likely minimum recommendation

is 6 per cent or 7 per cent (including the 3 per cent).

This might be reconcilable with our offer to the nurses;

but anything higher would create obvious difficulties.

Armed Forces Pay Review Body. General earnings movements

since April 1981 would point to recommendations of around

9 or 10 per cent. The AFPRB may reduce this to take

account of the current great ease of recruitment and
retention. Ewven so, a recommendation of, say, 7 or

8 per cent would not be easy to handle. It would
certainly make it more difficult to cut a Civil

Service arbitration award below that level, since it
would be difficult to defend the difference of treatment

by reference to recruitment and retention factors.

In taking our decisions, we shall have to recognise that

rejection of the main recommendations of any of these bodies could

lead to the resignation of its members. Although Megaw may help us

SECRET AND PERSONAL
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to devise a system to replace the TSRB, it is not easy to see what
could replace the DDRB and AFPRB. But I am not suggesting that

this factor should in any way be decisive.

8. We shall have a little leeway on the timing of the announcement

of our decisions on the review body reports. (It will, of course,

be important to do everything possible to prevent leaks, particularly

before the Civil Service arbitration hearing and while we are
considering the award.) But we shall need to ensure that our
decisions are defensible by reference to our decisions on the other

matters discussed in this minute.

9. We shall also need to address the question of the longer-term
future of the AFPRB, on which the Secretary of State for Defence has
recently circulated a paper to E(PSP). The inconsistency between
our policy on the pay of the armed forces and our policy for the
public services generally - at least as those policies are widely
perceived - is becoming increasingly hard to defend. Our decisions
here will have implications for the future system of determining
police pay. I understand that this has been under study by a
working party of the official side of the police pay negotiating
body. No doubt the Home Secretary will be keeping us in touch, and
putting forward proposals in good time for consideration before the

negotiations for the next police pay settlement begin.

Other groups

10. The negotiations with further education teachers in England and
Wales and in Scotland are less far advanced than those for school
teachers; negotiations with the university teachers have not yet
begun. The Government is involved in all the negotiations, though
the details of the involvement differ. The Civil Service and school
teachers' arbitrations are, of course, likely to be relevant. The
other main public service groups (local authority white collar
workers and the industrial Civil Service) do not settle until 1 July,
but will be keeping an eye, in particular, on the Civil Service

arbitration, and will be anxious to exploit any opening. The question
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of the firemen does not arise until the "next round”; but they raise

the same paints of difficulty as the police.

Next pay round
11. It is too soon to begin laying plans for the next pay round; but

our decisions on the impending questions in this pay round will need
to pay some regard to the prospects for it. We must, of course,
secure a reasonable measure of success in the current pay round; but
we cannot prudently overleok the risk of proveoking an uncontrollable

rebound in the next.

Timetable and handling
12, I attach as an Annex an outline timetable of relevant events.

The dates in it should not be taken as more than indicative. But
shows the size of the task before us. I see no purpose in trying
draw up elaborate "game plans" before we know, in particular, the

full details of the Civil Service arbitration award and the review

body recommendations. Nevertheless, I think that it would be useful

if we could have some preliminary discussion in the next week or so,
which I suggest might take place in a restricted group of Ministers
under your chairmanship, so that we can familiarise ourselves with
the issues and commission any preparatory work by officials that we
think useful.

13. The matters discussed in this minute are, of course, extremely
sensitive. I should therefore be grateful if all who receive it
could ensure that it is seen only by those with a clear need to know

of its contents.

14, I am sending copies of this minute to the Lord Chancellor, the
Home Secretary, the Secretaries of State for Defence, Education,
Employment, Scotland and Social Services, the Chancellor of the Duchy
of Lancaster, the Lord President, the Chief Whip and the Secretary of
the Cabinet.

-

(G-HI)
'3() March 18982
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ILLUSTRATIVE TIMETABLE

1 April:

Easter:
19 April:
23 April:

Late April/
early May:

first week
_in May:

Mid-May:
—— >

EtPSP) considers paper by Secretary of State for Defence on
of AFPRB system (E(PSP)(82)7)-

Reports of 3 pay review bodies presented to Prime Minister.

Civil Service Arbitration Tribunhal hearing.

Civil Service Arbitration Tribunal award received.

Arbitration hearings and awards for school teachers (separate in

England and Wales and in Scotland)

Government decision on Civil Service arbitration award announced;
Government decision on pay review body recommendations announced;

/Depending on decision on E(PSR)(82)7/ Government decision on
future of AFPRB anounced

Government decision on teachers arbitration awards announced.
ﬁ

During this period other negotiations, particularly in NHS and education sectors,

will be in progress.
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We shall have to take quick decisions in a short space of

time on a large number of complicatéd and closely-related

public service pay matters towards the end of April.

Za The award of the arbitration tribunal on the non-industrial

Civil Service pay claim will be central. I expect to receive
this by about 23 April. We shall need to make our decisions
about it known soon after the award - probably within not much
more than a week. Delay would not only create problems with
the Civil Service. It would tempt other public service groups,
such as the local authority white collar workers, to press for
settlements at the level of the awardy; and if such settlements
were concluded they could well restrict our own freedom of

manoeuvre.

< e I understand that the arbitration award to Scottish teachers

may be available by late April or early Mays; presumably much

the same timing will apply in England and Wales. The question
of overriding either or both awards could arise. We shall
therefore need to take our decisions on the Civil Service with

an eye on the possibilities in the teachers' cases.

4, The main NHS group will be negotiating at much the same
time: their settlement dates fall at the beginning of April.
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Again, we shall need to keep an eye on the possible

interactions.

5. The reports of the three pay review bodies (Top Salaries,

Armed Forces, and Doctors and Dentists) are likely to be presented

to you around Easter. They will raise difficult questions in

“ . . .
themselves, and as they affect the matters mentioned earlier in

this minute. The paper to E(PSP) by the Secretary of State for
Defence on the AFPRB is relevant; and our decisions on that

may in turn raise questions about the future of the police pay
system, which I understand is being studied by the official side

of the policy pay negotiating body.

6. I shall be minuting you and the other Ministers most closely
concerned in more detail about the specific issues. But I would
ask all our colleagues to bear in mind the need both to do
everything possible to bring home to public opinion the need for
pay moderation, and to bear in mind the implications for the
current pay negotiations and prospective arbitration hearings

of any decisions they may take and of any guidance they may give -
for example, to nationalised industries. An obvious example

is the pay award for MPs and Ministers and our response to the
recent Select Committee report. An early indication of the
Government's view could help to influence the climate in which

the various arbitration awards are received.

7 I am sending copies of this minute to the other members

of Cabinet and to Sir Robert Armstrong.

A

(G.H.)
L7 4
3O March 13982
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MR. SCHOLAR
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Monitoring Report: Public Trading Sector

Apart from the issues to which the Chancellor draws attention
in his note covering the latest public trading sector monitoring
report, I think the Prime Minister may want to look at the position
in the gas and electricity supply industries.

C —— ——

In the case of gas, employers have increased their offer to a

level which represents on earnings more than the miners' settlement,

because everybody is still too readily accepting that the miners

got 9.1% (instead of the 7.3% we think it really was). In the case
of efzzkricity, there is still some uncertainty about the value

of the latest offer: if it is only the 6.1% reported, there may

be room for a small increase, but experience shows that the
industry's own calculation of the average earnings effect tends to
be an underestimate. The Chancellor wrote to Mr. Lawson on

19 March saying that BGC should be urged strongly to make a firm

S— 4
stand on their latest offer; the Prime Minister may feel that in

ackﬁBﬁledging this latest report, you should mention that she too
feels that in both the gas and electricity supply industries
any further increase in the offers would give Ministers considerable

\ =

disquiet.

29 March, 1982.
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MOTORING REPORT : PUBLIC TRADING SECTOR

I attach the latest monitoring report on the public trading

R
sector.

0
p—

2% A settlement is in the process of being reached at British
Shipbuilders for a 63 per cent increase in average earnings

=
together with a 1 hour reduction in the working week. The unions

—— — |
are apparently presenting the settlement as worth 7 per cent in

totals Depending on the view taken of the cost of the reduction

in hours, the real value of the settlement could be even higher.

3 There must be a real question whether it is appropriate for
a manufacturing industry which needs to compete internationally,

and which is already heavily supported by subsidies, to settle

as high as this. A further point of concern is the late sggge
e - L2 BLLLE -

at which this settlement has been brought to our attention.

4. Separate correspondence is taking place about the Post Office,
where there is also a clear risk of an excessive settlement.

i
5 The British Airports Authority have now reached a settlement
which is being publicised at 6 per cent. The effect on earnings
may, however, be rather different. It would be helpful if
John Biffen could now let us have the assessment which I mentioned

in my minute of 15 February.
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6. I am sending copies of this minute to the Home Secretary,
the Secretaries of State for the Environment, Industry, Trade,
Transport, Energy and Employment, and to Sir Robert Armstrong

and Mr. Ibbs.

3 March 1882
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PART 1 CURRENT AND I-‘OTi”‘ECO ZING NEGOTIATIONS
A: 1980/81 PAY ROUND

1. British Reil - Clerical and Conciliation grades (150,000)

Settlement date 20 April
Unions: NUR, ASLEF, TSSA

A Committee of Inquiry was appointed by ACAS on 2 February to consider the pay and
productivity understandings of the 1981 agreement which have been the subject to
dispute between BR and ASLEP, ASIEF refused to co-operate with the Inquiry; evidence
was taken from BR, NUR and TSSA,

The Commititece reported on 16 February and recommended that both sides return to the
established negotiating machinexry within 7 days., that ASIEF re-aszseri its commitment
to the uaderstzndings of Avgust t981 and call off industrial acztion and that LR vay

bers the 7% increase at the centr2 of the disputs,

Both sides asccepted the Coumittee's recommendations, EBR authoriged immediate payment

of the 3% increase and ASLEF called ¢ff Turther industrial action from 19 ebruary.
Negotiations on productivity issues took place at National Council level but agreement
could not be reached. The issues were referred to ihe Railway Staffs National Tribunal
(the highest level of the industry's negotiating machinery) and the hearing commenced
on 15 March. The terms of reference vere those set out in the findings of the
Commitice of Inquiry. The Tribunzl finished tzking evidence on 17 March; the Chairman
concluded, however, that he was unable to give any indication of a recoumendation as
the Tribunal had found difficulty in reconciling the evidence cf the two sides. The
T=ibunal are coneidering other means of arriving a2t their recommendaticns, possibly
involving visits to drivers' (FUR and ASLEF) and guards' (NUR) depots. It is hoped
that a report of their findings may be availeble by mid-April., The Tribunal's decisicn

will not be binding on either side.

Agreement on flexible rostering at nationzl level was reached with the NUR before
Chrisimas, and in local otiations on ihe new arrangements 70% of KUR depots have
agreed to the changes. 50 per cent of IUA depuis axre nov actuelly working to the new
arrangenents. However a small mumber of IUR depois remain opposed, and some isolated

industrial action has occuxzid.
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B: 1981/82 PAY ROUID

2 British Rail: Clerical and concilation grades (150,000)

Settlement date: 20 April
Unions: NUR, ASLEF, TSSA

A meeting took place on 11 March at which NUR, ASLEF and TSSA presented their claims
for minimum pay increases in line with the increase in the RPI, BR responded that any
increase in pay would be linked to increased productivity, the Unions indicated firmiy

that pay increzses could not be linked to productivity in the current round.

Comment : Detailed negotiations are unlikely to commence before the current product-
ivity issues between BR and ASLEF have been resolved. Any offer by BR will need to

reflect the heavy financial losses incurred during the current dispute.

3, London “ransnort: Underground Staff (18,000)

Settlenznt ds

Unicugs IUE,

Foy claime wex bm3i jonday 22 March of 125 increases and shorter hours,
similar +o ihat before British Rail., LT plan to respond with an offer on.7 April:

their current bdudget allows for a 5 per cent increase on paybill.

Comment: The negotiations will be influenced by the BR situation.

h Lirways: Al) grades (excluding pilots) 50,000

date: 1 Jenuary
Unions: TGWU, AUEY, EZPTU, NUNMSIWCH, ACTSS, APEX, G%U, FTATU, UCATT

On 10 September Britich Airwsys announced a "rescue plan" aimed at stemming bbsses of
some £100 millions in the current year and £250 millione in the two year period to
pril 1982, So far zs staff and pay are concerned, the plan involves a

9,000 jobs by June 1982 by early retirement, voluntary severance and natural wastage

and 2 pay freeze at least until September 1952 when the situation will be reviewed.
thex - the plan include the recrpanistation of many working practices, cuts

in routes, csome depots sand cffice nd the sale of zircraft and property.

An vnexpectedly high responce to the severance scheme has been reported.




For the purpose of negotialion pay nd conditions of employmen

divided into 11 functional groups called RKational Sectional Pan:

unions are reprecented. Althoush delay wf the annual settlement has becn £Ene
accepled, 3 panels have submitled elaiuz for substantial increases (Engineering
and Maintenance, Ramp, Ground Service stafi) inege claims are thought to be
aimed at keeping options opsn rather thae to be u serious attempt to open

negotiations in the immediate

The panel covering 2000 TCWU raump ciaff (ez bagzazge and cargo handlers, clesners

and towing staff) at Lhe terminels for Yuropean and domestic flights have chjected
to the company's reorganisation of working prectices for increased productivity
:hiéh, the company say, will engble: 300 staff w have opted for the volwtary
gerverance scheme to leave. A striks bhegzn on 9 YNebruary when manapement
attempled to implement the new working errangements. A suggestion by TGW!
officials that members return to work uader i old arrangements while continuing
discussions was rejccted‘hy BA who arz itzhin firm line. The strike ccntiﬁués
to cause sons fla ations of can flights but the effect is limited =

other prouvps of cmployees have underiaken the work of those on strike.

Jre

invelve other BA employeces and cihe U nembers outside BA
stoppages have had 1itt success; alhl .-:'-',Iv: there have becn in
brief stoppages 151 Wi stoii alszevhere on the airport which
wre likely to continue.TGWU picheilir; on the airport has lately succeoded
in stepping supplies of oil fuel for wzlier and space heating at the airport.
This is p*lmar¢1" the concern of the fh¢11uﬂ Airnorts AutHO“ ty but the
intended effect is to interfere with the working of the BA mazintenance base.

-
Comment: failure to reach a2 settlemsnt on revised working arrangements cculd

"Jeopardice those agreementis already reached with other groups.
LA Gas Supply: JManuals (41,300)

Settlement date: 17 Januvary

Unions GMWU, TGWU
The unicns submitted a claim to Management coverlng.

An increaue i c5 to maintain the value of the pay packet - toking
account of both ini 0 and taxatios levels
(2) A reduction in working hours (from 287 to 37 hours a week)
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h, n:na#emcnt LMLT OV QX LHOJf,@“ch ko 5:1% (h1.,T\
» lJabourer's scale, and 6.47 (£10.62) for e eraftoman
lw -ﬂdﬁts(“ Lthe Council offered a further 75p per week on

making a total enhancement to shift pay of £3.73 per week,
the offer will be to increase average earnings by about 6.1%;

This offer was &lso rejectcd by the unions who pressed hard for en 8% increase
on salaries. The next formal meeting will be on 8 April.

 Comment : Acceptmncc by the miners of an increase presented as 9.3%, water
service manua, at 9,1% and a settlement in the gas industry will influence
negotiations. 'The nanual's
(sp: 1 February, see item )

scttlerent will influence the power engineers

Electricity Supply: Power Engineers (29,300).

Settlement date: 1 February
Unions: EPEA/EMA

Ay a Betional Joint Board meeting on 19 January, the EPEA submitted

clninp: as follows:

Preservetions of existing links with industria)l. scales
Even progressicn

Restoration of 1 ! ti . maxima of scales
Improvement in out-of-hours payments

.35 hour week as long term objective
The total paybill increase of the claim has not becn estimated.

re has been no offer or discussion about the claim at either of the
two Natiorsl Joint Board meetings oz 16 February and 16 March. The

traditionally awzits the outcome of the manuals’




Passenger Transport Executives: Platform Staff

Settlement dates: Various
Unions: TGWU, GMWU

Three authorities have reached agreements as follows:

Greater Manchester (SD: 1 November) 7.8%)
West Midlands (sp: 6 November) 6.5%) Increase on average earnings

Merseyside (sD: 1 January) 7.8%)
The following have 2t to reach a2 settlement:

a) Tyne and Wear (8D: 1 March) - The local metro service includes ASLEF membership.

Negotiations have been delayed pending the outcome of the national dispute between
BR and ASLEF,

b) South Yorkshire (SD: 1 &pril) - No claims submitted

o
¢c) Strathelyie (SD: 27 April) - In response tojcost of living claim a 5% per cent
offer have been mzde,

d) Vest Yorksnire (sp: 1 pr) - Mznagement have »eceived a clainm costed at over

AT

2086 on earnings., Negotiztions commenced 16 March when managemsnt offered £4. 60 on
basic rates across the board (estimated to be about €.9% on earnings). The unions :
gave a cool response to the offer on the ground that it distorted differentials. A
further meeting has been fixed for 26 March.

Passenger Transport Executives: Non Manual Staff (6,000)

-

Settlement date: 1 April

There is & Joint Hegotiating Committee representing non-manual staff in all 6 English
PTEs. In response to a claim for "cost of living" increases, management responded at
a meeting on 4 March with an offer worth 6% on earnings of which 2% is linked to
increased productivity. A special joint sub-committee was established to look at the
productivity issues - mainly the introduction of new technology . Following agreement
in the sub-committee to the principle of increased productivity, the overall offer was
increased on 18 March to 6.6 per cent, of which 2.6% was for productivity linked
elements. The union side rejected this as insufficient and after lengthy ‘discussions
management further increzsed their offer to 6.8% in the hope of achieving 2 full and
final settlement. Lowever this was also rejected, and negotiations have effectively

broken dovn. The union side are now expected to consult with their members before

commmmnicating further CC‘@'" BRI, EG"“:‘H[ L) wi'th. management, 'A routine NJ{

neeting has already R § iﬂh ELJV:,B NJ been set for 7 April, but the
pay issue is not on amsesecr the -zgenda.
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and manuals (O

On 17 February Management received an uncosted claim {rom the CSEU which

mpri iscd:

(1)

Co'.h,n.L iation of certain items from the previous pay agreement
A substantial increase in overtime rates
An increase in the Minimum Earnings level
A phased reduction to a 35 hour wecek
Increased holidoys and holiday pay
plus other minor benefits.
on 10 March, the CSEU provisionally accepted m nagement's offer:

to basic rates which, wi -he suvbsequent effect on overtinc,

3 of

represented an incrcase in earnings Se In addition, a further 1% increcse
will arice from consclidation of supplements irom & vious roung an
. : . o (o A b s - =

increzse in minimum earnings level; in total o &30 28 n average

There will also be & 1 hour reduction in the working week, which wes agreed

duc
in the previous pay round, to be implemented from 1 April 1932. Menagement

say that the reduction will be met Trom improved productivity (ie preompt
Y ¥ Y P A

starting times etc) end will not add to unit costs. The unions are reported
to be presenting the offer to members as 7% on earnings. The provisional

agreement will need to be ratified by individual yards. A nnle” tes mecting
in Newcastle on 17 March was reporied to have overwhelminzly endorsed the o

SAIMA (staff union) submitted a similar wncosted claim for substa:
increases at a meeting on 18 February. Negotiations fox this

follow those of the CSEU.

10 Post Office: Postal Officers, Assistants, Postmen, Cleaners & Doorkecpir
(156,500)
Settlement Date:
Union: UCW

At a meeting on 24 lMarch an offer of 5 per cent on basic rates (earnings

effect not yet known) was rejected. There is to be a further meeting on

30 March.
(j*‘
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1 April
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increase of 150 on earnings
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NOovemLer

with the manuals’ baLtlemont of

CPSA, CG&U
On 4 March ¢ abustained) accepted the
London Weighting. 1In
;¢ across the board
payment, veriation in anmusl leave entitlement (to bring
have bought out 23 days ennual leave which had

some employees who were previously Civil Servants by pa an ad-

A 1 - . . ] x
ditional 3% on holiday bonus nl; ) jard of 6% will be publicised. The

pay bill in the first year; the
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Settlemaent

Unions: AUEW

The group ha: nerecare in line with platform staf

basic rales, sn increase in the bouus caleulator, 2 days

and & 1 hour reduction in the working week (40 to 39

meb i s

from 1 November. The
effect of the total offer on aversge carnings will be 6.9%.

=

{& National Bus Comu i alform a non craft maintenanc

Settlenent date:

Unions: TGWU

Following & regional delegate accepted

manzgement's offer of a 6

-y -
c ays

additional holidaey and & £1 per week

crew drivers

Y Y i i - mi- Y- PR, .
and conductors. The total packege average
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CONFIDENTIAL

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

PRIME MINISTER

MODNITORING REPORT: PUBLIC TRADING SECTOR

I attach the latest monitoring report on the public trading

sector.

Z. As in the last report, there are no specific issues
to which I need draw attention. A 53 per cent settlement

has been reached by the UKAEA, and an offer of around 7 per

cent 1s being recommended by the National Bus Company unions.

I understand that the gas supply unions have now rejected
BGC's 7 per cent offer to their manual workers; and Nigel
Lawson will no doubt be reporting on that. In the electricity
supply industry, you will have seen from his letter of

1 March that a slightly improved offer is now being made,

with an effect on average earnings of between 5% and 7 per

cent.
3 Copies of this minute go to the Home Secretary, Secretaries

of State for the Environment, Industry, Trade, Transport,

Energy, and Employment and to Sir Robert Armstrong and Mr Ibbs.

&n.

(G.H.)
8 March 1982




PUBLIC TRADING SECTOR

PART 1. CURRENT AND FORTHCOMING NEGOTIATIONS

A: 1980/81 PAY ROUND

T British Rail - Clerical and Conciliation grades (150,000)

Settlement date: 20 April

Unions: NUR, ASLEF, TSSA

A Committee of Inguiry was appointed by ACAS on 2 February to consider the
pay and productivity understandings of the 1981 agreement which have been
the subject of dispute between BR and ASLEF.

ASLEF refused to co-operate with the Inquiry; evidence was taken from ER,
NUR and TSSA.

The Committee reported on 16 February and recommended that both sides return
to the established negotiating machinery within 7 days, that ASLEF confirm
its commitment to the understandings of August 1981 and call off industrial
action, and that BR pay ASLEF members the 3% increase.

Following further talks with ACAS, both sides accepted the Committee's
recommendations, BR undertook to authorise immediate payment of the 3%
increase and ASLEF called off further industrial action from 19 February.
Negotiations on productivity issues were inconclusive and the matter will
now be referred to the RSNT by 19 March at the latest. Terme of reference
will be as set out in the findings of the McCarthy inquiry.

Some NUR guards in isolated areas have taken unofficial action in the form
of lightning strikes in protest over flexible rostering proposals which have
already been agreed with the NUR executive .




B: 1981/82 PAY ROUND

2., British Rail: Clerical and conciliation grades (150,000)

Settlement date: 20 April

Unions: NUR, ASLEF, TSSA

The unions have submitted claims for 'substantial' but unspecified increases

in the 1982 pay round.

Comment: Negotiations are very unlikely to begin before the productivity
issues between BR and ASLEF have been resolved. Any offer by BR will need
to reflect the heavy financial losses incurred during the dispute.

%,  British Airways: All grades (excluding pilots) (50,000)

Settlement date: 1 Jamary

Unions: TGWU, AUEW, EEPTU, NUSMWCH, ACTSS, APEX, GMWU, FTATU, UCAT

On 10 September British Airways announced a "rescue plan" aimed at stemming
losses of some £100 millions in the current year and £250 millions in the
two year. period to April 1982, So far as staff and pay are concerned,

. the plan involves a reduction of 9,000 jobs by June 1982 by early retirement,
voluntary severance and patural wastage and a pay freeze at least until
September 1982 when the situation will be reviewed. Other features of the
plan include the renegotiation of many working practices, cuts in routes,
closure of some depots and offices and the sa}e of aircraft and property.

An unexpectedly high response to the severance scheme has been reported.

For the purpose of negotiatioon on pay and conditions of employment staff

are divided into 11 functional groups called National Sectional Panels on which
all unions are represented. Although delay of the annual settlement has been
generally accepted, 3 panels have submitted claims for substantial increases




(Engineering and Maintenance, Ramp, Ground Service staff). These claims are
thougnt to be aimed at keeping options open rather than to be a serious attempt

to open negotiations in the immediate future.

The panel covering 2000 ramp staff (eg baggage and cargo handlers, cleaners and
towing staff) at the terminals for European and domestic flights have objected

to the company's reorganisation of working practices for increased productivity
which, the company say, will enable 300 staff who have opted for the voluntary
serverance scheme to leave. A strike began on 9 February when management
attempted to implement the new working arrangements. A suggestion by TGWU
officials that members return to work under the old arrangements whiie continuing
discussions was rejected by BA who are taking a firm line. The strike continues
to cause some cancellations of European flights but the effect is limited as

other groups of employees have undertaken the work of those on strike. Efforts

to persuade ramp staff at the intercontinental terminal to stage a 24 hour strike
on 25 February in support of their colleagues at the European and domestic terming
were unsuccessful.

Comment: Failure to implement the revised working arrangements could jeoéardise
those agreements already reached with other groups.

L British Airports Authority: All grades (7,500)

Settlement date: 1 January
Unions: Staff - IPCS, SCPS, CPSA, CSU
Industrial grades - TGWU, AUEW, GMWU, EEPTU, NUSMWCH, UCATT

The unions submitted claims for overall increases of 15% on average earnings
slanted toward a larger proportional increase for the lower paid. The Authority
offered 6% on all elements of pay except London Weighting. The offer was

rejected.

There have been two further meetings. The Authority's offer has remained at

6% on all elements of pay but in addition they have proposed a small increase
for productivity in return for some harmonisation of annual leave arrangements. .
é is understood that the unions have agreed to recommend the oifer to their

members. Preliminary assessments indicate that the pay award would increase

the Saiary bill by slightly less than 52% and the productivity award wou}d edd

a Turther 1%%. There has been no estimate of the effect on average earnings.

Comment: Any settlement is usually influenced by that of British Airways. This

year, however, BA have delayed all settlements until September 1982 (see item D)
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National Bus Company: Platform and non-craft maintenance (34,328)

Settlement date: 1 March
Unions: TGWU, NUR, GMWOU, AUEW, NCOI

On 7 Decémber1 the unions submitted a claim for an 18% increase on rates,

1 week's additional holiday and progress toward a shorter working week.
Management's initial offer of 4.25% on rates was rejected. On 15 February
management improved their offer to 6% on rates from 1 March, plus an additional
0.6% from November (to maintain parity with municipal busmen who have negotiated
a reduced working week from November), 2 days additional holiday and £1 per week

unconsolidated supplement for crew drivers and conductors, worth in total T%

on average earnings. This offer was rejected.

However, a slightly improved offer - 6.6% on rates from 1 March - will be put
to a union delegate conference on 5 March with a recommendation to accept.

Passenger Transport Executives: Platform Staff

Settlement dates: Various

Unions: TGWU, GMWU
authorities have reached agreements as follows:

Greater Manchester (SD: 1 November) 7.8%)
West-Midlands (SD: 6 November) 6.5%) Increase on average earnings

Merseyside (SD: 1 January) 7.8%)

—

" The following have yet to reach a settlement:

a) Tyne and Wear (SD: 1 March) - The local metro service includes ASLEF
membership. Neogtiations have been delayed pending the outcome of the

national dispute between BR and ASLEF.

b) South Yorkshire (SD: 1 April)
c) Strathclyde (SD: 27 April) No claims submitted
d) West Yorkshire (SD: 1 May)
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Gas Supply: Manuals (41,300)

Settlement date: 17 January
Unions GMWU, TGWU

The unions have submitted a claim to Management covering

-

(1) An increase in rates to maintain the value of the pay packet -

taking account of both inflation and taxation levels
(2) A reduction in working hours (from %82 to 37 hours a week)

(3) Consolidation into basic pay of bonus earnings and "general obligationg

payment", (the key issue)
(4) Payment of average earnings during holidays
(5) Improvements in shift and stagger pay

(6) A change in the basis of awarding local holidays

On 13 January managemen£ of}ered an average increase of 7% on basic rates plus
increases in heliday pay (from 1 June), improvements to pay for working
staggered hours and an increase in local holiday entitlement worth in

total 5.2% on earnings. At a further meeting on 28 January management slightly

~ improved the offer to an average increase of 73% on rates (6.8% - 8.1%) which,
together with the other improvements offered earlier, would have increased average
earnings by about €%. In addition BGC proposed a restructuring of bonus and
other payments which would add a further 0.4% to earnings. The offer was
rejected and on 9 February, while continuing to refuse to consolidate bonus

into basic pay, management again improved their offer to between 7.8 and 9.7%
(average 8.5%) on basic rates with no flow through into bonus. A further

50p per ﬁeek was offered on the General Obligations psyment (for flexible working
procedures). Together with the improvements to holiday and staggered working

pay the total offer represents an average earnings increase of about 6.8&%

during the settlement year - 7% in a full year. "

After consulting their members the unions have t0ld BGC that the offesr is
unacceptable because there is no increase in bonus payments and BGC hive
Irefused to give a commitment on future consolidation of bonus payments. The
next meeting will be 10 March and BGC are still considering their response.
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Comment: The Gas, Water and Electricity industries closely watch each other's
settlements and the union's have drawn attention to the water service settlement
of 9.1% on basic rates. In addition the miner's settlement presented as

9.3% will influence negotiations. The final settlement for manuals will have

repercussions for the BGC staff negotiations (58,900 SD: 1 June).

Electricity Supply: Manuals (94,000)

Settlement date: 17 March
Unions: EETPU, GMWU, AUEVW, TGWU

The unions made the following 5 point claim at a meeting of the National

Joint Industrial Council on 7 January:-

(1) A substantial increase on basic rates

(2) An additional increase on each band of the scale

(3) Increased holidays

(4) 4 shift and staggered hours pay increase (in line with the increase
in basic)

(5) . A reduction in working hours

The total paybill increase of the claim has not been estimated. The ﬁlectricity
Council made a formal offer on 4 February of basic rate increases ranging fron
£5 per week for labourers to £8 per week for craftsmen at the top of the salary
range. A willingness to enhance shift payments was also indicated. The tctal
package represents a 5-7% increase in average earnings depending on grade,
overtime and shift pattern (5.6% on the paybill). The unions considered the
offer unsatisfactory but a starting point for negotiations. There was an
informal meeting between the Council and union negotiatiors on 2 March prior to
a formal meeting on 4 March.

Camment: Acceptance by the miners of an in;rease presented as 9.2%, water
service manuals at 9.1% and a settlement in the gas industry will influence
negotiations. The manual's settlement will influence the pover engineers

- (SD: 1 February see item 9).
Electricity Supply: Power Engineers (29,300)

Settlement date: 1 February
Unions: EPEA/EMA '
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At a National Joint Board meeting on 19 January, the fPEA submitted a 5 point

claim as follows:

(1) Preservations of existing links with industrial scales
(2) Even progression through NJB scales

(%) Restoration of 1975 differentials at maxima of scales
(4) Improvement in out-of-hours payments

(5) 35 hour week as a long term objective
The total paybill increase of the claim has not been estimated.

No offer was made by management at the National Joint Board meeting on

16 February. The next meeting will be 16 March.

Comment: The power engineers traditionally wait for the manual's settlement

(see item 8).

10 British Steel Corporation: All grades (108,600)

Settlement date: 1 January
Unions: ISTC, GMWU, TGWU, NUB, NCCC, MATSA, SIMA

The BSC corporate plan announced in December 1980 involved 20,000 redundancies
by March 1982. The corporation are now reported to require a further 15,000

" redundancies by July 1982.

The plan envisaged no national pay award in 1982: any pay increases to be
geared to local productivity deals. In their present situation BSC have also
decided not to introduce a 29-hour week from 1 January 1982, as vas conditionally
agreed after the Lever Committee of Enquiry ended the 1980 strike. Following
lengthy negotiations, BSC reached agreement with the ISTC to forego a national
pay award in 1982 and pursue local productivity deals. Productivity increases
will be achieved by negotiation on cuts in manning levels and a percentage of
any subsequent increase may be consolidated into basic earnings if the gains
are judged to be permanent. The craft and service unions (NUB) and the
management association (SIMA) have also agreed to local ‘productivity deals for
1682 increases. BESC will not consider introducing the 39 hour week before

1 January 1983.




CONFIDENTIAL

BSC's Head Office staff increases for 1982 will be based on the average
increase paid from local productivity deals in BSC's main businesses; there
will be no guaranteed minimum payment.

11 British Shipbuilders: Staff and mamals (67,000)

Settlement date: 1 April

Unions: CSEU, SATMA

On 17 February management received an uncosted claim from the CSEU which
comprised:

(1) A substantial increase in basic rates not less than the rate
of inflation

(2) Consolidation of certain items from the previous pay agreement

(3) A substantial increase in overtime rates

(4) An increase in the Minimum Earnings level

(5) A phased reduction to a 35 hour week

(6) Increased holidays and holiday pay
- plus other minor benefits.

Management will respond to the claim at the next meeting on 10 March,
SATMA (staff union) submitted a similar uncosted claim for substantial increases

at a meeting on 18 February. Negotiations for this group traditionally follow
those of the CSEU and further meetings are likely to follow those of the CSEU.
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SETTLEMENTS CONCLUDED SINCE LAST REPORT

1981/82 PAY ROUND

United Kingdom Atomic Energy Authority: Manuals (4,700)

Settlement date: 1 October
Unions: AUEW, TGWU, GMWU, EEPTU

Following consultation with their members, all unions have accepted the
Authority's offer of just under 6% on rates (5.5% on average earningé'

and on the pay bill). 2 In addition the Authority have agreed to a
1 hour reduction in the working week in return for the abolition of tea breaks

which has a nil effect on the pay bill.

Footnote: Details of negotiations in subsidiaries of the National Freight

Company have been omitted from this report following denationalisation.




| reasury Chambers

Rt Hon Norman Fowler MP

Secretary of State

Department of Health and

Social Security

Alexander Fleming House

Elephant & Castle

London SE1 8BY 8 March 1982

Do ko ok S,

Thank you for your letter of 4 March about NHS pay. I am
generally content with your proposed reply but would like

to suggest some changes to clarify the Government's intentions
and to reflect the real status of the 4% pay factor. These
are indicated on the retyped version attached.

As you know the pay of the non-industrial Civil Service will

be considered by the Civil Service Arbitration Tribunal

probably in April. It is particularly important that in the
run-up to that Arbitration hearing we do not make statements

in other contexts which can be quoted against us. 1 know

you have this point well in mind and will exercise due vigilance.

I am sending a copy of this letter to the recipients of yours.

Ymﬁ 51L;c'¢tj
T Mafess

QWW&’A ‘55 1&0 a“é‘_&('ﬁ"\'ﬁj
aud S;f)vdl & lis clmonce
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The Chancellor of the Excheguer announced in his statement
on public expenditure on 2 December that expenditure plans
for 1982-3 included a 4 per cent pay factor for the public
services. Allocations for 1982-3 to Health Authorities in

Great Britain accordingly include 4 per cent for increases in

earnings from due settlement dates. It remains the

Government's view that this is in general an appropriate

provision. However, the Government recognise the need for
pay settlements to take account of market factors including
their effect on recruitment and the retention of certain
types of expensively trained staff in the NHS. An additional
£81.9 million will, therefore now be made available for

some specific groups within the NHS responsible for the
direct treatment of patients. This money will be available

to finance appropriate pay settlements for nurses and

midwives and for the professions supplementary to medicine, to
introduce a new contract for ambulancemen and an emergency
duty agreement for hospital pharmacists. Two thirds of the

additional money will be provided from the contingency
reserve and added to the cash limits and the remaining third
will be found by Health Authorities. The pay of doctors and
dentists will be considered in the light of the Report of
the Doctors and Dentists Review Body later in the year.
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Mr. Fowler's proposed PQ and Answer on NHS pay

I understand that the Treasury will be proposing a
considerable number of changes to Mr. Fowler's draft: it would
be best for the Prime Minister to see those before going firm
on a text, and you may want to let Mr. Fowler's office know
that you will not be commenting until after the weekend (I

have warned them at official level).

Because there will therefore be an alternative draft, I
refrain from suggesting specific amendments. But the Prime
Minister should be aware that the importance of this Answer lies
in its need to address two different audiences: the health

service workers, who will certainly react by saying the proposals

are inadequate,and other public service workers, such as the

civil servants and teachers, who will see the increase in the
NHS cash 1limit as a reason for having their own increased. The
draft has therefore to strike a balance, and at present I think
it takes too little account of the likely impact on non-NHS
groups.

The main points which need to be covered in any revision
of the draft are I think these:

(i) We need to make it clear that NHS groups other than
those mentioned are going to be held within the 4% pay factor;

(ii) It is highly desirable to explain that the bulk of the
£81.9 million (not £83 million) will be for the nurses, because

that is where greatest public interest and pressure lies;

(iii) We must remove the implication, which appears both

in the reference to those responsible for the direct treatment
of patients, and in the last sentence, that the doctors “and
dentists will eventually get more than 4%.

/ The DHSS




The DHSS are not anxious to convert the cost of the
increase in the cash limit into percentage pay increases,
because that would be seen as an interference with the nego-
tiations which the NHS management will' undertake in the days
following the announcement. I think that is right, although
many commentators will be able to work it out for themselves.
The Prime Minister should be aware that the offer to the nurses
will be made next Tuesday, which is fortunate since however
badly it goes down (and DHSS do not expect a major outcry) it
will be overshadowed by the publicity surrounding the budget.

John Vereker

9 March 1982




DEPARTMENT OF HEALTH AND SOCIAL SECURITY
ALEXANDER FLEMING HOUSE
ELEPHANT AND CASTLE LONDON SE1 6BY

TELEPHONE 01-407 5522 EXT

The Rt Hon Leon Brittan MP }fﬁﬂﬁ‘
Chief Secretary to the Treasury

Treasury Chambers

Great George Street

London SW1 (.e March 1982

NHS PAY
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When I wrote to you on 26 February I said that I would be in touch with you
about the wording of what is to be said publicly on 8 March. I am now in

a position to circulate the terms of the Parliamentary Answer I am proposing
to give on that day.

I am copying this to the Prime Minister, to other members of E(PSP), and to
George Younger, Nicholas Edwards and Sir Robert Armstrong. I should be

grateful for any comments by the weekend.
\\qu‘ Q

NOEMAN FOWLER




Qgestion

To ask the Secretary of State whether it is the intention that
all pay settlements within the NHS this year should be at

T

4 per cent.

ANSWER

The Chancellor of the Exchequer announced in his statement
on public expenditure on 2 December that expenditure
plans for 1982/% included a 4 per cent pay factor for

the public services and allocations to Health Authorities
in Great Britain include 4 per cent for increases in pay
from due settlement dates. The Government recognise

the need for pay settlements to take account of market
factors &s they affect recruitment and the retention of
certain tyﬁes of expensively trained staff in the NHS,

An additional £8% million will, therefore, be made
available over and above the 4 per cent pay factor for
some specific priority groups within the NHS responsible
for the direct treatment of patients. This money will be
available to increase the pay factor for nurses and
midwives aud for the professions supp;ementary to medicine,
to introduce a new contract fbr ambulancemen and an

emergency duty agreement for hospital pharmacists. Two

thirds of the additional money will be provided from the

contingency reserve and the remaining third will be found
by Health Authorities. The pay ot doctors and dentists
will be the subject of appropriate consideration in the
light of the Report of the Doctors and Dentists Review Body

later in the year.

SECRET
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WHITEHALL LONDON SWIA 2ER
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QP?T}ﬁlOG?ImﬁlL;:
» The Rt Hon Nicholas Edwar‘ds MP From The Sacretary of State for Wales

A‘_:\"“ March 1982

S

Your letter of 16 February to Leon Brittan invited my agreement to
the arrangements for financing settlements for certain NHS staff
groups . —_—

I note that it is proposed that the cash limit for the NHS (GB) should
be increased by £67 million and that health authorities be asked to find
savings of £34 million. I understand that the total cost of the
package has been calculated on the basis of the number of staff
expected to be in post in Great Britain on 30 September 1982. My own
feeling is that the actual distribution between the three countries
should, as far as possible, be done on the basis of their share of the
total pay bill, since this will most closely reflect the actual cost of
the proposed increases. I suggest that officials should discuss this
urgently.

e = A
Whatever may be finally agreed I confirm that I am prepared to ask
health authorities in Wales to find savings to cover one-third of the
additional cost. In saying this, I am only too aware that our health
authorities will find it extremely difficult to achieve savings of=tlie
magnitude we will be proposing without some reduction in services. If
past experience is any indication, short-term savings would be i
achieved through the suspension of recruitment (mainly nurses, since
they are the largest group) and possibly closures of wards or other
facilities. We can expect nurses, and their representatives in the
Whitley Council, to oppose strenuously any suggestion that their higher
pay increase should be paid for in part by a reduction of services or a
slow-down in growth.

Leon Brittan, in his letter to you of 23 February, raises two further
matters. The first, concerning the family practitioner services,
proposes that we might want to look for additional savings from the FPS
if the FPS got more than expected. The difficulties of doing this in

/a demand-led
The Rt Hon Norman Fowler MP
Secretary of State for Social Services
Department of Health & Social Security
Alexander Fleming House
Elephant & Castle
LONDON




a demand-led service are too well-known to require elaboration here
but I would be prepared for my officials to participate in any
examination of how savings might be achieved if we are faced with that

eventuality.

The second point raises the question of how we proceed if the NHS
settles for more than Ministers had allowed for. Leon Brittan proposes
that if settlements prove to be greater than anticipated then the
savings required from the NHS would be correspondingly greater. I can
see that it would be possible to go down this road if settlements were
only marginally in excess of the amount allowed for. But I cannot
gloss over the difficulties facing the NHS in Wales because of the need
to secure the initial savings and if settlements, for whatever reason,
cost a good deal more than had been expected then the harsh realities
of the situation might mean that we simply could not find the necessary
further savings without an unacceptable reduction in the level of
services. I think it points to the importance of our standing fast
against any suggestion that settlements should be at higher levels

than those now proposed.

I have copied this to the Prime Minister, Geoffrey Howe, Leon Brittan
and George Younger.
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You should know that, following decisions taken at the
Prime Minister's meeting yesterday, Mr. Fowler will be making
an announcement by arranged PQ on 8 March about increased cash
limits for the NHS to accommodate increases in pay for certain
NHS groups« Ministers have decided that on top of the 4% provided
the nurses, midwives and PSMs would get 2.4%, and the ambulancemen
“and hospital pharmacists would get 1%. The announcement will be
in terms of the increased pay bill, but may make it clear what
the pay assumptions are, and it will probably be clear that the
other NHS groups are being held to 4%

The official committee on pay this morning instructed the
DHSS representative to ensure that the text of this announcement
was circulated for comment to the Prime Minister and other
departments concerned - which is practically everybody with a
public service pay group. We must expect a difficult time.
On the one hand NUPE will be jumping up and down about being
held to 4%, and no doubt threatening industrial action, and the
nurses will probably complain that 6.4% is nothing like enough;
on the other hand the teachers and the civil servants are not
going to take kindly to an increase in the cash limit for other
white collar groups when their cash 1limit is being held. The
increased NHS cash limit will be met as to two thirds from the
contingency reserve, and as to one third by savings in the health
service.

Mr. Scholar and Mr. Pattison may wish to note the importance
of getting this announcement right. When the draft comes in, we
will need to look particularly carefully, not only at the details
of the substance, but also at the extent to which the justification
can be made consistent with what the Government has being saying
to the civil servants. Otherwise we shall be unwittingly providing

ammunition for the civil service unions before the arbitrater.

J. M. M. VEREKER

3 March 1982 CECR =
qu WE\L‘ S
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From the Private Secretary 2 March 1982

NHS PAY

The Prime Minister took a short meeting this morning with
your Secretary of State about the issues raised in your Secretary
of State's minute of 24 February about NHS Pay. The Secretary of
State for Employment, the Minister of State, HM Treasury (Mr Hayhoe)
and Mr Robin Ibbs were also present.

The Prime Minister enquired how far your Secretary of State's
proposals about ambulancemen's pay were a concession to the claim
of the ambulancemen to be treated on an equal footing with the fire-
men and police. Your Secretary of State argued that what he was
proposing was no more than a nod in this direction, in so far as it
represented some movement towards a salaried and professional status
for ambulancemen. He judged that it would assist in avoiding indust-
rial action, at an extra cost of £€1.2 million. On NHS ancillary staff,
your Secretary of State said that he believed that to open the negotia-
tion at less than 4% overall would cause an immediate explosion which
would make it more difficult than it would already have been to achieve
in the end a 4% settlement. The Prime Minister enquired whether there
was scope for offering less than 4% to the clerical and secretarial
staff. Your Secretary of State saw difficulty in this course; the
Prime Minister said that she hoped that it was now clearly understood
that there should be no increases in the numbers of staff in these
categories; indeed, that there should be reductions, particularly in
the administrative, clerical and secretarial grades.

After further discussion, the Prime Minister said that it was
agreed that your Secretary of State should proceed as he proposed in
his minute. She recognised that there could be no guarantee that this
approach would avoid industrial action. Your Secretary of State was
asked to consider the scope for reductions for numbers in staff, so
as to contain the growth of the pay bill for the NHS as near as
possible to 4%

I am sending a copy of this letter to John Kerr and Terry Mathews
(HM Treasury), Muir Russell (Scottish Office), John Craig (Welsh Office)
Barnaby Shaw (Department of Employment), Gerry Spence (CPRS) and
David Wright (Cabinet Office).

M. C. SCHOLAR

D.J. Clark, Esq., L%
Department of Health and ngialoSecuﬁitY.

N 3
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PRIME MINISTER

T

NHS Pay

Following the meeting on the lessons of the Civil Service dispute, you have
arranged to have a talk with the Chancellor of the Exchequer, the Secretary
of State for Social Services and the Secretary of State for Employment about

Mr Fowler's minute of 24 February on NHS pay.
\

)

\ e

BACKGROUND

2, You will recall that, when you last discussed NHS pay with the Ministers

mainly concerned on 4 February, there were several points at issue:

a. the need to defer announcing the NHS offer so as to avoid prejudicing

the reception of the Government's offer to the Civil Service;

b, the problem of accommodating a pay offer to the NHS in excess of

4 per cent within the cash limit;

c. the need to get away from a flat rate offer, even for those groups

such as the nurses which were to have more generous treatment;

d. the treatment of NHS groups other than the nurses.
—_—

B The points at a., and b. are no longer in dispute. On a. you have agreed
that the offer to the NHS can be announced on 8 March prior to the meeting of
the Nurses and Midwives Whitley Council the following day. On b, the Treasury
have agreed, and you have approved, that one-third of the cost of the increased
pay awards should be met from savings by the health authorities primarily
through increased efficiency, leaving an excess of £67 million above the

cash limit which would have to be met from the contingency reserve.




MAIN ISSUES

L, The main issues to be resolved are therefore those at points c. and d.

e ———
above, ie whether Mr Fowler has gone far enough in meeting your wish that

we should get away from flat rate offers, and whether, as he proposes, no

NHS group should be offered less than 4 per cent.

Varied offer v, flat rate offer

5e You have already agreed that the nurses, midwives and professions
supplementary to medicine should be offered 6.4 per cent. Within the total
however you have argued that the senior nurses should get less, In his minute
of 24 February Mr Fowler says that he will be urging all chairmen of Whitley
Council management sides, both those which are being held to 4 per cent and
those which are not, to consider using the money at their disposal in a
selective way. He cannot however guarantee what the outcome will be. He
stresses that the structure of a pay offer is a matter for the Whitley Council

management side concerned and that he has no power to direct them,

6. There is indeed, as Mr Fowler says, a real difficulty in the Government's
seeking to determine the detailed structure of the pay offers made to the
various NHS groups. You will however wish to probe carefully whether Mr Fowler
is going as far as he reasonably can in indicating where, in the Government's
view, the extra funds might best be deployed. He says that he will make clear
to the chairmen "what our attitude is", You will wish to ask him what he has

it in mind to say and then to consider whether this goes far enough.

Treatment of groups other than nurses

7P Apart from the issue of varying the offer within groups, there remains
the question of how far offers in excess of 4 per cent should be made to
groups other than the nurses, and whether indeed some groups should receive
less than 4 per cent, Of the one million or so NHS employees, the treatment
of some 600,000 is no longer in dispute, but the offers to be made to the
remaining 400,000 have still to be settled., The position is summarised in

the following table:




Groups for which treatment has been agreed

Nurses and midwives 450,000 approx

"

Professions supplementary
to medicine 25,000

Doctors and dentists 96,000 (awaiting outcome of Doctors and
Dentists Review Body)

Maintenance workers 20,000 (in effect the offer to electricians,
craftsmen etc is determined by national
negotiations for these trades

Groups for which treatment still to be decided

Ambul ancemen 17,000 ==
Hospital pharmacists 3,000 -y
Ancillary workers 211,000
Administrative, clerical

and secretarial 121,000 S5
8. Mr Fowler's proposals for the groups for which treatment has not yet been
finally decided are that the ambulancemen and pharmacists should get 5 per cent and

that all the rest should get 4 per cent., The question is whether this package of

: e ——— s
proposals is consistent with the policy set out in the announcement about public

expenditure cash factors on 15 September 1981: "the pay factor does not imply that

all public service pay increases will or should be %4 per cent. Some may be less,

and some may be more.". In the light of this should the increases in excess of 4

per cent agreed for the nurses etc be balanced by offers of less than 4 per cent

for some other groups? S i B
e,

9. So far as the ambulancemen are concerned Mr Fowler has argued in his minute of

24 February that there is already difficulty because of the generous treatment given

to the police and firemen, that there is a risk of industrial action, and that the
proposed small excess over 4 per cent would bring management advantages in
reducing the need for special payments for out of hours work, There is also a

management argument in respect of the hospital pharmacists where the extra sum

would be used to permit on-call paymets for emergency work. You may feel that,
in respect of both these groups, a respectable case has been made out for the

samll excess over the 4 per cent pay factor.




10, The main difficulty therefore arises over the ancillaries and the

.-
administrative, clerical and secretarial workers who together amount to

nearly a third of all NHS employees. In his minute of 24 February Mr Fowler
discusses only the ancillaries. He explains that there is already a problem
because of the tramun}c with local authority manual workers who have
already received 6.9 per cent. In the case of the administrative, clerical
and secretarial sfg;;:-lo which he does not refer, there has been a
traditional link with the Civil Service. Although this was broken last year,
the argument may be that this group of staff should get 4 per cent, the same

as the overall value of the offer made by the Government to the non-industrial

Civil Service,

11, There would clearly be some presentational advantage to the Government
if the offer to both of these groups was somewhat less than 4 per cent, eg
around 3% per cent like the offer made to the teachers. It is however

unlikely that either group would settle for such a low figure, Mr Fowler may

argue that an initial offer of less than 4 per'ZZZ?'Eﬁﬁia be seen as provocative

and lead to a higher settlement in the end, The decision therefore mainly

turns on a judgement of the way the NHS package as a whole may be viewed publicly
and tactical considerations about the negotiations with the ancillaries and the

administrative, clerical and secretarial staff,

HANDLING

12, You will wish to ask the Secretary of State for Social Services to go

over the points in his minute of 24 February and then to invite the comments of

the Chancellor of the Exchequer and the Secretary of State for Employment on

the issues which remain to be settled.

CONCLUSIONS
13, You will wish to reach conclusions on the following points:

i. how far the Secretary of State for Social Services should go in
giving guidance to the Whitley Council management sides about the structure

d‘
of offers to each group of staff;

4




ii. whether the ambulancemen and pharmacists should get more
L--—_‘_

than 4 per cent;

iii, whether the initial offers to the ancillary staff and to the
ambulancemen, clerical and secretarial staff should be 4 per cent,

or slightly less than 4 per cent.

7

‘ -|__ |\'
P L GREGSON

1 March 1982
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PRIME MINISTER

NHS PAY

We have arranged that the Ministers concerned will stay
behind after your meeting tomorrow morning on the Civil Service

dispute to discuss Mr. Fowler's latest note to you about NHS pay.

Mr. Fowler's original proposal to the Ministerial Committee
on Pay covered five groups: Nurses and Midwives, Professions
Supplementary to Medicine (PSMs), Ambulancemen, Doctors and
Dentists, and Hospital Pharmacists. I attach a copy of his
original proposal, showing the percentage increases, numbers and

costs.

After all this had been referred to you, Mr. Fowler was told
that he could have 6.4% for the nurses, midwives and PSMs, apart
from those in the most senior grades; but that the other NHS
groups should be held to 4%; and that Mr. Fowler ought to consider

offering some of the ancillary workers less than 4%. Mr. Fowler

has accepted your ruling on the doctors and dentists (at least

for the moment) and on structuring the offer to the nurses. But
he has not accepted your ruling on the ambulancemen, hospital
pharmacists and ancillary workers. I offer the following comments

on these groups:

(i) The Ambulancemen

I see no reason why the extra 1% proposed will make
the negotiations with the ambulancemen any less
difficult than they always are, given their
aspirations to be treated like policemen. The
proposed new type of contract ought not to be bought

from them in this way.

Hospital Pharmacists

The amount involved is trivial - £300,000 - but
might make it a little harder to hold the other

groups to 4%.

4 (1i1)
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The Ancillary Workers

NUPE are already making threatening noises, and

the ancillary workers are a potentially difficult
group. If Mr. Fowler's judgement is that there

is a chance of settling at 4%, and that opening the
bidding at less than 4% would make that chance
smaller, then I think we ought to let Mr. Fowler

have his way.

1 March 1982

SECRET
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Ammex

§ [ The table below sets out my proposals for the NHS staff groups which

should receive pay increases in excess of four per cent,

Estimated Number of Possible Addition
Paybill at Staff to Pay Factor of
30.9.1982(GB) WTEs Group Paybill
£€m 30.9.82(GB)

Staff Group

£n(GB) % increase

Nurses and Midwives 2609 466,000 63.6 2.4

Professions Supplementary
to Medicine 200 30,250

Ambulancemen 17,000

Doctors and Dentists
 Hospital and CHS 776 51,000
/(¢ ) Independent Contractors 664 45,000

Hospital Pharmacists 30 3,500

Sub-total

Employers Superannuation
and NIC 16.9

£117.6

2. The basis of my proposals.for the inclusion.of .staff .groups other than..
nurses and midwives is as follows:

a. Doctors and Dentists: The Doctors and Dentists Review Body last
year recommended a nine per cent increase, which we cut back to

six per cent, The best hope of maintaining satisfactory relations with
the professions and, as I believe to be desirable, of securing the
continuance of the review body system, lies in having available some money
in excess of the four per cent pay factor. A confrontation with the
doctors and dentists would otherwise be in prospect.

CONFIDENTIAL




Mr ., Hoskyns

W,

I understand that the Chancellor has decided against circulating

PRIME MINISTER

The Pay Scene

his colleagues with another assessment of the pay scene, but it may

be useful if I set out the way in which events seem to be moving

at the moment.
——————
In a note earlier this week I said that there was no firm
evidence for the start of an upward trend in pay settlements in
the economy generally. Since then three new pieces of evidence

. Y 2 e e iy, "
have all combined to give a picture of some slight upward movement,

perhaps of a percentage point or so. The latest Incomes Data Report
reports a slighgz;-zghard drift between November and January, largely
because the settlements early in the round were in the automobile
and engineering industries where profitability is low; the latest
Gallup Political Index notes that wage expectations over the next

12 months have increased just over 1% since November; and the
Department of Employment's pay brigg-;gr Ministers, due for issue in
a fortnight's time, reaches a similar conclusion on the basis of
their own monitoring. There is nothing to be alarmed about here,
particularly as low settlements in the public services over the

next couple of months might bring the average down a bit; but I

am afraid it does tend to show that the upward pressure of wage
demands is always present in the economy, and will very quickly

manifest itself if circumstances permit.

In the public sector, we are at present enjoying a brief hiatus
between the negotiations with the Civil Servants, now in abeyance
until the arbitration award, and the opening of serious negotiations
with the Health Service. Next week further offers will be made in
the gas and electricity industries, which everyone still expects to
settle at about the level of the miners, and the NHS groups will be
actively negotiating later in March. Towards the end of March,
after the tribunal decision around 19 March, we shall have to face
up to the ASLEF flexible rostering dispute again. There will be

/ another




another difficult period in mid April: the Civil Service Arbitrator
has said he will be available to hear the parties to the dispute on

19 April, and the results should be known at the end of that week.

At the same time the Governmment will have received the Report from
the three Review Bodies, and by then the teachers may also have
reached arbitration. There will be a series of inter-related

decisions for Ministers.

J M M Vereker
26 February 1982
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NHS PAY

Your letter of 16 February to Lecn Brittan, which you copied to me,
invited my agreament to arrangements Ior financing the cost of pay
settlements for selected groups of NHS staff, on the understanding
that these mzy be conclided at the levels set out in the Amnex to

E (PSP) (82)2.

I wnderstand that the Scottish camponent of the additional cost of
settlorns:ﬁtr: at these levels is £13.5m. I confirm that I am prepared
to ask health authorities in Scotland to find savings of £4.5m pro-
vided the cash limit for my Health programme is correspondingly
increased towards that figure by £9m to cover two—-thirds of the
additional cost of the proposed settlements. This would be on the
understanding set out in the Chief Secretary's letter of 23 February
that the total claim on the Reserve from NHS pay settlement (including
family practiticner services) would not be allowed to exceed E83m
and that, once settled by Ministers, that figure would not be affect
by the outcame of negotiations.

I believe health authorities should be able to find the sum of £4.5m
without serious cuts in services to patients, but I am not at all con-
fident that they will accept a new camritment of this size without
sane degree cf protest. ‘here are already other pressures on the new
money which we have made available to Boards for next year, notably
an averago ;‘T}CTC.loe in local authority rates of over 20%, and I think
it likely therefore that we shall be told publicly that the provision
made for glu.;dl in hospital services to give effect tc our Manifesto
undertaking has been substantially eroded. I wonder if it will not
merely exacerbate the situation to say, as you propose, that the
necessary savings will come mainly from increased efficiency: it might
ba betier sim wly to .’-....":1 1giee the nead o ‘F"(‘-.':‘rj-’\ arme desirahle r;:'r"m'..r}-h
in order to do justice to nurses.
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In the light of the letter your Private Secretary sent to mine

on 18 February, it may be convenient if I let you know how matters
currently stand.

S The Nurses and Midwives Whitley Council had a satisfactory
meeting yesterday. The Management Side succeeded, without
attracting serious criticism from the Staff Side, in refraining

from making an offer. An offer on the basis approved in your

Private Secretary's letter is likely to be made on 9 March, and
there are indications that, although it is unlikely to be accepted
immediately, there may not be undue delay. The meeting this week
was in part devoted to discussion of how‘any offer might be
structured, and I am hopeful that it may be possible to secure
agreement to variable pay increases on the kind of lines we
favour.

Se I shall be urging all Chairmen of Whitley Council Management
Sides, both those which are being held to 4 per cent and those

whi¢h are not, to consider using the money at their disposal in

a selective way. I would expect many of them to be receptive to
this approach, since it would merely be an extensiogfz?_the practice
which has been widely adopted in recent years of keeping back a
limited amount of the available money for selective distribution.

I cannot, however, guarantee what the outcome will be. NHS staff
are';Eployed by health autorities, not by the Government. Pay
negotiations (including the structure of pay offers) are a matter

for the Whitley Council Management Sides, and I have no power to

direct them. There is of course also the question of what proves
to be negotiable with the Staff Sides. But I shall certainly
make clear to the Chairmen what our attitude is.




4. Against this background, perhaps I could comment on the
specific points referred to in your Private Secretary's letter.
First, ambulancemen. 7You will recall that last year's
negotiagions were difficult, and that there was some industrial

action. Part of the problem was, and still is, that the

ambulancemen see themselves as an integral part of the 999

services, along with the police and firemen; and the pay of
the latter two groups, being indexed in various ways, has gone
considerably ahead of theirs. Agreement was in the end reached
on the basis of a 15-month settlement, involving moving the
settlement date to 1 April, which allowed a pay increase in
excess of the 6 per cent pay factor; and the Management Side
also agreed, with the support of DHSS Ministers, to a Jjoint
examination of the scope for a new type of contract for
ambulancemen. This was intended in effect to give them
"professional" status, on the basis of an annual salary. It
was made clear @t the time that there could be no guarantee

of extra money being available, should any be required.

5. The new type of contract would be of long-term advantage to
the NHS, because it would reduce or even remove the need for the

—EE

present system of special payments for out-of-hours work. Small

extra costs would however be involved in introducing it. My
proposals as agreed in principle last month by E(PSP) envisaged
the provision of an extra £1.2 million in order to make possible
the introduction of the new type of contract. I believe that this
would both be desirable in itself and also increase the prospects
of avoiding industrial action by a group of staff with whom pay
negotiations are otherwise likely to be even more difficult this
year than they were last. This is because last year's 15-month
settlement cannot be repeated, while the ambulancemen wilrl
continue to look to the police and firemen (and, apart from that,
will not forget that local government manual staff have secured

a 7 per cent increase). Inability to introduce the new contract
would be an additional adverse factor.

2
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6. Second, hospital pharmacists. The proposal considered and
agreed by E(PSP) was to provide £300,000 for financing the
introduction of on-call payments for emergency work out of

hours. There is no provision for such payments in the present
agreement, and the pharmacists' organisation is at present
advising its members not to undertake such work until payments
are introduced.

e Against this background, and bearing in mind the relatively
small cost, I would like to suggest that there would be advantage
in adhering to the original proposals for ambulancemen and

hospital pharmacistss

e = T

8. Finally, the ancillary staff. Clearly our primary objective
is to hold them to 4 per cent overall; and within that, I would
hope that the Management Side would seize any opportunity which
presented itself of securing a differential settlement. T
believe however that it would be unwise to aim at a settlement
costing less than 4 per cent of the pay bill for the group as a
whole. This is purely a practical matter. The negotiations with
the ancillaries will on this occasion be particularly difficult.

Last year, by means of a 153-month settlement, it was possible
to maintain their long-standing link with local government
manual workers. There is no scope for that on this occasion,
and the ancillary staff will have to accept the brealking of the
link and an increase of 4 per cent as against the 7 per cent

————— o M . X
secured in local government. This by itself would have made for

a” very difficult negd%iation. Our proposals for the nurses will,
unavoidably, tend to add to the problems: partly because some
ancillaries work closely with some nurses in hospital wards and
therefore will draw comparisons, and partly because the
ancillaries will see part of the cost of the improved offer to
nurses as likely to be met at the expense of their jobs. Against
this background, my assessment is that a settlement at less than
4 per cent overall is not obtainable, and that to broach it with
the Staff Side would cause an immediate explosion which would
make it much more difficult than it would already have been even
to achieve 4 per cent.




9. I am sending copies of this minute to the Chancellor of

the Exchequer, the Chief Secretary, the Secretary of State
for Scotland and the Secretary of State for Wales.

24 February 1982

8
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10 DOWNING STREET

From the Private Secretary 3 18 February 1982

NHS Pag

The Prime Minister has seen copies of your letters of
16 February to the Chancellor of the Exchequer and the Chief
Secretary about National Health Service pay.

The Prime Minister agrees to an announcement on 8 March by
your Secretary of State. She believes that this will be a
sufficient delay after the Government's offer for the Civil
Service so as not to affect the pay climate adversely. She also
agrees that Nurses, Midwives and Professions Supplementary to
Medicine - apart from those in the most senior grades - may
be offered 6.4%. She considers, however, that the other NHS
groups should be held to 4% of the pay bill as is the Civil
Service; and that your Secretary of State ought to consider
offering the NHS ancillary workers - or some of them - less
than 4% (this would not bé out of liné with recent offers to
the teachers - 3.4%, and to a substantial proportion of the Civil
Service).

The Prime Minister is content with the agreement between
your Secretary of State and Treasury Ministers on the financing
of any increases over 4%.

I am sending copies of this letter to John Kerr (H.M. Treasury),
Terry Mathews (Chief Secretary's Office), Muir Russell (Scottish
Office) and John Craig (Welsh Office).

&3 S Ay

David Clark, Esq.,
Department of Health and Social Security.
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I think the Prime Minister should see Mr. Fowler's two letters
h———.—.—_q

of 16 February, to the Chancellor and to the Chief Secretary.

—
.

The Prime Minister will recall that at her meeting on 4 February
it was agreed that the structure, presentation and timing of the
—— —

pay offer to the NHS would need to come back to her after

Mr. Fowler's discussions with Treasury Ministers; and she made

it clear at that meeting that she was not convinced of the case
for pay offers in excess of 4% for NHS-E?bups other than nurses,
midwives and professions supplementary to medic;;%; and that even
within those groups, the most senior grades probably did not merit
special treatment. The Prime Minister also suggested that there

might be a case for less than 4% for the Health Service ancillaries.

Although Mr. Fowler appears to have reached agreement with
the Chief Secretary about the financing of the extra amounts, he
makes it clear in his letter to the Chancellor that he is still

pursuing the pay awards proposed in his paper for the Ministerial

Group. For the Prime Minister's convenience I attach a copy
of thcse proposals. The Prime Minister will see that, as well

as the extra 2.4% for the nurses, midwives and PSMs, those

proposals include 1% extra for ambu%ggcemen and hospital pharmacists,
———— e Lo— M
and 2.1% extra for doctors and dentists.

—
e

Mr. Fowler proposes to announce this complete package, other than
the extra amount for doctors and dentists, on 8 March. I suggest
P e a
that, if the Prime Minister agrees, you could write to his Private

Secretary along the following lines:-

SECRET o o )
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The Prime Minister agrees with an announcement on
8 March_fhat is sufficiently deiﬁyed after the

Government's offer to the c¢ivil servants not to

affect the climate more than it has to anyway.

The Prime Minister agrees that nurses, midwives and
PSMs other than those in the most senior grades

TAReS—
mey be offered 6.4%.

But the other NHS groups chould be held to 4% of the

pay bill, as is the civil service, and

Mr. Fowler ought to consider offering the NHS ancillary
workers less than 4%, or at least some of them: he will have
noticed, for instance, that the teachers were offered

only 3.4% yesterday.
The Prime Minister is content to endorse whatever

arrangements Mr. Fowler may have reached with Treasury

Ministers on the financing of any increases over 4%.

17 February, 1982,
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1. The table below sets out my proposals for the NHS staff groups which

should receive pay increases in excess of four per cent,

-~

Estimated Number of Possible Addition
Paybill at Staff to Pay Factor of
30.9.1982(GB) WTEs Group Paybill
£m 30.9.82(GB)

Staff Group

£m(GB) % increase

Nurses and Midwives 2609 466,000 63.6 2.4

Professions Supplementary
to Medicine 200 30,250 2.4

Ambulancemen 17,000 1.0

Doctors and Dentists
~ Hospital and CHS 776 51,000
[(¢,)Independent Contractors 664 45,000

Hospital Pharmacists 30 3,500

Sub-total

Employers Superammuation
and NIC 16.9

£117.6

2. The basis of my proposals.for the inclusion.of staff groups other than

nurses and midwives is as follows:

a. Doctors and Dentists: The Doctors and Dentists Review Body last

year recommended a nine per cent increase, which we cut back to

six per cent. The best hope of maintaining satisfactory relations with
the professions and, as I believe to be desirable, of securing the
continuance of the review body system, lies in having available some money
in excess of the four per cent pay factor. A confrontation with the

doctors and dentists would otherwise be in prospect.

CONFIDENTIAL
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The Rt Hon Sir Geoffrey Howe

Chancellor of the Exchequer

Treasury Chambers

Great George Street

LONDON SW1 \k} February 1982
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I have already written to Leon Brittan (copy of my letter enclosed) agreeing
that for the cash limited services one-third of the cost of the pay awards
proposed in E(PSP)(82)2 should in England be financed from savings by health
authorities, leaving £67 million (GB) to be provided from the contingency
reserve. Costs to the non-cash limited services can be considered in the
normal way at the winter supplementary stage. I said I would write to you
separately about how such a package should be presented.

NHS PAY

The first point is that I do not want to say anything about the doctors and
dentists at this stage. The DDRB are working on the basis of a pay factor

of 4 per cent, and the right moment to make our proposals public will be in
response to their report. Meanwhile we will ensure that, as a matter of
prudence, Health Authorities set some money aside to meet a share of the cost
of any award exceeding 4 per cent for hospital doctors and dentists.

For all other staff groups, I think we should announce our decisions as a
complete package. We should explain that we are making specific additional
sums available for selected groups, and why. We should state that two-thirds
of this money is to be met from the contingency fund by an increase to cash
limits, and one-third from savings in health services. It would be for Health
Authorities to say how these savings are to be secured but I would say that I
was satisfied that they would come mainly from increased efficiency. Such an
announcement would have the following advantages:- :

a. There would, I think, be widespread public support for our selective
approach and for asking the NHS to contribute part of the cost.

b. The selected groups would realise they had been treated favourably
as a deliberate act of Government policy, and our announcement would
make it clear that no more Government money could be afforded from the
contingency reserve, This should give us the best chance of getting
settlements without industrial action (but see below).

¢, The health authorities would know before the beginning of the
financial year what extra savings they had to make (apart from something
unspecified for hospital doctors and dentists) and could plan to do so
in the least damaging way possible.




SECRET

The non-selected groups will, of course, be very angry, because they will be
doing less well than others in the NHS and comparable groups in central and
local government and one must expect some turbulence which will in turn be
affected by our actions with regard to the Civil Service. But (a) we shall
have I judge public support and (b) if the nurses settle at 6.4% we shall have
broken the TUC affiliated unions' attempt to achieve concerted action

throughout the NHS.

The key Whitley Council meetings are those with the nurses; the next two are

on 23 February and 9 March., I think there would be some advantage in
announcing our package just before the second meeting, ie on 8 March. I would
propose to do this through a written Parliamentary answer and press release.

I should also inform the Regional Health Authority Chairmen and all the Whitley
Council Management Side Chairmen of our proposals, in confidence, earlier that

day.

I should be glad to know whether these proposals are acceptable to you, and
also to George Younger and Nicholas Edwards to whom I am copying this letter.
I am also sending a copy of this letter to the Prime Minister.

NORMAN FOWLER







C:Qy?)L4f7ﬁ(f
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ALEXANDER FLEMING HOUSE
ELEPHANT AND CASTLE
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TELEPHONE: 01407 5522

The Rt Hon Leon Brittan QC MP

Chief Secretary to the Treasury

Treasury Chambers ¢

Great George Street ¥

London SW1 \, Pebruary 1982

Qs ‘\hhdam\‘

NHS PAY

At our meeting yesterday, you said that you would be prepared to agree that
selected groups of NHS staff should be offered extra money in addition to the
4 per cent pay factor, as set out in the Anmex to E(PSP)(82)2, provided
one-third of the money was found by the NHS,

I have considered this further and, subject to the point I make below, I

think it should be possible for the NHS in England to find its share of the
cost without serious and politically damaging cute in services to patients.
For the cash limited services provided by health authorities, I propose that
the cash limit for the NHS (GB) should be increased by £67 million, and health
authorities asked to find savings of £34 million.

I cannot, however, sensibly ask the health authorities (who provide hospital
and community health services) to make extra savings to finance additional pay
for doctors and dentists in the family practitioner services who are indepen-
dent contractors. The authorities and their staff would be hostile to this,
and I should risk endangering their co-operation in meking savings in their
services in as acceptable a way as possible, particularly through greater
efficiency. I will of course continue to do everything I can to get further
savings in the family practitioner services to offset these and other costs.
No additional provision need be made for the General Medical Service and
General Dental Service at this stage; we can judge what supplementary pro-
vision may be needed this year in the light of this and other factors when

we come to the winter supplementary.

This agreement is of course only in respect of the England share of these
figures, and I am copying this letter to George Younger and Nicholas Edwards
to seek their agreement also to what is proposed.

I am writing separately to Geoffrey Howe with a copy of this letter about how
all this should be presented.




MR. SCHOLAR

cc: Mr. Hoskyns

Mr. Duguid

MONITORING REPORT: PUBLIC TRADING SECTOR

I think there are no points for decision arising from the
latest monitoring report on the public trading sector sent to
the Prime Minister under cover of the Chancellor's note of
15 February. But the Prime Minister may want to note the way
in which negotiations in the gas and electricity supply
industries are moving., We always feared that allowing the NCB

to present their offer to the miners as being over 9 per cent,

when it in fact averaged about 7% per cent, would result in

the other public utilities following the higher figure. That
has already been the case with gas, and electricity supply is
moving in the same direction. It is perhaps a point to note for
the future that whatever we may say to the Nationalised Industry
Chairmen about using the lower figure as a comparator, it is the

higher one which always has the most influence.

J.V.

16 February 1982
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'l‘r(nlsllr\' Chambers, Parliament Street, SWIP 3AG
0O1-233 3000

PRIME MINISTER

MONITORING REPORT : PUBLIC TRADING SECTOR

I attach the latest monitoring report on the public trading

sector.
———
s There are no specific issues to which I need draw attention.

But I would reiterate what I said in my minute of 25 January

about-the importance of the agreed 7 days’ notice of pay offers

e

in the sector. In view of the involvement of the civil service

unions, this would have been particularly useful in the case of
the 6 per cent offer by the British Airports Authority on which

we await an assessment. At the present critical stage in relation
to the main group of public service pay negotiations, I would ask
colleagues to make a special effort to see that the agreed

arrangements for prior consultation are observed.

3 I am sending copies of this minute to the Home Secretary,
the Secretaries of State for the Environment, Industry, Trade,
Transport, Energy and Employment, and to Sir Robert Armstrong
and Mr Ibbs.

(G.H.)
/5 February 1982
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PART 1. CURRENT AND FOKRTHCOMING NEGOTIATICHS
A: 1280/81 PAY ROUND

British Rail: lerical and counciliaticn grades (150,000)

Settlement date: 20 April

Unions: NUR, ASIEF, TSSA

Foliowing a recommendation of the Railway Staff National Tribunal on
16 July 1981 a pay increase of 8% from 20 April 1981 and a further 3ncrease
of 3% from 1 Auvgust 1981 (payable from 4 Janvary 1982) was agreed.

A parallel agreement on productivity provided for negotidtions on a range

- of issues to be completed according to an agreed timetable by the end of 1981.

S atisfactory progress has been made in productivity talks with
TSSA and RUR but not with ASLEF. ASLEF claim that payment of the 3% was not
dependent upon completion of negotiations on the productivity issues. But
BR claim,lén the conﬁrary, that this conditional nature was clearly
understood by both parties and that therefore the union has failed to honour
itiéiggﬁiment. BR have refused to pay the second stage increase
to/ footplate staff. Talks between BR and ASLEF and ACAS failed on 30 December.
ASLEF began an overtime ban on 4 January, a strike every Sunday and 2 day
strikesﬁon selected days each week until the 3% is paid. Meanwhile BR are
to pay the 3% to members of the NUR (including drivers) and TSSA.

Efforts by ACAS to resolve the dispute have been continuing. ACAS have announced
on 2 February

2hat as a way of ending the deadlock between the two sides, they (ACAS) have

appointed a Committee of Inquiry to consider the pay and productivity under-

standings of the 1981 agreement and, taking account of the agreement to introduce

a 39 hour week, to make recommendations o resolve the differences over payment

of the 3% increase and of the productivity understanding on flexible rostering

and related matters.

(CONFIDENTIAL)




'ill not cooperate with the injuiry

In zddition the union disapproves of the me

zxing evidence from BR, KUR and 'I'SSA on 3 ?ebnh-*r,
diately, but reconvened on 9 February notwithsiarding
tion from ASLEF, Against the background of furithere sirike
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2 August agreements were frecsizndi
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necached on productivity. The ASLEF

has been forbidden by his Executive to attend the Inquiry) has provided a number

of documents and is understood to be prepared to answer questions from the
Chairman outside the Inouiry, providing thzt the answers are not communicated

to the other parties. The latter regard this as unsatisfactory. Lord McCarthy is
likely to report early next week but in the light of ASLEF's boycott he may not be

able to produce recommendations,

Some NUR guards in isolated areas have taken unofficial industrical action in the
form of lightning strikes in protest over flexible rostering proposals which
have already been agreed with the NUR executive. Some NUR guards in Southerm
Region have also taken unofficial action in protest at being laid off on Sundays
because of the ASLEF dispute. The Board have reacted firmly by suspending guards
who take part in unofficial action on all days on which ASLEF strikes.

CONFIDENTIAL




1951/82 PAY RCURD

United Kinpdom Atomic Energy Authority: Manuals (4,700)

Settlement date: 1 Octobeér
Unionss: _ AUEW, TGWU, GMWU, EEPIU

The Authorily's opening offer of a 4.5% increase on rates was rejected on

15 September. On 25 novrmber uanagcmcnt made a revised offer of 5% on rates
¥bill) zrd egueed to connide T 2 1 houxr reduction on ?La vorking
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eifect on the pay bill. The unions are to consult their
merbers about the offer without recommendation and will meet with management

2 February.

British Stcel Corporation: All grades (108,600)

Settlement date: 1 January
Unions: ISTC, GMWU, TGWU, NUB, NCCC, MATSA, SIMA

The BSC corporate plan announced in December 1980 involved 20,000 redundancies
by March 1982. The corporation are now reported to require a further 15,000
redundancies by July 1982.

The plan envisaged no national pay award in 1982: any pay increases to be
geared to local productivity deals. In their present situation BSC have alsec
decidéd not to introduce a 3%-hour week from 1 January 1982, as was conditionall
agreed after the Lever Committee of Enquiry ended the 1980 strike. In addition,
without prior union consultation, BSC recently issued nearly 500 redundancy
notiéés to workers at the Zgpt 1@lbot plant.

—

Discussions between ISTC (with some 65,000 members) and BSC on this plan in
November and December failed to produce an accommodation. ISTC were primarily
concerned over the further planned redundancies and also the delay over

the introduction of the 39-hour week and bécause the local productivity
increases were not to be consolidated into basic rates. They subsequently
instructed members to take mno part'in local productivity talks and on

8 January the ISTC executive ordered an overtime ban from 7 February.

CONFIDENTIAL
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A meeting of management and several members of the ISIC on 26 Janvary fail d

to produce any agreecment.

Yollowing further talks with management the ISTC signed an agreercnt with ISC
en. 2 February to pursue,local praoductivily deals for 1982 increases. aid calle
oif’their pruposell overtime Lan 1rom 7 FEOruary. 9 g g
Productivily gains will be achiceved by negotiation on cuts in manning levels.

A poreentage of  ~oductivity payments may be consolidated into basic earnings

'
L2

ever previous six months of the year if the gains are judged to be permanciit,
The craft and service unions (NUB) and the naragcunent association (STHA)
(2ltogether some 48,000) bave agreed for 1982 to negotiate local productivity
deals. JTn return BSC apgreed to consolidate some productivity payments into
basic rates, to improve certain pension conditions from April 1682, and to

introducé a 39-hour week from 1 January 1983.

BSC's Head Office staff increases for 1982 will be based on the average
increase paid from local productivity deals in BSC's main businessesj there

will be no guaranteed minimum payment.

British Airways: (a) All grades (excluding pilots) 50,000
(b) Pilots (3,500)

Settlement dates (a) 1 Januvary (b) 1 April

Unions: TGWU, AUEW, EEPTU, NUSM¥C, ACTSS, APEX, GMWU,
. FTATU, UCATT

On 10 September- British Airways announced a "rescue plan" aimed at stemming

losses of some £100 millions in the current year and £250 milliorns in the

two years period to April 1982. So far as staff and pay are concerned, the

plan involves a reduction of 9,000 jobs by June 1982 by early retirement,
voluntary severance and natural wastage and a pay freeze at least until
September 1982 when the situation will be reviewed.' Other features of the
plan include the renegotiation of many working practices, cuts in‘routes,
closure of some depots and offices and the sale of aircraft and property.

An unexpectedly high response to the severance scheme has been reported.
For the purpose of negotiation on pay and conditions of employment staff are

divided into 11 functional groups called National Sectional Panels on which al

unions are represented. Although the delay of the annual settlement has been

CONFIDENTIAL
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for substantisl increases
generally accepted, 3 panels have submitted claimg/ (Engineering and Maintenance,
Ramp, Ground Service staff). These claims are thought to be aimed at kecping
options open rather than to be a serious attempt to open negotiations in the

immediate future.

The panel covering ramp staff (eg bzggage handlers, cargo handlers and towing

ted to the company's reorgenisation of vosking praciices for
ympeny a2y that this will sz2ble 300 wizTi wi

4
L

cTice scheme wo £D

disruption on 27 January to European flights and zczin on

L s ] PSR R, X d 8. WT Fresefienr
altenpted to implement the new worring

~ Comment: Refusal by the group to implement the revised working arrangements
could jeopardise those agreements already reached with other groups. Management

are taking a firm line. - SR T

British Airports Authority: All grades (7,500)

Settlement date: 1 January
Unions: Staff - IPCS, SCPS, CPSA, CSU
Industrial grades - TGWU, AUEW, GMWU, EEPTU, NUSMWCH, UC

The unions have submitted a claim for an overall increase of 15% on average
earniings slanted toward a larger proportional increase for the lower paid.

The Authority have offered 6% on all elements of basic pay except London
U;;ghting. The average earnings increase has not been cbsted but the effect
on the paybill is thought to be between 5 and 6%. The offer has been rejected

and there will be a full meeting of the Joint National Consultative Committee

on 9 February. '

Comment: Any settlement is usually influenced by that of British Airways.

This-year, however, BA have delayed all settlements until September 1982

(see item 4).

CONFIDENTIAL




Platform and non craft mzintencace staff (15,2ﬂ3)

: 1st Mll pay week in Janusry

WU, GHNT
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sed offer was nz2de on 8 Jerwary worth 6.6% on basic rates
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M uvecage earnings). The offer was referred to 2z
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:nce on 2 February znd was accepted.

Coizaz The settlencnt will ineviisbly influence the negotiations for the

National Bus Company (SD: 1 March see item 7) and the Passenger Transport

Executives (see item 8).

7. Xational Bus Companyv - Platform 2nd non craft maintenance (34,328)

Settlement date: 1 March
Unions: TGWU, NUR, GMWU, AUEW(E), NCOI

The unions have submitted a claim for an 18% increase on rates, 1 week's
extra holiday and progress toward a 35 hour week. The effect of the claim on
average earnings has not been estimated. A management offer of 4.25% on rates

has been rejected, but negotators are due to meet again on 15 February.

8. Passenger Transport Executives - Platform staff

Settlement Dates: various
Unions: TGWU, GMWU

’éhree authorities have reached agreements as follows:

Greater Manchester (SD: 1 November) 7.8%)

West Midlands (SD: 6 November 6.5%) increases on average earnings
Merseyside (SD: 1 January) 7.8%)

Comment: These settlements and that of the municipal undertakings will
influence the remaining PTE's; Tyne and Wear (SD: 1 March), Strathclyde
(SD: 27 April), West Yorkshire (SD:1 May), South Yorkshire (SD: 1 April).
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. Undons:

The unions have submitted a claim to Management covering

(1) An increace in rates to mwaintain the valve of the pay packet -
teking account of both inflation and lasrztion levels

> v . = sals s wa = ) ey - 3 -
A reduciion in working hours ( fiom 382 to 37 hours a week)

Cousolidation into tasic pay of bonus earaings and Neeneral

obligations payment", (the key i

carnings during holidays

(1)

ge
* (5) Improvements in shift and stagger pay

(6) A change in the basis of awarding local holidays
At the meeting on § February BGC while continuing to refuse to consolidate bonus
pay into basic pzy offered further minor restructuring of the package: they increased
their offer on bazsic rztes to between 7.8% to 9.1% (average increase B.5%). A_
further 50p per week was offered on the General Obligation Payment (for flexibl
work procedures). Together with the increase in holiday and "stagger" pay this-
represents an average earnings. increase of about 6.8% during the settlement year
(or 7% if the holiday pay applied throughout the year instead of from 1 June).

The unions still pressed for consolidation of bonus pay, drawing zttention to the °

- water manuals! settlement. They have not rejected the offer but they. are not
commending it to their membership who are now being consulted. When this consultati
is complete a further meeting with BGC will be arranged. ' :

Comment: The Gas, Water and Electricity industries closely watch each other's
negotiations and are jnfluenced by the miner's settlement. An agreement reached in

the Gas industry will have repercussions for-the Electricity supply manuals (SD: March

10. Electricity Supply: Manuals (94 ,000)

Settlement date: 17 March
Unions EETPU, GMWU, AUEW, TGWU

The unions made the following 5 point claim at the NJIC meeting on 7 Jaﬁuary:-
(1) A substantial increase on basic rates
(2) An additional increase on each pay band of the scale
(3) Increased holidays
(4) A shift and staggered hours pay increase (in line with the
" increase in basic)

(5) A reduction in working hours . y
Comment: These settlements.and that of the municipal undertakings will

influence the remaining PTE's; Tyne and Wear (SD: 1 March), Strathclyde
(SD: 27 April), West Yorkshjre (SD: 1 May), South Yorkshire (SD: 1 April).

T




cstl

Pebruar

sl LR

A willinimess to vgree to «
vo offer wes mzde on the clzim fo

panual, clerical and junior engincori

alta cos

r

o
o
i TR

LNCrEease TN aVeErzZe call loh

ray &ewd 5-6% on the salaxry bill.

-

ot .
0.1% end any settlement in

ne ras
LIz p 25 1.2

he monusli's settlement will influence

1 February see dtem 11).

S Power Engincers (29,300)

Ylectricity Sunpiy:
Settlement date: 1 February

CUnions EPEA/EMA

At a National Joint Board meeting on 19 January, the EPEA submitted a 5 point claim

as Tollows:

(1) Preservation of links with NJIC scale
(2) Even progression through NJB scales
(3) Restoration of 1975 differentials at maxima of scales

(4) Improvement in out-of-hours payments

(5) 35 hour week as a long term objective

The total paybill increase of the claim has not been estimated.

The next NJB meetirgis 16 February and the Electricity Council have said that they
are unlikely to be able to make an offer at that time.

Comment: The power engineers settlement will be influenced by the outcome of the

manual's claim (see item 10)..

12, British Shipbuilders: Staff and manuals (67,900)
Settlement date: d April
Unions CSEU, SAIMA

Management have received an uncosted claim from the CSEU which comprises:

(1) A substantial increase in basic rates not less than the rate of

inflation

(2) Consolidation of certain items from the previous pay agreeﬁent

CONFIDENTIAL
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1 Coalmining: Manuals (198,000)
Sctilerent date: 1 November

Unien NUM

FYollowing a pithead ballot, the LUl met the KEB on 26 Januzry snd accepicd

(&) a

the offer of 8.57% on basic rates (£93.86 million on the paybill) and the

introduction of a Service Bonus Echeme to be paid as a lump sum on the last

mr Pl e ienn e Aol e et o B o T T ; Yy
=Y Cay priox to Chrisimas each yoz wther £8.29 willion on the puybill).

The settlement has been presented as 9.%% but the average earnings increase will

be 7.4L%.

2 Vater Services: Manuals (30,000)
Settlement date: 7 December
Unions GMWU, TGWU, NUPE, NUAWW

The unions have accepted the offer of 9.1% increase on basic rates, worth 8.8%
on average earnings and 1 additional day's holiday from April 1982 (the effect
of this addi@ional holiday on average earnings is minimal). There is a
forward commitment for both sides to consider the position of the group in

relation to the earnings of manual workers in the economy generally.

3 Water Services: Craftsmen (5,700)
Settlement date: 7 December
Unions CSED

Following acceptance by water service manuals, the CSEU has accepted an
identical offer of 9.1% on basic rates worth 8.8% on average earnings and one

extra day's holiday for those not already on maximum holiday entitlement from

1 April 1982, (the effect of the additional holiday on average earnings is

minimal).

CONFIDERTIAL
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01 211 6402

The Rt Hon Sir Geoffrey Howe QC MP

Chancellor of the Exchequer

H M Treasury

Parliament Street

London

SW1P 3HE 17 February 1982
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The British Gas Corporation had a further meeting with the trade union side
on 9 February in the negotiations on the gas manuals' pay claim.

The unions had previously rejected an offer comprising an increase in basic
rates ranging from 6.8% to 8.1%; increases in holiday pay (from 1 June) and
"staggered working" pay; an increase in "local holiday' entitlement; and
proposals for the restructuring of bonus and other payments.

BGC increased the offer on basic rates to between 7.8% and 9.1% (not flowing
through to bonus) and offered a maximum increase of 50 pence per week on the
General Obligations Payment (a payment in respect of flexible working procedures).
Together with the rest of the package this would increase average earnings by
about 6.8% in the settlement year from 17 January (equating to 7% in a full year).

However, the unions emphasised again that they regard the request for consolidation
of bonus earnings into basic pay as the most important element in their claim.

BGC offered some minor modifications in the restructuring proposals tabled at the
meeting on 28 January which BGC say would add nothing to the overall increase.

The unions expressed disappointment with this offer and quoted concessions on

bonus payments recently made to the water manuals and miners. They said they

were looking for an offer which was more in line with '"the miners' 9.3%" and the
water manuals.

The negotiators are now consulting their membership on the latest offer. They are
not specifically recommending rejection but the trade union side's feeling is that
their members are unlikely to accept it. A further meeting will be arranged
following this consultation process.

These developments clearly show the link with the miners' settlement about which
you wrote to me on 3rd February. Both the gas and electricity employers kept in
touch with the NCB during the miners' negotiations and they are fully aware of
the figures behind the miners' settlement. They are, of course, very conscious
of the need to keep their own settlements as low as possible.




You also mentioned the inter-action between the manuals' and white collar

workers' settlements in the respective industries. So far as BGC are concerned,
they have assured officials here that although they would take account of the
manuals' settlement in considering differentials they would deal with the staffs'
claim quite separately and would certainly not commit themselves as to matching
the two settlements.. Nevertheless it is undoubtedly the case that the staff will
have the manuals' settlement very much in mind.

I do however find it difficult to share your optimism that BGC will be able to
achieve a significantly lower settlement with their staff. The staff grades
account for over 60% of BGC's manpower; they have recently shown TEEEE%I?ES to be,
if anything, more militant than the manuels and they have the whole national

gas transmission system at their mercy should they choose to strike. On the
other hand, BGC did pot give in to the non-industrial shift workers when they
staged a series of selected strikes last Autumn over shift pay and they are not
in any doubt about the need to settle as low as possible.

The Electricity Council is equally aware of the desirability of keeping non-
industrial pay settlements as low as possible. Nevertheless the power engineers
have already lodged an unguantified claim which seeks preservation of the existing
link with industrial scales, and indeed, by shifting the link point, seeks to
achieve a higher percentage increase. The Council intend to resist the proposed
change in the link point. Generally, they believe that the negotiations with

the power engineers, who have the ability to shut down every power station in the
land, are likely to be difficult this year, and I cannot at this stage give any
assurance that their settlement will be lower than that for the industrial staff.

I am copying this to the Prime Minister and to Willie Whitelaw, Michael Heseltine,
Patrick Jenkin, John Biffen, David Howell and Norman Tebbitt as well as to Sir
Robert Armstrong and Robin Ibbs.

NIGEL LAWSON
(approved by the Secretary of State
and signed in his absence)







bce: Mr. Vereker

10 DOWNING STREET

From the Private Secretary . 12 February, 1982

Public Service Pay

The Prime Minister read with interest the Chancellor's
minute of 3 February, following up a number of points raised
at her meeting of 7 January.

The Prime Minister would be grateful if officials were
to set in hand, as proposed in paragraph 14 of the Chancellor's
minute, the preparation of:

i) a list - which might consist of no more
than a few cases - where the approach
considered in paragraphs 4-14 of the
Chancellor's minute might be relevant;

an analysis of now this approach might
work in the particular cases listed.

John Kerr, Esq.,
H.M. Treasury
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From the Private Secretary 11 February 1982

Dewn lrwo'jw.

The Prime Minister has seen a copy of
your Secretary of State's letter of 10 February
to the Chancellor of the Exchequer about teachers'
pay.

The Prime Minister hopes that officials
will stick to 4% and aim to settle at it: and
that they should move to 5% only if they have
to and if they are absolutely sure that to do
so will achieve a settlement. She suggests,
too, that they should air the possibility of a
disaggregated offer, in which groups of teachers
in shorter supply than other groups are offered
somewhat more.

I am sending copies of this letter to the
Private Secretaries to Members of E(PSP) and
the Secretaries of State for Scotland and Wales.

Yows HMLNH,

MA'chatl Scho law
e W

Mrs. Imogen Wilde,
Department of Education and Science.
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MR. SCHOLAR c. Mr. Walters
Mr. Hoskyns

Public Service Pay: Earmarking part of the Contingency Reserve

We share the Chancellor's doubts whether the proposal outlined

in his note of 3 February is likely to prove fruitful,

We think a clear distinction should be drawn between projects
whose financing is naturally affected by pay settlements - such as
electrification and Belvoir, where investment is justified only if
certain productivity criteria are met - and projects where the pay
settlement is totally unrelated (such as school books). In the
latter case, the project ought to be decided on its own merits;

and it would not be easy to establish a negotiating link any way.

So the most fruitful area for a pay/investment negotiating link
is likely to be in the nationalised industries, where we would
certainly welcome any new factor which shifts the bargaining balance
our way. As the Chancellor says, the scope for action within a
single year is limited, because investment is likely to go well
beyond the current year's contingency reserve. And the trouble with
linking it to longer term investments is that the whole mechanism
will be tending towards greater expenditure - when the pay settlement
is under the cash limit, investment is increased to compensate;
when it is over the cash limit, there is presumably no compensating
adjustment.

We conclude that we should continue to keep our eyes open for

obvious negotiating links, such as BR electrification; but that

no general scheme, whether using the contingency reserve or not, is
worth pursuing. The Prime Minister may feel that it would be helpful
to ask the Treasury to examine whether there are other promising-

looking links which we here have not so far identified.

J.M.M. VEREKER
10 February 1982
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PUBLIC SERVICE PAY: EARMARKING PART OF THE CONTINGENCY RESERVE

I am not at all convinced that we can get any mileage out of the
association of investment with pay settlements. In fact I think
it may well be used to our disadvantage.

The point is that with new investment the commitment is made
virtually in year one for many, many years ahead. The deal with the
unions, however, is only done for one year. And in any case the
agreement is not enforceable. Once the investment is in place, how-
ever, the unions know that there is a higher demand for labour and
so they can collect their pound of flesh. Unless we can bind the
unions to an agreement over many, many years, it seems not worth a

candle.

I saw an example of this in Brazil where a new urban railway line, I
think in Salvador, was sanctioned on the basis that unions would cut
their manning levels by more than 50%. As soon as the railways were
built, the manning levels returned to the normal levels.

We really haven't had much luck with British Railway electrification.
In order to satisfy Peter Parker and give him an additional bargain-
ing counter, we allowed the Norwich electrification to go ahead. And
of course it got us nowhere with ASLEF except that we are committed
now to Norwich electrification. We lost our counter and gained
nothing. The unions on the other hand gained a sure-fire guarantee
that the Norwich line is hardly likely to close. They are set up

for life.

The Prime Minister's view was that we should not sanction the
Norwich electrification. I on the other hand thought it was worth

giving Parker his bargaining counter. I am quite sure now the

Prime Minister was right and I was wrong.

10 February 1982 ALAN WALTERS




DEPARTMENT OF EDUCATION AND SCIENCE
ELIZABETH HOUSE, YORK ROAD, LONDON SE1 7PH

TELEPHONE 01-928 9222

FROM THE SECRETARY OF STATE

|O February 1982

The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer

HM Treasury

Parliament Street

London SW1P 3HE

It was agreed in E(P on 27 January that I should report to colleagues on

the outcome of my discussion with leaders of the Burnham Management Panels,

and the line my officials will take within the Management Panels, before the
first main Burnham negotiating meetings of this pay round take place.
Colleagues will recall that the teachers' unions are claiming pay rises
broadly in line with increases in the cost of living. The Management Panels
will be responding, and making initial offers, on 16 February (school teachers)
and 22 February (further education teachers). The Management Panels are
meeting separately on 12 February to consider what their line should be.

I discussed the position this morning with the leaders of the two panels -
both from the Association of County Councils. They believe, and I agree with
their judgement, that an acceptable settlement (ie below or very close to

4%) is unlikely to be reached on either 16 or 22 February, if only because at
that stage the teachers will have the local authority manuals 6.9% settlement
in mind, and be unwilling to settle for much less at least before they see
what the Civil Service and the nurses get. They are likely at some stage
during the 16 or 22 February meetings to want to make an offer worth 4%
(possibly as a combination of an across-the-board sum and a percentage
increase), because they believe public opinion would favour the teachers if
they do not. But I judge that the Association of County Councils will not at
this stage suggest, or agree to, any offer being made above 4% unless they
are confident that an offer slightly above this level would be accepted, and
that even then they would not agree to an offer more than 5%. Equally they
will not accept any requests from the teachers to go to arbitration at this
stage. Their firm view is that they do not have the money. The position of
the Association of Metropolitan Authorities is less clear, although the
indications are that they would not wish, at least at this stage, to go much
further, In later stages, much may depend on progress with the Civil Service
negotiations.

CONFIDENTIAL
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My aim is to obtain the lowest possible settlement. This aim must take
precedence over questions of how details of a settlement may affect the pay
of different groups of teachers, While I hope for a settlement costing no
more than 4%, I nevertheless believe that if a settlement of 5% could be
achieved on either 16 or 22 February we should agree to it. Not to do so might
cost us more in the end, My officisls will therefore argue and vote on

12 February against =ny offer being made on either 16 or 22 February above

4% unless the Management Panel has good reason to suppose that an offer
slightly above 4% would be accepted - though I think this is a very unlikely
eventuality. Even in this case they will not agree to an offer above 5%.

On this basis the question of using "the veto" will not arise, because there
will be no disposition among the representatives of the Association of County
Councils to make an offer we could not accept. Similarly my officials will
oppose any reference to arbitration at this stage.

The prospects are therefore that no settlement will be reached at these
February meetings, and that further meetings will be necessary in due course,
possibly after offers have been made to the Civil Servants and the nurses
whether or not they have been accepted.

Copies of this letter go to the Prime Minister, members of E(PSP), the Secretary
of State for Scotland and the Secretary of State for Wales.

4
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TEACHERS' PAY \{M ,‘,r

The Prime Minister ought to see Sir Keith Joseph's letter of

MR S LAR

cc:— Mr Hoskyns

today's date to the Chancellor about the handling of the forthcoming

——

teachers' pay negotiations. It raises the difficult question of what

authority should be given to the DES officials who sit on the Burnham

Management Panels.

The Prime Minister will recall that, at her meeting of Ministers
on 7 January, there was some confusion about the extent to which the
Government is able to control the offer made by local authority
employers. The position is that the Government has, by informal

agreement with the employers, a veto over the total cost of any offer;

and it may, if both Houses of Parliament resolve that national economic
circumstances so require, override an arbitration award. Mr Carlisle
did, of course, withdraw the right of unilateral access to arbitration, but

the employers could nonetheless agree to it.

Although Sir Keith says that his aim is to obtain the lowest possible

settlement, he defines this as '""no more than 4%'", and indicates that

he would in fact be content to settle at 5%. This contrasts strongly
with the general feeling in the Prime Minister's meeting that of all the
public service groups, the teachers had the weakest claim for 4%. IT the

doctrine that ''some will get more, and some will get less'", means

anything, it ought to mean that teachers get less - because we have

far too many of them. And, given the constraifits that have been placed

on Mr Fowler in his desire to offer some Health Service groups more than

4%, it would look very odd if we were to agree to 5% for the teachers:

indeed, it would create significant difficulties for the negotiations

with the Civil Servants and NHS.
—

But intervention in these circumstances, certainly to the extent of

arguing for an offer much lower than 4%, would involve the Government

in taking a high profile. Officials would have to use the veto; the

claim might go to arﬁﬁtration; and public support for the teachers -
of who there are nearly % million - would probably grow. Both the

employers and the unions know that very few settlements this pay round




have been achieved below 5%.
P

I conclude that an opening of the negotiations at 4%, and

an eventual settlement at 5%,is just about acceptable. What we

have to avoid is allowing the negotiations to start at 5% and
drift up further. Our general experience is that negotiators

go to the limit of their discretion far too early in negotiations.

The Prime Minister may feel that it would be wise to tell 8ir Keith
{that his officials should stick to 4%, and hope to settle at it; they
should move to 5% only if they have to, and if they are absolutely

v’/'sure that to do so will achieve a settlement. They should also
P e

* air the possibility_of a_disaggregated offer, in which groups of

teachers in shorter supply than other groups are offered somewhat

more. L',/’

10 February, 1982




10 DOWNING STREET

From the Private Secretary

NHS PAY

The Prime Minister had a discussion on 4 February about
the Chancellor of the Exchequer's minute to her of 1 February
reporting on the conclusions of the Ministerial sub-Committee
on Public Service Pay about the pay offer to the National Health
Service. The others present were the Secretaries of State
for Defence, Social Services and Employment, the Chancellor of
the Duchy of Lancaster, the Minister of State, HM Treasury
(Mr. Heyhoe), Mr. Le Cheminant (HM Treasury) and Sir Robert
Armstrong.

The following points were made in discussion:

(a) There was a strong case for a pay offer to the
nurses of more than 4 per cent. It was, however,
doubtful whether such increases should be available

to the most senior nursing grades or to all the NHS
groups earmarked for special treatment in the Secretary
of State for Social Services' proposals. So far as
the other NHS employees were concerned, the proposal
was for an increase of 4 per cent. There might,
however, be a case for an increase of less than 4 per
cent on recruitment and retention grounds, for example for
some administrative, clerical and ancillary grades. It
was recognised that the Government was not involved in
the detail of the negotiation but it might be possible
to indicate to the Whitley Council the Government's
views on where the extra money should be directed.

(b) Although discussions were still in progress between
the Secretary of State for Social Services and the

Chief Secretary on the public expenditure implications,
it would be difficult to accommodate the proposals within
cash limits. Further work would need to be done to
minimise as far as possible any excess over cash limits.
In addition to the desired restructuring of the offer

it would be necessary to examine the scope for further
economies, for example through reduced manpower,
especially in non-medical grades, and improved efficiency.

/ (e)
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(c) 1f the outcome of the pay negotiations with the NHS
involved a substantial increase over cash limits, it
might be necessary to consider announcing a corresponding
increase in revenue, for example from an increase in the
National Health charge, even though this could not take
effect for some time.

(d) The presentation and timing of the NHS offer could
have a considerable impact on the Civil Service pay
negotiations. There were clear difficulties in the
proposal that the NHS and Civil Service pay offers should
be announced simultaneously.

The Prime Minister, summing up the discussion, said that,
in addition to his discussions with the Chief Secretary about
the public expenditure implications, the Secretary of State for
Social Services should consider urgently with the Chancellor
of the Exchequer the structure, presentation and timing of the
pay offer to the National Health Service. In the light of the
outcome of these further consultations, the issues would need to
be considered again by the Prime Minister and the other Ministers

principally concerned.

I am sending copies of this letter to the Private Secretaries
to the members of E(PSP) and to David Omand (Ministry of Defence),
Muir Russell (Scottish Office), Terry Mathews (HM Treasury) and
Robin Ibbs and Sir Robert Armstrong.

John Kerr, Esq.,
HM Treasury.
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PUBLIC SERVICE PAY

The Chancellor's note of 3 February to the Prime Minister,
attached, raises an issue on which I think we ought to concert
a view; and Michael Scholar has agreed to wait until we do
so before putting the papers in to the Prime Minister.

You will recall that the Prime Minister was very keen at
her meeting on 7 January that the Treasury should consider a
way of earmarking part of the contingency reserve for attractive
capital expenditure projects, which could be released when and
if the pay of the related public sector group were settled
at a reasonable level. The Chancellor quite rightly explains
the draw-backs to doing that with the current year's contingency
reserve; the proposition we need to think about is the one
outlined in paragraphs 8-13 of his note, under which a more or
less explicit link is created between pay negotiations and
public sector investment projects.

I would suggest that our advice might be along the following

lines:

(1) We ought to distinguish between projects whose
financing is naturally affected by pay settlements
(electrification and Belvoir, the natural examples,
where investment is justified only if certain
productivity criteria are met) and projects where

the pay settlement is totally unrelated (such as the
Prime Minister's example of school books). It is

not logical to attempt to create a link in the latter
category, even if it were possible, because the

project ought to be decided on its own merits.

(2) The main cases where the pay/investment negotiat-
ing link may be possible will arise in the nationalised
industries, and indeed they could provide a useful
addition to our otherwise weak armoury in dealing
with pay claims in that sector. (We ought if possible

to think whether there are good examples other than

FA AR Py, FRB EEAY f'. .
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the two mentioned above. Any suggestions?) But
the way in which the linking might be deployed -
and whether explicitly or implicitly - needs to

be further considered.

(3) There is a similar link in the public services,
which the Chancellor does not mention, which is between
pay and manpower. This however only operates on the
down side, i.e. there is a manpower penalty to be

paid if pay rises are excessive. That also might

be made more explicit.

3 February 1982
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At the meeting under your chairmanship on zfﬁanuapy I was

Pu;svi} :
asked to consider a number of points.

M s‘[),

University and School Teachers Pay

2 If the universities can settle with the university
—_—— .

teachers at less than the 4 per cent on which the grant-in-

aid will be based, the money so saved can be used by the

universities for other purposes, including redundancy and

——

slimming costs. (The only qualification is that the

———

universities must not do anything which would make it
impossible to live within the expenditure plans for years
after 1982-83).

3. As I understand the position regarding school teachers,

—_——
the Government cannot prevent access to arbitration, if the

unions and the employers agree to it; but it does have power,
-——'.? r————

subject to the approval of both Houses of Parliament, to

override an arbitration award.

Earmarking of part of the Contingency Reserve

4. I was asked also to consider the practicability of
earmarking part of the Contingency Reserve for capital spending

h
so as to provide an inducement for moderate pay settlements.

5 The present cash limit system is set up to give some

incentive of this kind. Where a public service group settles
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below the 4 per cent which we have allowed for in the .cash
—_._#

programmes, then the balance can be made available to

finance additional expenditure within the year. (There

are some technical problems about switching money from pay to
non-pay Votes but these can be overcome). The position

within nationalised industry EFL's is similar.

6. The scope for action within a single year is limited.

Luckily, most public sector pay negotiations are either
completed before the financial year begins or are concentrated
into the F{;gz_}ew months. If a suitably low settlement

were reached, the "savings" could be used to finance
expenditure in the rest of the year. This would not usually
extend to major capital projects. The lead times are too
long. BUE-T?-;Duld allow minor maintenance and current
expenditure. (The example of school books which was used at
your meeting on 7 January happens to be a bad one, because

this is local authority expenditure. I turn to this below).

7oy But we need to think in a longer-term framework. 1 see

little prospect of devising a scheme involving the use of the

Contingency Reserve. In essence, such a scheme would be

bound to reter to money over and above the cash limit for

certain services, and urge on the unions that it should be
used for capital expenditure, not pay. The unions would be
unlikely to be attracted; importantly, we should have
undermined our fundamental argument that pay increases

should be contained within cash limits.

B It may therefore be better to think in terms of
expenditure programmes for future years. The British
Railways Board had some success in securing a settlement

(albeit at 11 per cent) with the NUR, because they deployed

the half-promise of Government approval for major new capital

developments, including electrification, thus saFeguard{;é
——— ——
NUR jobs in future. This involved making promises of capital

expenditure in future years.
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g. I think it would be possible to devise a scheme, formal
or informal, which allowed similar negotiating tactics in

other cases. For example, we could tell the negotiators that

there is a notional Contingency Reserve in future years in

the Public Expenditure Survey, which could be used to

finance additional capital projects. It would probably be
necessary to specify such projects in some detail to make such
an offer convincing and attractive. If and when a settlement
was reached at an acceptable figure (which would also have

to be specified in advance) an appropriate amount of cash could

formally be transferred from the Contingency Reserve to the

relevant spending programme. A

10. Alternatively, and less formally, we could simply reach

an agreement that a suitable addition to the relevant programmes
would be made in the following year'’s Public Expenditure

Survey. It would then form part of the annual re-examination

of the level of expenditure in that programme. There would

be an implied commitment to make funds available for the
particular projects which had been offered as part of the

pay negotiation, and not to offset this by reductions in other

parts of the relevant programmes.

D

11. Any scheme of this kind would, T am afraid, present a
number of problems. It would reduce our room for manoeuvre
and prejudice decisions on priorities in future Public
Expenditure Surveys. It would involve commitments in future
years in return for good behaviour on pay in the first year

only. It would be usually difficult to reverse the process

once the promise had been given. It would often be wasteful

S—

to cancel the new projects; and to cut other parts of the

programme (which had originally been regarded as of higher

priority) could produce serious distortions.
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12. The concession to be offered would have to be tailored

fairly closely to the interests of the unions concerned.

The NUR had a genuine interest in securing approval of
electrification, because it preserved jobs. The offer of
impr5§§5 office accommodation inCardiff might be less
persuasive to civil service unions representing people who
work elsewhere, and who may in any event not regard even their
own office accommodation as a high priority. Much would
depend on the skill of the negotiators in deploying these

arguments.

13. Such a scheme would have to be confined to areas where

Government can deliver. The Government has no power to direct
F

—

where local authorities should spend any additional funds

made available. In practice, I think this confines any such
scheme to those areas where we have more direct control, or
there is a natural trade-off between pay and other forms of
expenditure: the eentral Government, the National Health
Service, nationalised industries (including the Water
authorities) and perhaps the universities. These groups
together constitute a large part of the total public sector;
but the local authority area, which is particularly sensitive,

would not be covered.

14, If you wish to pursue any of these options we could ask

officials to draw up detailed lists of the cases where this

approach might be relevant, and of the size of concessions it

WoUltbe hecessary to offer. Treasury officials will set this
in hand, in consultation with other departments, if you wish.

But I confess to some doubts whether it is a fruitful line.

(G.H.)
2 February 1982
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The Rt Hon Nigel Lawson MP
Secretary of State for Energy
Department of Energy

Thames House South

Millbank
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GAS AND ELECTRICITY MANUALS' PAY

Thank you fer your minutes of 26 and 20 January on the pay
negotiations with the gas and electricity manuals respectively.

No doubt both of these groups will be aiming for a settlement
in line with what the miners have secured. I believe that the
respective employers have for their part kept in touch with
the NCB and should therefore be aware of the details of that
settlement. It might nevertheless be worth making sure that
they are both well aware of the estimated effect of the miners'
settlement on earnings (7.4 per cent), and are not just focusing
on the effect on basic rates of 8.3 per cent which has been
generally publicised. The objective should clearly be an
earnings effect in both cases within the 7.4 per cent figure
(and lower if possible), not one related to the 9.3 per cent
figure.

The offers made in the case of the gas manuals and proposed

for the electricity manuals seem broadly consistent with this
approach, and I have no comment on them. But further negotiation
is envisaged, and it would be unfortunate if the employers were
influenced by avoidable misunderstanding. -

Another point which is perhaps worth mentioning even at.this
early stage is that whatever the manuals get in these two
industries should not necessarily be regarded as setting the
tone for subsequent settlements with their non-manusl workforces.
It would seem worth putting the thought to the employers that
they should do nothing to encourage any such expectations as
negotiations with the manuzls develop. I would have thought
that significantly lower settlements with' non-manual grades
should be possible.

/I am copying this




Minister, t embers
Sir Robert
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The Rt Hon Sir Geoffrey Howe QC MP

Chancellor of the Excheguer

HM Treasury

Parliament Street

London

SW1P 3HE 2 February 1982

A C?/ f“\\
In my letier to you of 28 January I explained something of the complexities
of the current gas manuals' negotiations, —

As expected, ilie negotiations on the 28th were largely devoted to a discussion
of proposals tabled by BGC for a restructuring of bonus and other payments,
These of course fell far short of the unions'! claim for consolidation of

bonus earnings into basic pay and there were several clauses which the unions
did not like. However they have agreed to continue the discussions and BGC
hope that they have convinced the unions that there is no prospect of achieving
consolidation,

Towards the end of a long meeting BGC offered a marginal improvement on their
previous offer — an increase in basic rates of between 6.8% and 8.1%, averaging
T7.5%. (The previous offer gave an average increase of 7% on basic rates,) With
the rest of the package offered last time this would represent an increzse in
average earnings of about 6%. (The restructuring proposals are difficult to
quantify but they might add another 0.4%). The Unions were apparently not very
impressed with the suggested increase having regard to the level and type of
settlements already agreed for the miners and water manuals,

The negotiations will be resumed on 9 February.
I am copying this to the Prime Minister and to Willie Whitelaw, Michael Heseltine,

Patrick Jenkin, John Biffen, David Howell and Norman Tebbit as well as to
Sir Robert Armstrong and Mr Ibbs,

NIGEL LAWSON
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PRIME MINISTER

NHS PAY

The Ministerial Sub-Committee on Public Service Pay (E(PSP))
discussed two papers by the Secretary of State for Social

Services at its meeting last Wednesday, one on the prospects

for pay in the National Health Service (NHS) in the current
pay.?zzzd (E(PSP)(82)2) and the other on long term arrangements
for settling nurses’ pay (E(PSP)(82)1). You will want to
consider the important issues concerning both pay and public

expenditure which these papers raise.

Current pay round

e You will recall that the Secretary of State first put

forward proposals for increases above 4 per cent for certain

key NHS groups last October, when E(PSP) approved them in

principle. It was subsequently decided in the context of
the Cabinet’s public expenditure discussions that these

proposals should not be pursued, although the Secretary of

State warned that he might need to come back to colleagues,

depending on developments.

3 The Secretary of State argued in E(PSP)(82)2 that the

already appreciable risk of industrial trouble in the NHS

this year had been exacerbated by the pay settlement of 6.9

— e

per cent for the local government manuals and roughly 10

per cent for the electrical contracting industry, with whom

NHS electricians (and through them other NHS craftsmen) have

a firm link. The danger of widespread industrial trouble

would be avoided only by offering increases of broadly 2-23

——
per cent above the 4 per cent 1limit to certain key NHS groups




principally nurses, doctors and dentists - whose support in
— e ——-

the face of industrial action by others would be essential.

He would seek to hold other NHS groups to pay increases of
4 per cent, although this would be far from easy; there was

no prospect of their accepting less.

4, The cost of the Secretary of State's proposals would be
£118 million in 1982-83, which the Secretary of State argued
e ———

could QEE be offset by savings on other NHS expenditure or
by increased productivity or manpower reductions on the part
of the groups concerned. The proposals are therefore

conditional on a satisfactory understanding being reached

P——— ey,
in bilateral discussions between the Secretary of State for

Social Services and the Chief Secretary, Treasury on how

the additional expenditure can be met.

5 The Secretary of State argued, and the Sub-Committee
agreed, that an early announcement was desirable; to delay
could well lead eventually to higher settlements and also
create the impression that the Government had given in to
pressure from the nurses’' pay campaign. It is clear however

that the timing will need to take account of the timing and

nature of the Government's DfFer to the non-industrial civil

—

service. This is something which you will no doubt wish to

discuss at the meeting which we are to have on 2 February.

Doctors and Dentists Review Body

6. There is a related issue concerning the Doctors and
Dentists Review Body to whom DHSS are giving oral evidence on

3 February. The Secretary of State argued that it was important
that his officials should be able to indicate then at least

in general terms that there was some flexibility in the
Government’'s position on the pay of doctors and dentists. His
view was that if the DDRB were given assurances of this sort

they would make recommendations broadly acceptable to the




Government and in which the professions would be prepared

at least to acquiesce; but that if the DDRB was led to believe
that the Government intended the 4 per cent cash limit pay
factor to apply equally to the doctors and dentists as to

I ———

other NHS groups the result would probably be_unacceptably high

—

recommendations, the subsequent rejection of which could

well undermine the review body system. There was, in his view,

no danger that this information would become public prematurely.
p—

b The Sub-Committee agreed on balance with the Secretary

of State, that provided that the public expenditure issues

could be resolved in time, DHSS officials should indicate a
degree of flexibility on the Government’s part about the pay

of doctors and dentists, but in such a way that the Government's
position was fully reserved if, in the event, the DDRB were

to produce unacceptably high recommendations. This is of

course a modification of the policy of letting all three
Review Bodies report in the normal way, which was set out in
my minute to you of 30 October 18981, following an earlier
discussion in E(PSP) and approved by you in your Private

Secretary’s letter of 11 November.

Long term arrangements for nurses pay

8. As for the long term arrangements for settling nurses’

pay, you will recall that it was agreed at your meeting with
the Nurses and Midwives Whitley Council on 18 December that

the Secretary of State for Social Services should chair a

further meeting of the Whitley Council early in the New Year

with the aim of identifying a programme of work which could

usefully be pJ;gued by the Staff Side between now and the

autumn, by which time we should have received and reached broad

——

conclusions on the Megaw Report, and that the Secretary of State

would circulate in advance of this meeting a paper suggesting
the fields in which work might most usefully be pursued. A
draft was annexed to E(PSP)(82)1.




SEDRET

9. The Sub-Committee endorsed the tactic of commissioning

a study by management consultants of the main technical

questions which arise. But if felt that the paper as drafted

did not adopt a sufficiently neutral tone in describing the
various options for the comparability aspect of a new system
and that it did not adequately emphasise the importance of
taking full account of market factors and affordability in
whatever pay system is finally devised. Officials are now
revising the draft to reflect the Sub-Committee's view and
the Secretary of State will clear the revised version in

correspondence with E(PSP) before it is circulated to the

Whitley Council. The Secretary of State will also consult the

Sub-Committee about the terms of reference for the proposed
study by management consultants following the meeting of the

Whitley Council.

10. I am sending a copy of this minute to the members of

E(PSP), the Secretaries of State for Scotland and for Defence,

oY

(G.H.)
February 1882

Mr Ibbs and Sir Robert Armstrong.
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ARBITRATION ARRANGEMENTS IN"THE PUBLIC SECTOR

On 30 Novewbér E Committee invited me to discuss further with
the chairmen concerned the arrangements for arbitration in
British Telecom and in the British Steel Corporation.

When I raised the matter with Sir George Jefferson he assured
me that he too wants to eliminate the unilateral rights of
access to arbitration enjoyed by unions within British
Telecom. His Board will be considering this shortly. 18
shall let you know what they decide.

An approach has also been made to BSC about the possibility of
altering their little used arbitration arrangements which apply
to only a limited number of their employees. The Corporation
judge that it may well be counterproductive to seek to
renegotiate these arrangements now especially as the relevant
unions (unlike the Iron & Steel Trades Confederation) have
accepted the management's tough proposals for the 1982 pay
round. In the past the unions have not insisted on
arbitration ageinst management wishes and are, in the
Corporation's view, extremely unlikely to do so in future.
Hence the chances of arbitration being used to circumvent a
firm management stance are very slim and the Corporation would
prefer to let matters rest. I think that we should respect
their judgement.

I am sending copies of this letter to the other members of
E Committee and to Sir Robert Armstrong.
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In submitting to the Prime Minister on 2% Jdhuzry the latest
monitoring report on pay in the_public trading sector you
aSked me 10l a report on vhe current negotietvions in the g£ES
o f..'._.-", ' I = q B S T W
and electricity supply industries This letter deals with the
menuals' pzy.

The British Gas Corporation have described these negotiaztions
“e most complex that they can remember. The perticularly
cult area is the unions' request for \ON'O1 dztion of
eaxpings into %-Sic pay, which the unions h& méde clear
key element oi their claim. In support O"‘ 1
the point that in 1 &S f certazin grades
on its own actually falls below the suppler n-fia,ry
eshold. The unions have been pressing for consolidati
onus: for g nunber of vears but BGC heve rejected it on
' ' in less of performs
izin Jinked to
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They argue that
productivity.

ment a joint
generally
in which bonus is
1. The resumed negotia—
crucially on whether and to

However, following last
group was set up to review

see some scope for zdjustm

paid without agreeing to cons
tions today will therefore depe
vhet extent the unions are }..:.r'ey:;;.‘ed To discuss alternative \
of solving this problem, @nd until hzve the answer to th
they will not be zble to decide how hey might frame any
improved offer. BGC hsave confirmed that ', y are very much
aware of the wider implications of : er they may meke and
they certainly intend to settle for a ) Plgure as they can.
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ceiling percentages in
advance because there are so many variables and becal
figures are liable to. be misrepresented or used out of context.
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They hzave sal howeve that they are unlikely to be

offering more than a furthcr/E& on average earnings (the
present offer represents 5.2% on rage earnings).
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know the progress made

Minister and to Willie Whitelaw,
hael 1 P: ki John Biffen, David Howell

Normzn Tebbitt as as to Sir Robert Armstrong and
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Treasury Chambers, Parliament Street, SWIP 3AG {4 Zg/l
01-233 3000

PRIME MINISTER

I attach the latest monitoring report on the public trading

—

sector.

g ——————
2 The main development is the rejection in the mineworkers'
ballot of their National Executive's recommendation against the
NCB offer and in favour of strike action if necessary. The
water workers have also settled, though at the high figure of

8.8 per cent on earnings,

3 The report is, I think, the first indication we have seen

of the offer to the gas industry manuals, which was evidently an

increase of 7 per cent on basic rates, worth 5.2 per cent on
earnings, No doubt Nigel Lawson will let us have an early report
on this, and an indication of the offer which the electricity
supply industry employers intend to make on 4 February. Perhaps

I could reiterate the importance of advance warning of such offers:

we agreed to aim at seven days' notice wherever possible.

4, An overtime ban is threatened in British Steel from 7 February.
Patrick Jenkin has already reported generally on the industrial
relations situation at BSC in his minute of 23 November, and will

doubtless keep us in touch with any significant developments.

31 I am sending copies of this minute to the Home Secretary, the
Secretaries of State for the Environment, Industry, Trade, Transport,

Energy, and Employment, and to Sir Robert Armstrong and Mr. Ibbs.

G.H,
35 January 1882
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._mLIC TRADING SECTOR

PART I: CURRENT AND FORTHCOMING NEGCTIATIONS

A:  1980/1 Pay Round

British Rail: Clerical and conciliation grades (150,000)

Settlement date: 20 April
Unions: NUR, ASLEF, TSSA

Following a recommendation of the Railway Staff National Tribunal on 16 July 1981, a
pay increase of & from 20 April 1981 and a further increase of 3% payablé.f:nm
4 January 1982 but backdated to 1 August 1981 was agreed. ;

A parallel agreement on
productivity provided for negotiations on a range of issues to be completéd

according to an agreed timetable by the end of 1981.

Sufficiently satisfactory progress has been made in productivity talks with TSSA and
NUR but not with ASLEF. ASLEF claim that payment of the 3% was not dependent upcn
completion of negotiations on the productivity issues. But BR claim, on the
contrary, that this conditional nature was clearly understood by both parties and °
that therefore the union has failed to honmour its commitment. BR have therefore

refused to pay the second stage increase to footplate staff. Talks between BR and

kgg%g and ACAS failed on 30 December. ASLEF begah an overtime ban on 4 January and

Ktwo day strikes on 13=14 and 20-21 J:nnnry;
. It is reported that ASLEF leaders

have now decided to call strikes every Sunday and to have a further 2-day strike on
27 and 28 January.  There is evidence of sympathetic action by some NUE members

. who have also not been paid the 3% increase. ACAS continue efforts to get the
parties together to discuss a solution, incliuding the possibility of arbitraticn.- .

B: 1981/2 Pay Round

United Kingdom Atomic Energy Authority: Manuals (4,700)

Settlement date: -1 October 1981
Unions: AUEW, TGWU, GMWO, EETPU

The Authority's opening offer of a 4.5% increase on rates was rejected on 15.
September. At the meeting on 25 November, Management imuroved the offer to S% on
rates and agreed to consider a possible 1 hour reduction in the working week. Union

negotiators reserved their reply. The parties agreed to meet again, on 26 January.
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Coalmining: Manuzls (198,000) :
Settlement date: 1 November 1581 ' .
Union: NUM

On 6 October the NUM presented the NCB with a claim for-

£100 a week basic minimum for surface workers (an increase of 23.7% on present
rates); payment on a salary basis; improved differentials; reduced hours, preferably

in the form of a 4-day week; improved holiday pay; and earlier option retirement, at

age 55-

After 5 negotiating meetings the Board's final offer was equivalent to 9.3% on
basic rates, and involved total paymenis of £102 millian. The

Board has allocated £93.6 million to increasing basic rates and the remainder to
the provision of service payments as a Christmas bonus, instead of a holiday bonus
next year. This arrangement would result in some long serving employees in the
lowest grade receiving up to 10.5%. The effect of the offer on average earnings is
estimated to be 7.4%. This offer was rejected by the National Executive Committee
which convened a national delegate Conference. The Conference confirmed rejection
of the offer and decided to hold a pit-head ballot on 14 and 15 January to ratify

this and to authorise the NFC to eall for strike action in support of the claim if

necessary.

The result of the ballot was 45% in favour of the NEC recommendation against the offer
and for strike action if necesaary.' In these circumsiances the NUM will have little
choice but to accept the Board's offer .

Comment

The miner's settlement can be expected to influence the general shape of the round
despite the ‘act that most other unions recognise that they may not be able to
achieve the same level. In particular the settlement will be taken as a benchmark

for other major groups in the public utilities.

The 9.3% figure as presented by the NCB has been widely quoted rather than the lower
(around 74%) figure on actual earnings. The higher figure has become a target

other powerful groups in the public utilities, and has already been matched by

water workers who have accepted 9.1 per cent on basic rates with an earnings

effect estimated at 8.8 per cent.
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4. Water Services: Manuals

Settlement date: 7 December 1981
Unions: @WwU, TGWU, NUPE, NUAAW

The unions have accepted the employers' offer of 9.1% on basic rates and one
day's holiday. The effect of the offer on average earnings is estimated

at 8.8%. The settlement also includes a commitment to consider jointly the
position of this group in relation to the earnings of manual workers in the

economy generally.
Comment

This settlement, together with that now in prospect for the miners, will set a
target which other unions in the public utilities (Ges 18 January, Electricity,
February/March) will expect to match. In addition the forward commitment to
examine indexation may influence negotiations towards higher settlement levels
in future years.

5, Water Service: Craftsmen (5,700)
Settlement date: 7 December
Union: CSEU

Negotiations for this group take place in a committee of the mammals NJIC. The
unions have submitted a claim which varied from that of the mamuals only in detail.
Now that the manuals have reached a settlement the craftsmen's union are expected
to accept an offer of similar incresses in basic rates and holiday entitlements
when the executive meets on 5 February. There is no commitment to a study

of relative earnings for this group.

6. British Steel Corporation: All grades (108,600)
Settlement date: 1 Jamuary 1982

Unions: ISTC, WU, TGWU, NUB, NCCC, MATSA, SIMA

The BSC corporate plan ammounced in December 1980 involved 20,000 redundancies by
March 1982. The corporation are now reported to require a further 15,000 redundancies
by July 1982.
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The plan envisaged no national pay award in 1982: any pay increases to be geared
to local productivity deals. In their present situation BSC have also decided
not to introduce a 39-hour week from 1 Jenuary 1982, as was conditionally agreed
after the Lever Committee of Engquiry ended the 1980 strike. In addition, without
prior union consultation, BSC recently issued nearly 500 redundancy notices to
workers at the Port Talbot plant.

Discussions between ISTC (with some 65,000 members) and BSC on this plan in November
and December failed to produce an accommodation. ISTC are primarily concerned over
the further plammed radundanciea?félso the delay over the introduction of the
39-hour week and because the local productivity increases are not to be consolidated
into basic rates. Therefore an 8 Janmuary the ISTC executive ordered an overtime

ban from 7 February. They have also instructed members to take no part in local
productivity talks. BSC msnagement have not been formally notified of this
decision. Press reports earlier this week indicated that the ban may be postponed
because of the need to re-activate certain plants affected by bad weather and the
rail strike. Unlike ISTC, the craft and service unions (NUB) and the management
association (SIMA) (altogether 48,000) have agreed for 1982 to negotiate local
productivity deals. In return BSC agreed to consolidate some productivity

payment into basic rates, to improve certain pemsion conditions from April 1982, and
to introduce the 39-hour week from 1 January 1983.

7. British Airways: (a) A1l grades (excluding pilots) - 50,000
(b) Pilots 3,500
Settlement dates: (a) 1 Jamary 1982 (b) 1 April 1982

Unions: - TGWU, AUEW, EETPU, NUSHHC, ACTSS, APEX, ASTMS, GHHU,
FIATT, UCAET

On 10 September British Airways acnounced a "rescue plan" aimed at stemming losses

of some £100 millions in the current year and £250 millions in the two year period
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‘o April 1982.
So far as staff and nay are concerned the plan involves a reduction of 9,000 jobs
by June 1982, by early retirement, voluntary severance and natural wastage, and a
pay freeze at least until September 1982, when the situation will be reviewed.

Other features of the plan include the renegotiation of many working practices, cuts

in routes, closure of some deports and offices and the sale of aircraft and property.

An unexpectedly zigh resrnonse to the severance scheme has been reported and so far

there is no indizatiorn oI union resistance to the proposals.

8 National Frairht Company: All grades (27,800)

Settlement cate:. 1 January

Main unions: TGWU, URTU, AUEW, EZETPU, NUR

The TGWU are taking the lead in negotiations on behalf of all the unions. Their
claim to the company submitted in November was for £100 a week basic fate; a 35
Bour week; subsistcnce increases; holiday increases and other improvements which
is estimated to be worth L5-5C%.

The Company are not negotiating centrally; each subsidiary is to conduct
 separatie negotiations. :
to put the matter to a regional level vote.
(a) BRS have offered 7%. This has been rejected by the negotiators, who are/
(b) Roadline have offered 7% to drivers, 3% to others. The TGWU want the same
treatment for all groups. _
(¢) Pickfords. &n offer of 5% for drivers, 3% for others has been rejected.
The fixing of a future meeting is likely to be delayed because of the unavailability

of NUR representatives.

Comment

The unions,having declared their position in negotiations as not less than 8%, seem
likely to wait to see whst is happening in the rosd haulage industiry gemerally, where
settlements have so far been reached in 6 of the 21 separate negotiations in the
range 5.6% to 6.9%. In other areas offers between 2.5% and 8.6% have so far been
rejected, tn four areas with threats of industrial action. The employers

remain optimistic that similar settlements can be reached in the remaining areas,

and have discounted strike threats.
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Municipal Buses: Platform and non-craft maintenance staff (15,200)

Settlement date: 1st full pay week in January 1982

Unions: TGWU, GMWU

The unions have submitted in writing to the Employers' Side of the NJIC for
the Passenger Transport Industry a detailed case in support of a national claim

for:

A substantial increase in basic rates

Extension of current holiday entitlement to 5 weeks

Bank holidays to be treated as annuzl holidays for pay purposes
Consolidation into basic rates of current supplement for §/S and
U/S Maintenance workers coupled with a restoration of the
differential with Municipal Passenger Transport Undertaking
Craftsmen

(5) A reduction without loss of earnings in the scheduled working week

On 4 December the employers offered a 4% increase on rates which was rejected, with

threats of industrizl action unless an improvement is forthcoming.

On 8 January, the employers:increased their offer to 6.6% on basic rates plus £1
per shift extra for conducters; a 1 hour reduction in the working week from
November 1982 (paid for by exira productivity); and 2 days extra leave. This is
estimated to be worth about 7.8% on earnings. An informal meeting between lead
representatives.of the 2 gides is taking place on 21 January followed by a meeting
of the employers' side on 25 January. The tnions_are thought likely to accept the
offer, and the national gtrike threat appears to have receded.

Comment

The municipal bus settlement is closely followed by the National Bus Company
(March 1982) and influences settlements in the Passenger Transport Executives of

whom only two (Greater Manchester: 7.8%; West Midlands: 6.5%) have settled so far.




Gas Suvply: Manuals (43 400)
Settlement date: 17 Jdanuary 1982
Unions: GMWU, TGWU

The unions have submitted a2 claim to Management covering -

(1) An increase in rates to maintain the value of the pay packet -
taking account of both inflation and taxation levels
(2) A reduction in working hours 3
from 382 to 37 hours a week

Consolidation into basic pay of bonus earnings and 'general

obligations payment" (stated by the unions to be the key issue).

Payment of average earnings during holidays
Improvements in shift and stagger pay

A change in the basis of awarding local holidays

At the NJIC meeting on 13 January management offerec an increase
averaginT% on basic rates plus other bemefits. This figure is (cdfidentially) estimates
by the management at 5.6% on the paybill (5.2% on earnings). .The unions considered
the offer unsatisfactory complaining that the total package was worth only :about 7%%.
Further talks will take place at the NJIC on 28 Janmary.

Comment

These negotiations are strongly influenced by the miners' settlement and have
repercussions for the Electricity Supply Manuals (March 1982). The Gas,

Electricity and Water industries closely watch each other's negotiations.

11 Electricity Suopply: Manuals (94,000)
Settlement date: 17 March
Union: EETPU, GMWU, AUEW, TGWU

The unions made the following 5 point claim at the NJIC meeting on 7 January:-

(1) A substantial increase on basic rates

(2) an additional increase on each pay band of the scale
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(3 Increased holidays

(4) A shift and staggered hours pay increase (in line with the

increase in basic)

(5) A reduction-in working hours
The employers intend to give their response on 4 February.

Comment

It seems clear that both sides are waiting to see what happens with the miners'
dispute. The manuals' settlement will set the pattern for the electricity

engineers (settlement date: 1 February).
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SETTLEMENTS CONCLUDED SINCE LAST REPORT
1980/1 PAY ROUND
British Telecom: HCO, EO and HEO grades (7,000)

Settlement date: 1 July
Union: SCPS

The union hagy accepted an increase of 10% on earnings. (9% on basic rates,
1% productivity bonus consolidation as agreed in 1980; and adjustments to the

self-financing productivity scheme).

Post Office: Supervisors (14,800)
Settlement date: 1 July
Union: CMA

Both sides have accepted the Post Office Arbitration Tribunal's award of 14.5%
on earnings to apply from 1 July 1981 to 31 March 1982 (9 month settlement:
change of settlement date).
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You may have seen that E(PSP) is considering this Wednesday

—

morning two papers by Mr. Fowler: on pay in the NHé, and on

-Ebng term arrangements fofngaﬁaiing nurses pay. I am sure

that the Prime Minister will wish to be aware of the outcome of
these discussions, and you may wish to consider whether it would
be right for you to ask the Chancellor's Office to arrange for
the Chancellor (as Chairman of E(PSP)) to consult the Prime
Minister before final decisions are taken.

Briefly, the issue on the nurses is the drafting of a paper
to be handed to the Whitley Council which Mr. Fowler will be
chairing early next month. The Prime Minister will recall that

-Ehis paper was promised at her meeting of the nurses on
18 December. This paper has been discussed among officials, and
many - including myself - felt that although it now makes the

appropriate noises about market factors and job security, it is

still oriented towards far too mechanistic a system, which will

tend to generate pay scales according to some agreed formula.

It is proposed that consultants be retained to work out the

details, and my own feelihg is that in their present form the
ﬁ?ﬁﬁosed terms of reference for the consultants (paragraph 13)
may well lead us into considerable difficulty later this year.

—

In his paper on NHS pay, Mr. Fowler returns to the proposal
he put to E in October, under which most of the Health Service,
P—v X 4
apart from the 400,000 ancillaries, would be allowed to get

away with an increase of between 1% and 2%% on top of the 4%

cash limit. From a wider pay point of view, I think we could

probably sustain some small special increase for the nurses,

in view of the effective way in which they have articulated
their case and mobilised public opinion; and the most important
point is to see that the ancillaries are not offered more than
the civil servants. But Mr. Fowler's proposal to tell the DDRB

/ to work
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/to work on the assumption of 6% requires very careful
,. P

fhandling indeed: on the one hand, if they are not told that,
ithey may resign when their report is ignored; on the other
hand, if they are, we run the risk of a leak which would
cause endless difficulties elsewhere (and with the TSRB).

MAS  pp J'v.

25 January 1982
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