


TSRBE Rupos G Sakowiss o Seuioe Cord
St - Sl Wagtsdozse OF e Pruan
Polio, Towamde AL Wk Youwud of

Econamic Foucy

Fﬂl'ﬁ' [ UA@,M?Q_
Jas. % -

?M. o =t (424,

|
Referred to Date Referred 1o Date Referred to

Referred ta | Date




PART )\ _begins:-

S
Hlv & Cad cpé,{f_- | -9-90




PRIME MINISTER

CABINET: REVIEW BODY HEPORTS AND TEACHERS PAY

The Cabinet Office paper reflecting decisions reached earlier
this week is below. Attached to it are drafts of tomorrow's
Written Answers by you on the Review Bodies and by John MacGregor

an Eéﬁche;g' EAY .

You will presumably wish to keep discussion at Cabinet fairly
brief. You might start by stressing that the proposals have been
agread with all those directly concerned, and explain the basic
approach of the 7 per cent initial awards (except for the TSRB)
staging until 1 January 1981, and an overall pay bill cost just
below B per qqﬁET__gaﬁ-Eéald then ask thea Chancellor to speak,

followed by Messrs. Clarke, MacGregor and King.

- - o e —

The key points to settle are:

agreemant on tha package

the precise terms of the Written Answers at Annexes A
and B to the paper:

ensure that the briefing - both official and Party - is
going to be circulated in good time for the afterncon.
(The Treasury are co-ordinating.)

g{lcfb :

PAUL GRAY

41 January 1990
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P
LETTERS TO REVIEW BODY CHAIRMEH

In line with normal practice we will deliver
your letters to the Review Body Chairmen
early tomorrow afterncon, shortly before the
announcement. I attach four letters for your
signature, which reflect the general line an
staging which we discussed this afternoon
which is also being included in the BQ
answer.

Content to sign?

PAUL GRAY
31 January 1990




1I0DOWNING STREET

LONDON SWIA TAA

Fram the Privare Seeretury

SIR ROBIN BUTLER

LETTER TO THE CHATEMAN OF THE REVIEW BODY ON
TOP SALARTIES

Thank you for your minute enclesing a draft
reply to Sir David Nickson. I enclose a
revised draft which is going to the Prime
Minister for signature this evening. It
reflects the general line also being adopted
in the other Review Body replies. I should
be grateful for confirmation by 10 am
tomorrow, 1 February, that you are content
with this reply.

I am copying this minute to Mr. Gieve
(H-M. Treasury).

PAUL GRAY

41 January 1590




10 DOWNING STREET
LONDON SW1A ZAA

THE PFRIME MINIETER

Thank you for your letter of 25 January and for the
thirteenth report of the Review Body on Top Salaries. I am once
again most grateful for all the time and effort that you have
put into the work; please pass on my thanks to the other
members.

We have given careful consideration to all your
recommendations, and to the concerns which led you to make them.
I am announcing today that we have accepted all your
recommendations. However, the Government considers that, if

they were implemented in full from 1 April, the overall pay
costs in 1990-91 would be too high. The Government has
therefore decided, in line with the approach being adopted for

the other Review Body Groups and for teachers, to stage the
payment of the recommendations., All groups covered by your
Review Body will receive an increase of & per cent from 1 April
1990 with the remaining 1 per cent from 1 January 1%91. 1In
addition, for senior civil servants the abolition of the fixed
scale increases for Grade 25 and 3s will take effect from

1 April 1990; the increases in the London Allowances for Grade
3s, and the conseguential increases for Grade 2, will take
effect from 1 January 1991; and the new performance pay Schemes
for Grades 2 and 3 will be introduced from 1 April 1991. For
two and three-star officers, the additional increases of 2.75
per cent will take effect from 1 January 1991. For judges, the
axtra increase of 10 per cent recommended for those in groups §




to 7 will be staged with payments on 1 January 1991, 1 August
1991 and 1 April 1882,

I welcome your suggestion for further discussions with the
Government about the salaries of those covered by the remit of
your Review Body and I agree that these should take place in
good time beafore you undertake your next review.

Sir Dawvid Nickson, KBE, DL.




CONFIDENTIAL AND FERSONAL

Draft of 31 January 1990 (nickson.pm/DW]

___.ﬂ-————q:_&_am_ﬂmmq__t.n’ﬁank you,

ﬂ{*pﬂ the RE?IEH Body on Top Salaries;}ﬁﬂr thlrteanth report f
——

,andmitﬂ—rﬂennmﬁnﬂﬁttﬂnr. I am once agaiﬂrmﬂst grataful for all

the time and effort that you have put Anto the work; plesse pesq

We have given careful considerxation to all your

recommendations, and to the concefns which led you to make them.
—have-announoed—-today Tthatth ermment His decided—to—accapbt-
I__t.hﬂm.allr but,—in-the-light-off present circumstancss, to stage—
the -implementation of some thems> All groups coverad by your
Review Body will receive ap increase of 6 per cent from 1 April
1990 with the remaining 1/per cent from 1 January 1991. In
addition, for senior ciyil servants the abolition of the fixed
scale increases for Gride 23 and 3s will take effect from 1 April
1990; the increases jin the London Allowances for Grade 3s, and
the consequential inCreases for Grade 2, will take effect from 1
January 19%1; andjfthe new performance pay scheme for Grades 2
and 3 will be intyoduced from 1 April 1991. For two and three-
star officers, tHe additional increases of 2.75% will take effect
from 1 January J1991. For judges, the extra increase of 10%
recommended fof those in groups 5 to 7 will be staged with

payments on January 1991, 1 August 1951 and 1 April 1992,

I welgbme your suggestion for further discussions with the
about the salaries of those covered by the remit of
your Review Body and I agree that these should take place in good
time before you undertake your next review.
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10 DOWNING STREET

LONDON SWIAJZAA

10 January 1950

Frowm the Privare Secrefary

PAY REVIEW BODIES AND INTERIM ADVISORY COMMITTEE
TEACHERS ' FAY

The Prime Minister held a meeting this morning to discuss
the 1990 reports of the Pay Review Bodies and the expected
recommendations of the Interim Advisory Committee on teachers'
pay. Those present were the Lord President, the Lord chanceller,
the Chancellor of the Excheguer, Secretaries of State for Wales,
Employment, Education and Science, Health and Scotland, the
Chancellor of the Duchy of Lancaster, the Chief Secretary, the
Chief Whip, the Minister of State, Privy Council Office, and
Eir Robin Butler, Mr. Wilson and Mr. Monger (Cabinet Office).

The papers before the meeting were the Cabinet Office paper dated
29 January and the Pay Review Body reports and the minute from
the Secretary of State for Education and Science, on the report
of the IAC, also dated 29 January.

Summing up the discussion the Prime Minister said that the
group were agreed that, assuming the IAC put forward proposals on
the basis indicated, the following recommendations should be put
to Cabinet:

i) in general the recommendations of the Review Bodies and the
IAC should not be abated. However the DDEB recommendations
which the Government had rejected last year on extra
: increages at the top of the consultants' scale and the
‘K '5’[;3@_ spewen of A+ awards for consultants, and which the Reviaw

=, Body had zfpftﬂiﬂtlﬂ this year, should again be rejected:

’

X'FLFujci'iJ in view of the worryingly high level of the recommendations
of the Review Bodies and the IAC it was essential for the
awards to be staged. The general approach should be to
inplement pay increases of 7 per cent from 1 April 13%0
with the remainder of the increases, including the "add ons"
from 1 January 1991;

the additional payments for student nurses should be paid
with effect from 1 April 1990 in addition to the increase of
7 per cent paid from that date. Both nurses and the
Professions Allied to Medicine (PAM) should alsc be paid the
recommended changes in London pay from that date;

SECRET AND PERSONAL




(L CLedmid

SECRET AND PERSONAL

the staging for the TSRE groups should follow the & per cent
option in Annex B of the Cabinet Office paper;

the second and third instalments of the recommended
additional 10 per cent for judges in Grades 5=-7 should be
paid on 1 August 1991 and 1 April 1992, so that the staging
would be completed by the final date envisaged by the Review
Body .

the award for teachers should be staged on the basis of the
Secretary of State for Education and Science's preferred
approach set out in paragraph 16 of his minute;

the Govermment's decision should be published on the
afternoon of 1 February with parallel announcements by the
Prime Minister on the Heview Bodies and the Secretary of
State for Education and Science on teachers' pay and

c:nndi.tinns.j ok L.n) ey t!'1|- byl Pns et

Continuing, the Prime Minister said it was agreed that the
detailed financing implications would need to be settled with
Treasury Ministers. However it was agreed that, in relation to
the excess costs falling on the hospital and :nmmunitf health
services there should be a contribution of £35 million for
England (£44 million for the UK) from the health authority costs
improvement programmes; and as regards the costs falling on the
Familvy Practitioner Bervice million in England (f41 million
for the UK) which was provided for related primary care
development should go towards the cost of the award. It was
further agreed that careful consideration would need to be given
to the presentation of the Government's conclusions, in relation
to the percentage eo=ts in the nv&raligb¢Ig:ﬂ¢$t5 for 1950-51,

M‘aﬁ;ﬁtﬁrm T Hpase Bt ad | AL greeps o nwﬂ..pu_.

Treasury Ministers would co-ordinate the preparation of
briefing immediately, and it was important that this should
emphasis oth that the further awards were being implemented
from 1 January 1951 and that many of the panple affected by the
awards wuq}d also receive the benefit of increases in annual
increments)

)

I am sending copies aof this letter to the Private
Secretaries to those who attended the meeting and to Stephen
Leach (Northern Ireland Office).

Ty E_‘-' Ll T

' Lt Ceoafd bOCOLLL Lol g of

(PAUL GRAY) A T 0 L
gy Thp I'I{’._-:e THITE ety |

= ; ; L ']_Q L.-'
John Gieve, Esgq., Caoomaeck laa gar PShacttay

HM Treasury. s thio evct af (G0 ~/

EEEEEIPhHEJEEEE_HAL




10 DOWNING STREET
LONDON SWIA 244

30 January 1990
From the Private Secretary

(s i

PAY REVIEW BODIES AND INTERIM ADVISORY COMMITTEE
ON TEACHERS' PAY

The Prime Minister held a meeting this morning to discuss
the 1990 reports of the Pay Review Bodies and the expected
recommendations of the Interim Advisory Committee on teachers®
pay. Those present were the Lord President, the Lord
Chancellor, the Chancellor of the Excheguer, Secretaries of
State for Wales, Employment, Education and Science, Health and
Scotland, the Chancellor of the Duchy of Lancaster, the Chief
Secretary, the Chief Whip, the Minister of State for the Armed
Forces, the Minister of State, Privy Council 0ffice, and
Sir Robin Butler, Mr. Wilson and Mr. Monger (Cabinet Office).
The papers before the meeting were the Cabinet Office paper
dated 29 January on the Pay Review Body reports, and the minute
from the Seacretary of State for Education and Science on the
report of the IAC also dated 29 January.

Summing up the discussion the Prime Minister said that the
group wWere agreed that, assuming the IAC put forward proposals
en the basis indicated, the following recommendations should be
put te Cabinet:

i) in general the recommendations of the Review Bodies and
the IAC should not be abated. However the DDRB
recommendations which the Government had rejected last
Year on extra increases at the top of the consultants!
gcale and the size of A+ awards for consultants, and which
the Review Body had repeated this year, should again be
rejected;

in view of the worryingly high level of the
recommendations of the Review Bodies and the TAC it was
essential for the awards to be staged+ The general
approach should be to implement pay increases of 7 per
LEHt from 1 April 1990 with the remainder of the
increases, including the "add ons", from 1 January 1991;

the additional payments for student nurses should be paid
with effect from 1 April 1990 in addition to the increase
of 7 per cent. Both nurses and the Professions Allied to
Medicine (PAM) should also receive the recommended changes
in London pay from that date:

SECRET AND PERSONAL




the staging for the TSRB groups should follow the & per
cent option in Annex B of the Cabinet Office paper;

the second and third instalments of the recommended
additional 10 per cent for judges in Grades 5-7 should be
paid on 1 August 1991 and 1 April 1992, so that the
staging would be completed by the final date envisaged by
the Review Body.

the award for teachers should be staged on the basis of
the Secretary of State for Education and Science's
preferred approach set out in paragraph 16 of hies minute;

the Government's decisions should be published on the
afternoon of 1 February with parallel announcements by the
Prime Minister on the Review Bodies and the Secretary of
State for Education and Science on teachers' pay and
conditions, both by way of Written Answer.

Continuing, the Prime Minister said it was agreed that the
detailed financing implications would need to be settled with
Treasury Ministers. However it was agreed that, in relation to
the excess costs falling on the hospital and community health
services there should be a contribution of £35 million for
England (£44 million for the UK) from the health authority
cost 1mprovement programmes: and as regards the costs falling
on the Family Practitioner Services £33.5 million in England
(£41 million for the UK) which was provided for related primary
care development should go towards the cost of the award.

It was further agreed that careful consideration would
need to be given to the presentation of the Covernment's
conclusions in relation to the percentage increase in the
overall costs for 1990-91, taking together all the Review Body
and ITAC groups as a whole. Treasury Ministers would co-
ordinate the preparation of briefing material; it was
important that this should emphasise that in general the
increases recommended by the Review Bodies would ba in payment
by the end of 1990-1, and that many of the people affected by
the awards would alsoc receive the benefit of annual increments.

I am sending copies of this letter to the Private
Secretaries to those wheo attended the meeting and to Stephen
Leach (Northern Ireland office).

S
(et

(PAUL GRAY)

Jchn Gieve, E=q.,
HM Treasury.




. PRIME MINISTER

PAY REVIEW BODIES AND TEACHERS' PAY

Following the series of bilaterals over the last few days, you
are holding a meeting tomorrow with all the Ministers directly
concerned both with the Pay Reviaw Bodies and teachers. Those
attending are the Lord Pr351dnnt LE;E‘EEancellnr Chancellor of
the Exchegquer, Secretaries of State for Wales, Employment,
EdEEEEIE; and Science, Health, anafEESEiE;E the Chief Secretary,
Chief Whip, Mr. Luce and Archie Hamilton. (Feter Brooke was
invited, but will probably be unable to attend.)

—————

There are two papers before the meeting:

Flag A - the revised versicn of the Cabinet Office paper on the
Review Bodies, which has been amended to take into account the
outcome of your bilaterals today.

—

=1

Flag B - John MacGregor's paper on teachers' pay. Ha indicates
his favoured option is implementation in full, but as agreed this

morning, he spells out a 7 per cent staging fall-back.

The issues raised in the two papers will need to be looked at in
parallel. You will want to consider whether to allow key
Ministers to make substantial introductory comments, or whether
to aim to move strglght to a discussion of the key points for

decision. You could perhaps compromise by just asking the
-“ I — T —
Chancellor to make some introductory comments and then move

sETRIGHE to the issues for declsion. I Slggest vou take them in
the following order.

Abatement.
Confirm agreement that the only abatement of the Review Body
and teachers' reccmmendations should be the DDRE proposals

oh consultants rejected last year (see paragraphs 9-10 of
T

Flag A).

G cach

Secure agreement that the across the board approach should

involve gtaging, with all the Review Bodies and teachers
SECRET




getting a 7 per cent pay increase on 1 April with the

remainder of basic increases plus add-ons Irom 1 January
e
1951,

Detailed Application of the general approach

(a) Armed Forces apnd Dogtors and Dentists

These are the two groups with the largest pay bill
increases under the basic 7 per cent approach, each
over 8 per cent. Agalnst that background, secure
agreement that there 1s no scope for any special
treatment for add on elements.

Hurses/PAMs and Teachers

These are groups where the pay bill costs of the basie
7 per cent proposal are lesg than 8 per cent. I
suggest you take the two together, because there is the

danger of Messrs. MacGregor and Clarke trying te bid up

against each other.

You have agreed that Mr. Clarke should get the extra
add-on of student nurses from 1 April (paragraphs 14-15
5? Flag A). You also agreed that the teachers should
get an incentive package from 1 April. The problem is

what to do in each case akout London. If nurses also
get their London pay from April, that would inevitably
knock on to PAMs, and critically it would tip the
overall pay E}T} both for nurses and Review Body groups
a8 8 whole to over 8 per cent. I have discussed this
possibility informally with Bernard, who feels that it
would be extremely difficult, if not impossible, to

present an overaIl pacRage for which the key figure

starts with an eight rather than a seven.
—— . ——)

But how can nurses/PAMs be denied their London pay if
teachers are to get their full 8.8 per cent (plus the
discretionary £750) from 1 April? o

SECRET




A possible approach would be:

For nurses/PAMs no special Londeon payments from

1 April +to 1 January; but as I understand it,

this would stIIl mean that some nurses who get

London pay as a pro rata percentage of baslc pay
would effectively get a 7 per cent increase in

London allowance from 1 April. That would appear

to be already included in the basic costing for

nursas.

For teachers, don't give 8.8 per cent frem

1 April, but limit it to 7 per cent and then pay
the 8.8 per cent (including backdating) from

1 JaﬁGE}§T__ﬁ;causa of the backdating this would
not save any money in 1990-91 as a whole. But it
would avoid the presentational problem of teachers
getting more than a 7 per cent increase for London
before January. The £750 discreticnary pay might
be allowed from April, but because it i=s

discrationary, treated as outside the settlement.
— e ———— - P—

—

an alternative for teachers would be to allow the
8.8 per cent from April, backdated to July 1989,

5EE~Ergue that since this reflects belated
settlement of the 1989 London Waiting claim, it
can be omitted from the percentage figures for the
1930 settlement.

=

Top Salaries

There are two issues here, brought out in paragraphs

16=18 of Flag A.

First, whether the top salary groups should get the
full 7 per cent - eguivalent to the basic
recommendation - from 1 April. When we discussed it
this morning, you were content with the option then
favoured by Robin Butler of a "¢ per cent option", as
brought out in Annex B to the Flag A paper. But this

SECRET




B

does involve some complications and an awkwardness in
that senior armed forces would only get a pay bill

increase in the year as a whole of 6.9 per cent. So an

alternative would be just to abate to 6 per cent for
those very top grades receiving a basic increase of

7 per cent and no more, and for the remainder toc be
staged under the basic 7 per cent opticn - see the
final sentence of paragraph 17 of Flag A.

— ——

Second, the staging of the extra 10 par cent for

judges. Paragraph 18 of Flag A suggests agreement to
the latest possible staging consistent with the TSRB
recommendations; I understand the Lord Chancellor is

likely to agree to this.

Financing

There are three issues to settle which you could handle as

follows:

A contribution from the existing health budget
(paragraphs 20-21 of Flag A). If there is any dispute
you might want to get the Chancellor, Chief Secretary
and Mr. Clarke to settle this ocutside the meeting.

A minor excess cost for the Lord Chancellor's
Department for which he wants to claim on the Reserve,
an apprecach the Treasury wish to resist. Again,
suggest this could be settled cut of the meeting.

Tegchers. Secure agreemant that there should be no
axtra grant to local authorities and that the cost of
the settlement (7.9 per cent) over and above the IAC
remit (7.6 per cent) should have a negligible impact on

community charges. —

Timetable

Unless scmething unexpected arises at the meeting, we should
be set fair for the Review Bodies to be brought to Cabinet

SECRET




thie Thursday, 1 February, and for you to announce the
cutcome by Written Answer in the normal way that afterncon.

The issue then is whether teachers should be in parallel.
Both you and Mr. MacGregor worked on that assumption this
morning. But you may want to check again exactly what the
timetable is for Chilver to deliver his final report, and

whether there is any awkwardness about pronouncing on it,
say, the very next day. The penultimate page of

Mr. MacGregor's minute implies that announcement this
Thursday of a staged package could be a bit messy.

—— e
b il

Ny UK

29 January 1990

1d c:payreview




SECRET AND PERSONAL

10 DOWNING STREET
LONDON SWIA ZAA

Froum the Private Seceelary

29 January 1990

1990 REVIEW BODY REPORTS

I enclose a copy of the 1990 Report of the Top Salaries
Review Body, as background for the meeting your Minister will
be attending tomorrow, 30 January. I should be grateful if vou
would engure this is seen only by your Minister and genior

officiales with a strict need to know.

Martin le Jeune Esg
office of Arte and Libraries

SECRET AND PERSONAL




10 DOWNING STREET

[OMDION SWIA TAA
Frovn the Private Secrefar

29 Jamuary 19390

1990 REVIEW BODY REFPORTS

I enclose copies of the 1990 Review Body Reports on
boctors and Dentists, Nurses and FProfessions Allied to Medicine

as background for the meeting your Secretary of State will be
attending tomorrow, 30 January. Would you pleace ensure that

these are seen only by your Secretary of State and thoge
pfficials who have a strict need to know.

I am sending a copy of this letter to Stephen Williams
(Welsh Office).

PAUL GRAY

Jim Gallagher Esg
Scottish Office

SECRET AND PERSONAL




PRIME MINISTER

Hector Laing rang to say that it was now proposed that the

Governor of the Bank's salary should be increased from £127, 000
to £145,000, rather than E200,000 as originally proposed. This
is a 14 per cent increase, coming 18 menths after the last, i.e.

just 9 per cent at an annual rate.

Hector considers this reasonable and hopes therefore that Yol
will not feel it necessary to mention it at tonight's dinner.
The salaries proposed for the other directors are being looked
at again. The increases, though smaller than originally

envisaged, are likely to be larger than for Review Body groups.

o

ANDREW TURNBULL

29 January 1990




SECRET AND PERSOMAL

CABINET OFFICE
7O Whitehall London 8WiA 248 Telephone 01-233

P 03Gl6
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HRAE;é;AI 29 January 1990

REVIEW BODY REPORTS 19590

I attach a note, co-ordinated by the Cabinet Office, which
summarises the main recommendations of this year's Review Body
reports and sets out possible courses of action for the
Government, as a basis for discussion at the Prime Minister's
meating tomorrow.

The note is being copied to the private secretaries to the Lord
President, Chancellor of the Exchequer, the Lord Chancellor, the
Secretaries of State for Wales, Employment, Northern Ireland,
Education and Science, Health and Scotland, the Chief Secretary,
the Chief Whip, the Minister of State, Privy Council Office and
tha Minister of State for the Armed Forces, and tc Sir Robin
Butler.

I would be grateful if private secretaries receiving this note
would be pers gponsible for its hapdling, for ensuring

that it jis not copied and for showing it, where necessary, only
d officials ed to see it for briefing purposes.

By

L

R T J WILSON

SECRET AND PERSONAL




CONFIDENTTAL
PAY REVIEW BODY REPORTS

Main recomendations Estimated increase in
paybill For 1000-01

Ffmillion percantage
DOCTORS AND DENTISTS 330(3) 1d.9(11(3)

(i) Basic increases:
Hospital amnd Commmity
Health Service - 9,.5%
General Medical
Practitioners ~11.58(2)1{3)
Geperal Dental
Practitioners -10. 5%

Repeat of last vear's recomendastions for
£1,000 addition to top of consultamt scale
(with consequential increases in awards)
plue an increase of top award From 95% to
100% of scale maximom.

Total increase of 15.2% for consultants
with top awards and 12.4% for all other
cansultants on scale maximm. [Increase
on 1040 recommended rates - 0, 5%).

{111 )£1,000 additional increment on top of
associate specialists scale, gFiving total
increase of 12,8%,

Notes: (1) Increase on 1989 recomended rates - 10 3%.

(Z) This is the intended increase in average et
remmeration; the new contract in particular
may result in comsiderable individual variations.

Some target payments for GMPs are recommended

as outaide intended average remmeration and are
not included in these figures. Using DoH estimates
of take-up and assuming pro rata expenses, these
wenild add 0.8% to (MPs average net remmeration and
some 0. 7% to the total paybill. [These Fipures
could not be deduced from the report |,

N.B. Figures in bold are in the report. Ihe other [igures can be deduced from
the report except where otherwise noted.

Because of various uncertainties in basic manpower and cost data available for
NRS in particular, inadvisable to use costings as a [irm basis for funding
decisions.

1.




CONFIDENTTAL

NURSES
(i) Across the board 9%.

{ii) Higher increases for lowest paid of
O.4-11.4%.
Ab-:-li;ti on of lowest age points, giving
16. 7%,
{Extra cost of giving more than 9% to
these I categories: £7.Zm).

{iii} Pupils/studenta: 12.6-13.4% (extra =
cost over 9%: £15.0m). — &2 |5

(iv) Psychiatric lead increased From
£275 to £350 (cost: £10.5m).

(v} Standby and on-call rates increased
by 30-51% and brought imto line with
FAM=' new rates (ocost: £2.1m).

London allowance: two=tier system
retained.  Supplements (% of
aalary) and weighting (cash sums)
adjusted and brought into line with PAMs!
new rates. Cost £13.3m, representing an
average increase of 12.5% but with widely
varving effect :
From To Individual increases! !
Inner London (qualified) OF « £081 5% + £1,550 £166-314
. " (unqualified) 5% + 2081 5% + £1,300 £346-361
uter London 52+ £081  S5F o+ £1,100 £146-171
Fringe 24% + £149 21F + £200 £64-77

(vii) Flexible pay pilot scheme: max. available increased to £12m (not
included in costings or pay increascs).

(viii} Senior pursing grades to be subject of supplementary report in Spring;
no provision made in this report for costs.

Largest increases in total pay for any significant numbers are for
pupils/stodents in Inner London who would get about 16%. An appreciable mumber
of wiqualified stalf in Inner London would get around 12-15% (with a very few
young people getting up to about 208).

Note (1}: Subject to any abatement for those in NHS accommodation.

i




CONFIDENTTAL

percenbagn
FRIFESSTONS ALLTED T MERICTINE 10.1
(i) Across the board 0. 755

(i1} Higher increases for lowest paid of
10.1-10.8%. (Extra cost of giving
more than O.753: £0.2m)

(iii) Standby & on-call rates increased
by O-24% (Cost: £0.6m)

liv) London allowance: two-tier system
retained. Supplements (% of
galary) and weighting (cash sums)
adjusted and brought into Line with
nurses' new rates. Cost £2.4m,
representing an average increase of
21. 3% but with widely varying effect:

From To Iodiliwidual
increasegll]

Inner London (gqualified) 5% + £1,267 5% + £1,550 £322-335
. " (ungualified) SE + £1,267 SE + £1,300 £63-71
Duter London 5%+ £757 5% + £1,100 £373-305

Fringe 287 + £149 21% + £200 £66-77

F'.IF.I

Largest increases in total pay are for staff in Outer London, ranging from 11-
158 At the other extreme some ungualified staff in Inner London would get

b Pl

only 8.7-8.8%.

Note(1): Subject to abatement for those in NHS accommodation.




CORFIDENTTAL

fmillion

AFMED FORCES 413
(i) Basic pay increase in range from B.7-9.5%
(ii)} Increase in 'Y factor' of 0.5%

Combined effect of (i) and {ii), with usual
tapering of 'X factor' for senior officers,

is increases in military salaries of 0.0-10.0%.
(Brigadiers down to Sergeants all within 9.0-
0.3%; Corporals to Privates 9.4-10.0%).
Average increase of 9.4%.

{iii) New system of retention incentives, based on
MID proposals, giving bonuses of £2,000 for
non-commissioned personnel for 6 years'
service a further E£2,000 for 9 years'
service- 1 For Army officers, bomises of
£6,5008 for 6 years' service and promotion to
Captain and a further £6,500 for 9 vears'
service and promotion to Major, in each case
with a commitment to serve a further 3 years.
These bonuses account for an increase of
about 1.4% on the total paybill.

Officers' flying pay restructured, as MOD
proposed, to encourage retention of more
experienced aircrew. Top rate increases

from £12.77 to E17.97 a day. Increases in
total pay For ahot half officers in receipt
of flving pay of aroamd 14-15%, and an overall
range of 7-18%. (Paybill affect of 0.1E).

Some changes in bases of food and accommodation
charges, most particularly in removal of rates
element in accommodation charges in England and
Wales. (Overseas the rates clement will be
replaced by a “"facilitics charge" determined by
HOD ) .

Lowest increases: University cadets - 4.1-6.0%.

Highest increase: Junior under 164 {abolition of lowest
age poinmt) - 23.0%.

Note: (1) Amounts will vary for some personmel already serving to Lake
account of their existing terss of engagement.




CONFIDENTTAL

TOP SALARTES

Basic increase of 7% for Permanent Secretaries and above and comparable top
posts in armed forces ((DS and 4 star officers) and in judiciary (High Court
Judges and above)., Targeted inecreases for other groups of posts  included

e Lok

Civil Service fthousand % on senior

civil servieco

paybill

.8

(i) Basic increase of 7% (not on London
Allowance )

(ii) London Grade 3s an additional £1,200
(increases total from £4,100 at new min.
to £4500 at max.)

(iii) All Grade 2s: £4,500 (7% basic plus
additions) - as for London Grade 7 max.
Extra cost over T3:

Performance-related pay scheme for Grades

2 & 3, as proposed by Govt.; with 2% pross
on Grade 2 & 3 paybill to fund payments
above standard increase. Will be
transitional net costs until scheme matures
to become self-financing; estimated net
cost in 1900-01 a little over 1E of senior
civil service paybill. Also implementation
costs in 1000-91 of restructuring to remove
incremental points; on basis of figs.
supplied by Treasury we esbimate this at
about £% of senior eivil service paybill.

Eesultant pay increases:

Grade 1A and above: 7%

Grade 2: 7.5% at max, increasing to 5.9%
at min.

Grade 3 in London: 0.1-0.6%

Grade 3 elsewhere: 7%

Grade 25 and 35 presently below the normal ly
attainable max. would pet additional
assimilation increases, as Govt. proposed,
giving individuals totals between 11.5-18.79
(including basi 7%): in effect bringing
forward increments due late this year or
next under current arrangements.




(i) Basic increase of 7% s 7.0

{ii) Additiomal 2.75% for 2 & 3 star officers . 2.3

Judiciary % on judicial
paybill

{1) Basic increase of TE

{ii) Additional 10% for Groups 5 to 7 (Senior
Circuil Court Judges and below).
Recommended to be staged over I yvears,
with S¥ from 1.4.90, costing in 1990-91:
If staged in equal parts over ] years,
cost in 1900-91 8

Owverall paybill costs for remit groups as a whole would be 9.4% with 3 year
gtaging for the judiciary or 10.2% with I year staging. These figures exclude
the transitional and implementation costs of performance pay, which might add
about 3% to the overall paybill.

The drafting of the report i= not vet complete so it is nol certain which
figures will be explicit, but it is intended that nome of the paybill
implications will be in the report or derivable from it.




REVIEW BODY REPORTS 1950

The five Review Bodies have now reported. Their
recommendations are summarised in annex A. The key figures are as

follows:

Review Body Pay bill Range of UK public
increase increase expenditure
in 1990-91 cost(1)

i £m
Armed Forces (AFRB) : 458

Doctors & Dentlsts
(DDRB)

Professions allied to
medicine (PAMs)

Nurses and midwives
(NRB)

Top salarie=s (TSRE) " 10

{1) The figures for public expenditure cost differ from thosa in
the Review Bodies' reports. Their figures do not include some
costs which count as public expenditure.

(2) Payments to GPs for achieving higher targets for
immunisation and cervical screening are recommended by the Review
Body as outside intended averaga remuneration. For a GP who
achievaed all tha targets this could mean an extra £3,120 per
yvear. The payments would add some 0.3% to the total pay bill and
are included in the £423 million.

(3) A wery faw young staff would receive higher increases of up
to 19.7%. The figqure of £630m. includes the cost of flexible pavy
schemes for nurses, recommended by the Review Body. It does not
include the cost of any corresponding increases in bursaries from
September 1990 under Project 2000 which could cost up teo £1.5m.,
nor does it include the cost of any increases for senior nurses
which are to be the subject of a supplementary report by the NRB
in tha Spring and could cost up to £8 million for a comparable
Review Body award plus a further £8 million for restructuring.




PAY AND PRICE MOVEMENTS EILSEWHERE
2. Tha Review Bodies' recommendations compare with:

i a year-on-year increase in underlying average earnings
for the whole economy of 9 1/4 per cent in November;

ii. an average level of settlements for the whole esconomy
since the start of the pay round of 8 1/2 per cent. In the
private sactor alsoc the figure is 8 1/2 per cent:

iii. a year-on-year increase in the RPI of 7.7 per cent in
December ;

iv. the final offer to ambulance workers of 9 per cent over
18 months from 1 April 1989, equivalent to 6.5 per cent for
the 12 months from 1 April 198% followad by 7 per cent for
tha & montha from 1 April 19%0. With additiona for London
and a minority of staff with paramedical skills, the total
pay bill incresase will be just over 10 per cant over the 18-
month period;

Ve the remit to the Interim Advisory Committea on
teachers' pay which is based on a 7.6 per cent increase in
the pay bill.

3 Ministers will wish teo have in mind the possible
implications of their decisions for health service groups not
covered by the Review Bodiea (the PES provision for Whitley
negotiations for these groups assumes a 7.5 per cent increase in
their pay bill) and for civil servants in executive and clerical
grades, both of which have 1 April as their settlement date, as
well as possible wider repercussions.

FINANCING

4, The Ministry of Defence have confirmed that the AFEB award
could be afforded within the provision made in the Estimates for
1980-01 .

8. Thera should be no difficulty in financing the TSRB
increases within current provision except for the award to the

judiciary. The cost for some 324 judges in groups 5-7 who are
paid out of the Lord chancellor's Department Vote would exceed




current PES provision by £1 million in 1990-91.

B, The biggest requirement for financing arises o©on the MNHS
groupg. The total cozt of the recommandations in excess of the 5
par cant curreantly provided in PES for these groups' pay is £520
million (UK) (£422 million in England). OFf this, £442 million is
for the cash-limited hospital and community health services and
£77 million for tha family practitionar services which are not

entirely cash-limited.

r By convention the award for HCHS doctors and dentists is
also applied to cglinical academic staff working in the HHS but
employed by the universities. They number about 3,500 (full and
part-time) and the full-yvear cost would be £9.4 million con a UE
basis. The universities are considered to have some B% in their
existing plans for this group; so that there would be a shortfall
of £1.3 million in 1590-9%1 if the award were to be implemented in
full frem 1 April 1990.

THE OPTIONS

8 . One approach would be to accept tha awards 1in full.
Ministers may however wish to consider options for abating or
staging the awards, and for financing the cost in excess of

provision.

Abatement

8. Abatament of the recommendations could be applied either to
tha basic increases or to the additional payments proposed over
and above the basic increases. TSRE apart, there has been only
one abatement across the board (for the DDRB in 1981) and that
was restored in 195284. Abatement 1s traditionally regarded as
the least acceptable method, not only to the professions but to
the Review Bodies themselves who 1in recent years have set

considerable store by the fact that each year's recommendations

have been in full payment by the date of the following report.




10. The main candidate for abatement this year is the award to
consultants by the DDRE. Last year the Government rejected the
DDRB's recommendations on extra increases at the top of the

consultants' gcale and in the size of A+ awards for consultants

on the ground that improving the long-term career structure for
hespital doctors could be achieved better by the creation of 100
additional censultant posts over 3 years, promised in "Working

for Patienta". The Review Body this vyear says that the
Government's reasons "are not clear and compelling, and we do not
find the Government's explanation convincing". They therefore
recommend reinstatement of:

L. an increase of £1,000 at the top of the consultants®
scale. This would increase the salary of consultants at the
maximum by l1l2.4 per cent. All distinction awards would as
result increase by 12.4 per cent since their size is related

to the consultant maximum.

1l. an increase in the A+ distinction award from 95 to 100
per cent of the consultant =cale mnaximum. Consultants
enjoying this award as well as the increase at the top of
the scale would get 15.2 per cent.

M sters ma tions this
year would imply that rejection last vyear was wrondg. The
recommendations, if accepted, would add 0.6 per cent to the pay
bill for the DDRB group as a whole.

Staging

ll. For other awards the alternative is to stage their
implementation so as to reduce the size of the ilncrease from
April 1990 and the cost in the year 1990-199%91. Table A attached
illustrates this option on the following basis:

- a set parcentage of the award for each group would be
paid with effect from 1 April 1990 (eg. 6 per cent, 6.5 per




cent, 7 per cent):

e ————— e
ii. the balance, if any, of the award would be paid from 1
Japnuary 1591 so that only one gquarter of the cost of this
remaining increase would fall on the pay bill in 1390-91;

iii. the table shows what the increase in the pay bill for
each group in 1550-91 would be if this staging were adopted.
(The DDRB award for consultants is assumed to be rejected:
see paragraph 10 above).

12. This staging would allow all the recommendations (with the
minor exceptions in the footnote to the table) to be implemented
in full by the time the Review Bodies report again next year,
while still holding down the level of increases recaived by the
groups concerned in 1990-91. The "7 par cent option"™ in
particular, if implemented a= shown, would keep the average
increase in the pay bill for Review Body groups as a whole at
around 7.9 per cent in 1990-91. Ministers are invited to decide
whether to adopt the "7 per cent option" as the general approach
for Review Body groups, with 7 per cent of each award being paid
from 1 April 1950 and the rest from 1 January 1991.

13. If this approach is adopted, there will need to be decisions
on how it is to ba intarpreted in relation to particular groups.

Hurses and PAMs

14. The recommandations for the nurses and PAMs include a number
of additional payments, summarised in paragraphs 11 and 12 of
annex A, including in particular:

Increases in the pay of
student nurses [£15.6m)
Changes to London pay (E13.3m)

Same rates of London allowance
for PAMs as for nurses (£2.4m. )
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for student purses should be paid with effect from 1 april, in
addition to the increase of 7% paid from that date: to consider
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date for the nurses; and.if so, whether similar pavments should
alse be made for the PAMs. Paying the increase for student
nurses from 1 April 1990 would take the increase in the pay bill
for nurses in 1990-91 under the "7 par cent option"™ to 7.9%% and

would mean that the overall increase in the pay bill for all
Raeview Body groups as a whele would still round down to 7.9%.
Introducing the changes in London pay from 1 April 1990 would
take the increase in the pay bill for nurses in 1990-91 to B.1%
and would mean that the overall increase in the pay bill for
Review Body groups as a whole was 8%.

TSRB

16. The application of the "7 per cent option®” to the TSRB
groups is shown in annex B. The TSREB's recommendation for the
most senior grades within the group is that they should receive a
7 per cent basic increase with no additional payments; so that,
alone of all the staff covered by the Review Bodias, thasa grades
would receive their recommended increase in full from 1 april
1950,

17. Ministers may wish to consider therefore whether a "6 per
o = 1] ]

TSEB. One possible approach is shown in annex B which would
reduce tha increase in the pay bill for the TSRE groups to around
7 per cent in 1990-91. An alternative would be for those grades
which receive a basic increase of 7 per cent and no more
(permanent secretaries, top judges and 4 and S-star officers in
the armed forces) to have theilr increase staged on the basis of &
per cent from 1 April 1990, 1 per cent from 1 January 1991; and
for the remainder of the group to be staged under the "7 per cent
option®.




18. The recommendations for the judiciary include 10 per cent
staged over 2 years for judges in groupa 5=-7, in additien to a
basic increase of 7 per cent. The TSRB considered the
possibility however of staging the 10 per cent over three years.
A decision is needed on when the later stages should be paid.

Ministers may wish to agree that the second and third instalments
of the 10 per cent for judges in grades 5-7 should be paid opn 1
August 199] and 1 April 1993. This would mean that the staging

would be completed by the final date envisaged by the TSEB.

FINANCING OPTIONS

Financing the extra cost to the NHS

19. The hospital and community health service excess cost could
be met either from within Health Autheorities' existing
allocations eor from the Reserve. There are the following

options:

Ls meeting the cost in full from Health Authorities®
existing allocations. However, this was not the basis of
the health PES; and Authorities could not accommodate extra
costs on the scale implied by full implementation from 1
April 1950 without massive reductions in patient services.
This solution has been ruled out in recent years:

ii. meeting the cost in full from the Resarve., This would
be helpful in securing co-operation on the health reviaw
changes, but might give the wrong =signal to the Raview
Bodies for the future by removing the pressure on them to
moderate their recommendations;

iii. spreading the cost between the Reserve and Health
Authorities' allocations. This could send the right signals
to the Review Bodies, without unacceptable consequences for

patient services.




20. Ministers are invited to congider whether option iii should
be adopted and, if so, what the contribution frem the Health
Authorities should be. The Secretary of State for Health is=s

preparad to consider a contribution of up to £35 millien for
England (£44 million for the UK} from the Health Authority cost-
improvement programmes, depending on the overall decisieons

reached on the awards. The Chancellor of the Excheguer considers
£35 million (£44 million for the UK) to be the appropriate level
of contribution.

21. As to the cost falling on the Family Practitioner Services
(FP8), the Secretary of State for Health is alsc disposed to
agree that £33.5 million (England) which was provided for related
primary care development should go towards the cost of the award.

The comparable UK figure is £41 millien. This would finance
almest completely the cost to the FPS of all options except full
implementation, and would exceed the cost to the FPS of
implementing the "7 per cent option" in Table A. Ministers are

invited to agres that the FPS should make this contribution.

Financing the extra cost to the Lord Chancellor's Department

22. 5taging under the "7 per cent option" would reduce the
excess provision on the Vote of the Lord Chancellor's Department
to £400,000. The Lord Chancellor's Department would want to make
a claim on the Reserve to meet this requirement. The Treasury
would want the amount to be absorbed within existing provision.

PENSIONS

23. In accordance with current practice, pensions should follow
salary rates in payment and not any notional salaries. If the
Government decides to defer or stage any Review Body awards,
members of the review body group in question who retired during
the period affected would suffer a permanent loss of pension. In
particular, a pay award lower than inflation would mean that the
pensions of those retiring before 1 April 1%%0 would overtake




thoze who retired after that date. Thies affeact is more marked in
the case of the Armed Forcas Pansion Schama.

TEACHERS' PAY
24. The Secretary of State for Education is eireulating a

separate paper on the recommendations of the Interim Advisory

Committee (IAC) on teachers' pay. Ministers will wish to ensure
that there is a reasonable consistency of treatment with the

Review Body reports.

TIMETABLE AND NEXT STEFS

25. There 1is no Parliamentary process for the Review Body
reports except that an Order in Council is necessary to maintain
the differential between the salaries of the Lord Chancellor and
the Lord Chief Justice in accordance with declared Government
policy. This regquires an Affirmative Resolution in both Houses.
The Order will have to be made in April if the Lord chancellor is
to receive his increase at that time. The debate on tha
resolution has in the past created an opportunity for debate on
the whole TSRB report.

26. The intention is to remove the regquirement by including a
provision in the forthecoming Parliamentary Pensions Bill. This
Bill has now been drafted but has yet to be introduced. Ite
timing is =still unclear since it is awaiting a slot in the
timetable and a decision about broadening its scope to include
another provision. But the Bill seems unlikely to receive Royal
Aszent before 1 April unless it is speeded up.

CONCLUSIONS
27. Ministers are invited:

xn to decide whether to reject again the DDRB
recommendations which the Government rejected last year on
extra increases at the top of the consultants' scale and in

the size of A+ awards for consultants (paragraph 10);
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1i. to decide to adopt the "7 per cent option" as the
general approach for Review Body groups, with 7 per cent of
each award being paid from 1 April 1990 and the rest from 1
January 1991 (paragraph 12);

iii. to agree that the additional payments for student
nursas should be paid with effect from 1 April, in addition
to the increase of 7% paid from that date; to consider
whether the changes in London pay should also be paid from
that date for the nurses: and, if so, whether =similar
payments should also be made for the PAM=s;

i, tn decide how the recommended increases for the TESRB
groups should be implemented (paragraphs 1€ and 17):

Va to agree that the second and third instalmenta of the

10% for judges in Grades 5-7 should be paid on 1 August 1991
and 1 April 19%2 (paragraph 18):

vi. to decide how the cost of awards for HNHS groups in
excess of provision should be met (paragraphs 20 and 21);

vii. to agree to publish all the Review Body reports , and

the report of the IAC on teachers' pay, on Thursday 1
February and to announce the decisions by way of written
answar to an arranged Parliamentary Question on that day.

CABINET OFFICE
29 January 1990




TABLE A
OPFTTONS FOR STAGIHG REVIEW BODY REPORTS
NURSES PAMs DDRE
6 PER CENT OPTION

6% from 1 April 20 HCHS C5
RBest from 1 Jan %l . GMP i AF
GO J

overall overall

6.5 PFPER CENT OFTIGON
HCHS - Bl
5.5% from 1 April so : T.4 GMP o AF
Rest from 1 Jan 91 GOP 3 J
overall overall

7 PER CENT OPTICN

HCHS & C5

7% from 1 April 90 7.8 GMP , 8.1 AF
Fest from 1 Jan 91 GOP £ J
overall 8. overall

B.5 PER CEHT OPTION
HCHS - CcE
B.5% from 1 April 20 B.9 GEMP : 9.2 AF
Fest from 1 Jan 91 GOE J
overall overall

9 PER CENT OPTICH
HCHES 9. Cs
9% from 1 April 90 : 9.3 GMP ; 9.6 AF
Rest from 1 Jan 91 ahp T
overall z ovearall

NOTES

13 It is assumed that Ministers will wish to reject again the
DDRE recommendations which they recommended last year, on the
extra £1,000 for consultants and the A+ distinction awards (see
para 10).

2. It is also assumed that the introduction of the new
performance pay scheme for grades 2 and 3 in tha Civil Servica is
deferred until 1 April 1991, but that the restructuring of the
bottom of the grade 3 scale takes place from 1 August 1590.

3. For the judiciary it is assumed that the balance of the
increase of 17% for senior county court judges and below is phased
in three stages with one-third paid on 1 January 1991.

SECRET




ANKEX A
SUMMARY OF RECOMMEMDATIOHNS

o A This annex summarises key points in the Review Body reports.

AFRB
2. The AFRE propose a basic increase in the range of 8.7-9.5% for
the armed forces plus tha following additional payments:

% of pay bill
a new system of retention incentives 1.3

an increase of 0.5% to 10.5% in the X
factor reflecting differences betwean
service and civilian conditions not taken
directly into account in assessing pay
comparability

rastructuring of offlcers' flying pay to
encourage retention

A The retenticn incentives are bonus schemes proposed in

rasponse to present manning difficulties. This argues for their
introduction frem 1 April 1990. But they could be deferred until
January 1991 under a staging approach in order to reduce the pay
bill increase in 1990-91.

4. The pay rates recommanded by the AFRE include an increase of
0.5% in the X factor as a token of their concern that the relative
disadvantages of service life have increased. The additional 0.5%
could be paid either as part of, or additional to, the first stage
paymant or as part of the second stage payment from 1 January 1991.
Table A assumes that it is paid as part of the second stage payment
from 1 January 1991.

TSREB

5, The TSRB have recommended a basic 7% increase for all groups.
They have also recommended a number of additional payments. The
following table lists these, and the pay bill increase resulting
from them:

$ increase in
pay bill for
TSEB group as
a whola:

£1,200 addition to Grade 3 London
Allowance with conseguential for Grade 2

SECRET




Restructuring of bottom of Grade 3
and Grade 2 scales

New performance pay scheme

Additicnal 2.75% for 2 and 3
star officers

Additional 10% for senior circuit judges
and below if phased over 2 years as
recommended (1f phased over 3 years

which they mention as a possibility: 1.67%)

DDRB

Consultants

6. The main issue on consultants is whether to reject the
recommendation to reinstate elements of the consultants' package
which were rejected last year: see paragraph 10 of the main text.

Other DDRB groups
g 1 The other additional payments recommended by the DDRB, with an
indication of their pay bill effect, ara:

Pay bill
effect
%

R Higher increases for General Medical

Practitioners (11.5%) than for hospital doctors

(9.5%) because of their new contract, plus a

further 0.B% for those GMPs who meet higher

targets making 12.3% in all.

ii. Higher increases for General Dental
practitionars (10.5%) because of their
new contract.

iii. £1,000 additional increment on top of
the associate speclalists' scale, giving total
increase of 12.8%. 0.02

8. The higher basic increase for GMPs, 2% above hospltal
doctors, is the amount in the DDRB's recommendations which is
intended to pay the average GP for the additional work expected
under the new contract coming inte effect on 1 April. Capitation
will form a much higher proportion of income than at present as a
result of restructuring the fee scale. The new contract is
performance-related in the sense that individual G6Ps will be paid
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only if they do the work and attract and retain patients on their
list. The contract will therefore result in considerakle
variations in pay as between individual GPs. For instance, those
hitting specific targets for vaccination, immunisation and cervical
cytology will be paid more than those who do not; and there will be
financial incentives to run health prometion clinies, carry out
minor surgery, keep up to date with post-graduate education and
provide child health survelllance services. In addition GPs will
on average be able to earn a further 0.8% on top of the 2%
differential if they meet higher targets for vaccination and
immunisation and for cervical cytology. For an individual GMP who
achieves all the targets this would result in a payment of £3,120
per year.

9, In the case of GDPs the additional 1% is similarly intended
to compensate dentists for the extra work which they will be
encouraged to undertake under their new contracts from 1 October.

10. The additional increment of £1,000 for asscciate specialists
iz intendad to recognise their responsibilities and long hours.
Around 650 would be eligible with effect from 1 April 1990 at a
basic cost of some £650,000. The reascn for rejecting a similar
recommendation on consultants last year is not applicable to
agsociate specialists since no extra posts have been created.

NURSES AND PAM=
11. In addition to an across-the-board basic increase of 9% the
NEB recommends the following payments:
Pay bill effect(%)
(additional cost in
the UK £m.)
Increases in pupil/student pay
of 12.6-13.4% 0.28 (15.6)

Changes te London pay representing
an average increase of 12.5% but with
widely varying effect : {13.3)

Increasing the psychiatric lead from
£E27T3 to E350 (10.5)

Higher increases ranging from 9.4% to
11.4% for the lowest paid staff J (T.2)

Increases in standby and on=-call
allowances of 30-51% 0.04 (2.1}

For PAMa the NEB recommends additional payments as follows:

Increasas of 10.1 - 10.8% for the
lowest paid 0.04 (D.20)




Same rates of Londen allowance as for
nurses, representing an average increase
of 21.3% but with widely varying effact 0.46 (2.4)

Standby and on-call rates increased
by 92- 24% 0,12 (0. 8)

13. In the Treasury view there are fairly strong arguments on
merit against all these proposals for additional payments to nurses
and PAMa. In particular:

L the higher increases for the lowest paid nurses undermine
the restructuring introduced last year at a cost well over (1
billion;

ii. the higher increases for pupil/student pay, if allowed to
knock on to student bursaries, will separate student nurses
further from other students , against the intention of Project
2000;

iii. the increase in the psychiatric lead is a bad way of
tackling the difficulties of recruitment and retention because
it would spread a large sum of money too thinly to have much
effect. Use of existing flexible pay supplements would be
better.

Rejecting these three recommendations alone would save £33 million
a year.

14. The Secretary of State for Health's view is that the 22%
increase in the numbar of eldearly people betwaen 1385 and the end
of the century is already creating a greatly increased demand for
both nurses and PAMs; and that with a vacancy rate for qualified
nurses at 3.8%, an increasing vacancy rate for ungqualified nurses,
and shortages of PAMs ranging from 5.5% for qualified staff in
genaral to 14% for occupational therapists in particular, these
paymants are justified on their merits.

15. In deciding how to treat the nurses and PAMs Ministers may
wish to bear in mind:

ia. the coat. The optiona for financing the cost of full
implementation, in excess of existing provision, are
considered in para 36 onwards below. The additional cost of
full implementation compared with the 7% option in Takle A
would be some £145 million for nurses and PAMs.

ii. the rationals. If nurses and PAMs were to be given
special treatment there would have to be a clear rationale
which prevented it being taken as the "going rate" for other
groups in the public and privata sactors.

One possible rationale would be the need to recruit and retain
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a sufficient number of nurses to meet the NHE' reguirements:
the NRB report anticipates "difficult times ahead"™ (para 22)
in terms of falling numbers of school leavers: and, 1t can he
argued, there are also the increasing demands on the NHS, in
particular of an ageing population. It is for consideration
whether this rationale could be sustained, given the
Government's evidence and the NRB's recognition that the
recruitment of nurses improved in 1989, and whether it could
be confined to the nurses and PAMs.

iii. non-Review Body groups. There could be repercussions
for non-Review Body groups in the NHS and elsewhere who would
wish to follow the nurses as a precedent.

CABINET OFFICE
29 January 1990
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OPTIOHNS FOR STAGING THE TSREB GROUPS

Ministers may wish to consider two options for staging the TSRE
groups. Both assume that the new performance pay scheme for senior
civil servants in grades 2 and 3 is dalayved until 1 April 1991,

SEVEN FPER CENT OQOPTION

Senior Civil Servants % of pay bill
for esach group

Basiec increase of 7% from 1 April 1990 6.8
Increase in London allowance atc. from

1 January 1991

Scale restructuring from 1 August 1930

Increase in pay bill in 19%0-91
armed
i. Basic increase of 7% from 1 April 1990

ii. Balance of award from 1 January 1991

Increase in pay bill in 19%0-91

Judiciary
ie Basic increase of 7% from 1 April 1980

ii. First instalment of 10% award to senior
circuit court judges from 1 January 1991

Increase in pay bill in 19%0-51

/G pea cent OPTIoN everieaf
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EIX PER CENT OPTION FOR TSRB GROUFS

An alternative would be to stage the package for the TSRB groups
under a "6 per cent option" as follows:

Senior Civil Servants % increase in

pay bill in
1950-91

Basic increase of 6% on 1 April 1590
Remaining 1% on 1 January 1991

Scale restructuring from 1 April 1990
Increase in London allowances etc. fraom
1 January 1591

Increase in pay bill in 1950-91

Senjor Armed Forces

1 Basic increase of 5% on 1 April 1990
ii. Balance of award on 1 January 1981

Increase in pay bill in 1990-91

Judiclary

Basic increase of 6% on 1 April 1990
Balance of remaining award (3 1/3% for
senior circuit court judges, 1% for the
rast) on 1 January 1991

Increase in pay bill in 1990-91
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10 DOWNING STREET

LONDON SWIA JAA
From the Private Seceetary

<6 January 1990

hm._\ma

Further to my telephone c¢all this morning, I am writing to
confirm that the meeting we discussed on pay review bodies will
be held here at No.l10 on Tuesday 30 January. The meeting will
begin at 1145 and will last approximately one hour.

I am copying this letter to the Diary Secretaries to the
Lord Chancellor, the Secretaries of State for Employment, Wales,
Northern Ireland, Education and Science, Scotland and Health, the
Lord President, the Chief Secretary, the Chief Whip, the Minister
of State, Privy Council 0ffica, the Minister of State for the
Armed Forces and te Sir Robin Butler and Richard Wilson (Cabinet

office). - i

Alan Houmann, Esg.,
H.M. Treasury.
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HHLERiiF : cc Sir Robin Butler

TOP SALARY REVIEW BODY

e

L ¥You asked me to let you have today a note about the options
for the pay of senior civil servante covered by the TSRB.

2 I have not bean able to discuss what follows with Sir Robin

—eeee

Butler. It is therefore subject to any advice or further options

which he may wish to put forward on Monday.

——

options
i % I attach a note which illustrates six possible approaches.

The figures relate only to the pay bill for senior aivil

servants, not for the TSEE group as a whole, and have been
eleared with the Treasury.

=

Option 1 =showse what the full cost of +the TSRB's

recommendations would be if implementeg in full from 1 April
1990: £3.3 million representing &' 10.9%)increase in the pay
bill for 1990/91. This option has, of coursa, beean ruled

out. o ;

Option 2 shows the effect of applying the "7% approach™
which it is intended should apply to all other review body
groups: the cost is £2.3 millicn reprasentin%iiff:jnf the
pay bill for 1990/91. (The option assumes that the proposed
restructuring of the bottom of the grade 3 scale takes

effect from 1 April 1990 so as to ease the problem of
inverse differentials which now exist between Grade 3s and

SECRET AND PERSONAL
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the grades below, and will be made worse on 1 August when

——

thosae grades receive their next pay increasa.)

Option 3 illustrates the appreoach which was suggested at the
Prime Minister's meeting on Wednesday of paying 6% from 1
April 1990 but introducing the new performance pay scheme at
the same time. It costs £2.6 million, B8.7% on the pay bill
for 19%0/91, and is clearly very high.

—

g . The remaining three options look at possible ways of staging

the awards so that the basic ﬁhymant from 1 April 1990 is less
than 7%:

Pption 4 shows the effect of paying(gg)frﬂm 1 April 1950,
ol.

with the balance from 1 January 19 Tha cost 18 £2.1
e —

million, 6.9% on the pay bill in 19%0/91.

Option 5 shows the effect of increasing the payment from 1
April to 6.5%. The cost would be £2.2 million, 7.3% of the
pay bill in 1991,

Option 6 sets out a possible variant of option 4, paying the
increase in the London allowance for Grade 32 on 1 August
1990 rather than 1 January 1991. But the cost comes out at

£2.3 million or 7.7% of the pay bill, marginally higher than
the "7% option". .

==

5. If Ministers were to favour one of the 6% or 6.5% options
there would also need to be decisions on:

-5 what the public rationale would be for treating civil

sarvants differently from other review body groups; and

—

-

ii. whether similar treatment should be devised for the
senior armed ferces and judiciary also covered by the TSRB.

Their awards are structured differently and we would have to

SECRET AND PERSONAL
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21

work out a way of bringing out their settlement at the
desired figure.

Judiciary
B I understand that the Lord Chancellor's Department have now
consulted the lLord Chancellor on the guesticon of staging the TSRB

award for the judiciary, and that his views are as follows:

-8 he appreciates that staging additional payments will
almost certainly be necessary but hopes that it can ba
avolded for basic increases which, 1in the c<case of the
————
judiciary, is 7%. If, however, it were decided to award a
[e—1
higher, or lower, figure for other groups from 1 April 1990,
he thinks that the judiciary should ba in no different a

=

position from any other group;

o

ii. as to the staging of the additional 10% for groups 5 to
_E_E!-f the judiciary, assuming that the first instalme-r?is
paid on 1 January 1991, he appreciates the difficulty of
meeting the TERB's recommendations that the process should
be completed by 1 April 1991. He is wvery strongly of the

view, however, that staging for the lower judiciary should

be completed over two yvears and not therefore extended
beyond 1 April 1992 4F the latest.

T We will clarify precisaly what thi= means with the Lord
Chancellor's Department on Monday. But it appears to point to
paying the judicmﬁpril 1990, and the balance in
three instalmente on :-l-ﬁ.nuary 1991, 1 September 1991 and 1 April

1992, This would produce an increase of around 7.7% in the

paybill for the judiciary in 19%0/91. ——

By

——
]

E T J WILSON
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OPTIONS FOR SENIOR CIVIL SERVANTS COVERED BY THE TSRB

The pay bill for this group (basic pay bill plus London allowance
for Grade 3s) 18 £30.1 million.

OFTTION 1= IMPLEMENTATION OF THE TSEB REPORT IN FULL FROM 1 APRIL
19490
£m %

Basic increase of 7% from
1 April 1990

Cash sum of 2% for Grades 2 and 3
for the new performance pay schame
from 1 April 1990

Restructuring of the grade 2 and 3
scales from 1 April 1590

No diseretionary inocrements on
1 October 19%90

Increage in Londeon Allowance for
Grade 3 and min/max for Grade 2

TOTAL 1930-21

OFTICHN 2: STAGING UNDEER "7 PER CENT OPTIOH"™

Basic increase of 7% from
1 April 199D

Performance pay scheme delayed until
1 April 1991

No discretionary increments from
1 October 1990

Increase in London allowance etc.
from 1 January 1991 0.148
Scale restructuring from 1 April 1990 0.172

TOTAL

SECRET AND PERSONAL
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OPTION 3: PAYMENT OF 6% FROM 1 APRIL 1990, PIUS INTRODUCTION OF
PERFORMANCE PAY SCHEME FROM 1 APRIL 1990 (option suggested at
meeting on 23 Jamuary 1990)
£10
Basic increasea of 6% on 1 April 1590

Eemaining 1% on 1 January 1991

Performance pay scheme from
1 April 1990

NHo discretlonary ilncrements on
1 October 1990

Bcale restructuring from
1 april 1990

Increasa in Londeon allowance atco.
from 1 January 1991

TOTAL £2.6m B.7%
OPTION 4: PAYMENT OF 6% FROM 1 APRIL 1990 DELAYING PERFORMANCE

PAY SCHEME UNTIL 1 AFRIL 1991

£m

Basic increase of 6% on 1 April 1990 1.761

Remaining 1% on 1 January 19951 0.073

Performance pay scheme from
1 April 1991

No discretionary increments from
1 October 1990

Scale restructuring from 1 April
1990

Increase in London allowance etc.
from 1 January 1991

TOTAL

SECRET AND PERSONAL
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OPTION 52 6.5% FROM 1 APRIL 1990 WITH BALANCE FROM 1
1991 AND PERFORMANCE PAY DETAYED ONTIL 1 APRTL 1991

Em

6.5% from 1 April 1990
plus 0.5% from 1 January 1991

Performance pay delayed until
1 April 1991

No discretionary increments etc.
on 1 Qctober 1990

Increasa in London allowances eto
from 1 Januar]r 1991

Scale reetructuring from 1 April 1990

TOTAL . 7.3%

OPTION 6: VARTIATION ON "“6% OPTIOH™ WITH INCREASE IN LONDON
ALTOWANCE PATD FROM 1 ADGUST 1990

6% from 1 April 1950

1% from 1 January 1991

Performance pay delayed until
1 April 1591

No discretionary increments on
1l October 1990

Increase in London allowance ate.
from 1 August 1990 0.395
Scale restructuring from 1 April 1990 0.172

TOTAL

SECRET AND PERSOHAL




PEIME MINISTER

REVIEW BODTES

I sent down to Cheguers in the first box on Friday a note for

your talk with Tom King on Saturday.

I now attach to this minute three further notes on outstanding

——y,

aspects of the Review Bodies package:

Flag - A note for a further bilateral talk with Jchn MacGregor
echeduled for 1145 on Monday.

—

A note for another talk with Eenneth Clarke at 1215 on

Monday, which the Chancellor will alsoc be joining.

A note from Richard Wilson summarising the options for
the handling of the TSRB report.

The TSRB report itself has now been submitted and is at Flag D.

Richard's note at Flag C sets out the coptions but does not give

a precise recommendation; Sir Robin Butler has been out of the

cffice today and we have been unable to consult him.

There are two main issues to settle:

(i} hoew to handle senior civil servants;

(ii} the Judiciary.

P

Senior Civil Servants

Sir Robin Butler suggested at your meeting last week the

possibility of paying just & per cent from 1 April for this group

bhut introducing the new performance pay scheme at the same time.

This is set ouy as optien 3 in the Wilson note. It seemns to
imply unacceptably high pay bill costs for 1950-91.

SECEET




If that is ruled out, the choice is between the basic 7 par cent
appreach being adopted for other Review Body groups (option 2) or
various ways of having a tougher approach for senior ciwvil

servants than cothers [(cptions 4-5).
a—— @

You will want to consider which of the options you favour,

Judiciary

Paragraphs 6-7 of the Wilson note set out what we know of the

S —— - .
Lord Chancellor's views. It seems he will accept the basic 7 per

cent approach for the judiciary if eve?}nne el=e gets the sane.
But on the staging of the extra 10 per cent for the Judges, he
wants to complete in two years E;EE;I than three. If you would
prefer the slower approach, it may be that you will need to have

a word with him.
——

Conclusion

(1) Which of the Civil Service options do you favour?

{ii} Do you want to go for two year rather than three year

staging for the Judiciary's extra 10 per cent?

Eitﬂ

PAUL GRAY
26 January 1990

A:N\ECONOMICNREVIEW.DAS
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. SPEAKING NOTE FOR MEETING WITH MR MACGREGOR

Latest Positicon

Mr MacGregor 1is playing his cards very close to his chest, even

from his closest advisers. I have not been able to establi=sh

what, 1f anything, transpired with Lord Chilver on Thursday night

or the outcome of Friday's meeting of the IAC.

Line To Take

1.

Ask Mr MacGregor for a report on the latest position reached
by the IAC.

Tell him that the teachers will have to be given the sane
basic appreoach as the Review Body groups, ie 7 per cent from
1 April 1990 and the remainder of basic increases and all
additions on 1 January 1%91. Indicate that you are prepared
to go through with the Affirmative Resolutions.

Check that Mr MacGregor will be circulating a paper on
Monday night to be taken at Tuesday's Ministerial meating.
Urge him to recommend the approach as in 2.

Check the latest position on the logistiecs of proceeding
with publication and announcement of the IAC Report on
Thursday 1 February in parallel with the Review Bodies.

If it is logistically possible, consider with him the
politics and tactics of that timetable. Does the
desirability of a simultaneous approach outweigh possible
criticism of the Government being seen to announce its
decisicns perhaps only a day after formally receiving the
report? Would it place Chilver in a difficult position with
other members of the IAC, assuming that they are not aware
of the informal contacts that have been taking place?




NOTE _FOR MEETING WITH MR CLARKE

Latest Pogition

Mr Clarke will not ke sending in a further note for the meeting.
You agreed with him last night that:

He would drop demands for special treatment for any of the
doctors or dentists.

But that he could consider a small package bringing forward
some of the add-ons for nurses to 1 April as leng as this
kept the 1990-91 pay bill coste at 7.9 per cent.

intelligence is that:
Mr Clarke will say he coentinues te be disturbed by the

difficulties of handling GPs. But I am not sure whether he
will =eek to recpen that issue.

He will not come forward with a precise 7.9 per cent package

for nurses. He may say he continues to want all three add-
ons brought forward to 1 April, ie:

student nurses - £13.65 million cost in advancing from
1 Janvary to 1 April;

low paid auxilliaries - extra £6.3 million costs:
London Allowance - extra [11.6 million costs.

This preduces a total nurses package of 8.24 per cent. To
get it to marginally 8 per cent (but probably stiill rounding
up to that figure) means trimming £16 millien of the
package. That means that only one of the three elements
could be paid in full.

1 suspect Mr Clark will argue such trimming back is
difficult and press for the full 8.24 per cent.

SECRET




He may also suggest that consideration be given to bringing
forward some of the add-ons for Professions Allied to
Medicine. If so, he could guote your comments last night
which were supportive of some of the PAMs,

Again, he may alsc resist a possible Treasury attempt to
stage the expenses element of the DDRB. The expenses side
of the eqguation has never been staged before, and, as I
understand 1t, is not usually scored in the percentage "pay"
increases.

Line To Take

Subject to the outcome of your talk on Saturday with Mr King, the
best approach could be te argue that the only add-on to be
advanced for the nurses is that for students. That would bring
the package back below 8 per cent. It is students and tha
Cemmunity Charge issue that Mr Clarke arguad was the political
problem. And you might urge him to use his ingenuity to come up
with the best rationalisation for granting just this one special
case. That would also dispose of any knock-ons to PAMs, for
which there are no "students".

A\ EcoMomice \ FLagd . IHs




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

SIR RUBIN BUTLER

REVIEW BODY ON TOP SALARIES

I enclose the covering letter from Sir David Nickson to the
Prime Minister sent with the 1990 Review Body Report. You will
see that, unlike the other Review Body Chairmen, he has sent a
substantial letter and requests the opportunity for a discussion
with the Government during the coming year.

Tha Prime Minister will need to reply to Sir David on the day of
publication and I should be grateful if you could let me have a
draft reply by 1600 on Tuesday 30 January please.

I am copying this minute and enclosure to Mr. Gieve

(H.M. Treasury), Mr. Stockton (Lord Chancellor's Office),

Mr. Webb (Ministry of Defence) and Mr. Le Jeune (Office of the
Minister of State, Privy Council office).

Faul Gray

£6 January 1990
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10 DOWNING STREET

LONDONM SWI1A ZAA
From the Private Secretary

25 January 1990

Dec Andy

PAY REVIEW BODY REPORTS

The Prime Minister had a further word with your Secretary of
State this evening about the recommendations of the Pay Review
Body Reports. The Chancellor of the Exchegquer was also present.

I should be grateful if vou and copy recipients would ensure
that this letfter is not copled further and 1s seen only by those
with a strict need to know.

The Prime Minister said that following the meeting the
previous week, she and the Chancellor had been considering
further the overall position presented by tha Review Body
Reports. They recognised that your Secretary of State's
preference was to give some degree of preferential treatment to
nurses, general medical practitioners and dantists. But it was
clear that there were similar pressures for special treatment
from other Review Body groups, and it was extremely difficult to
sget a spustainable rationale for favouring just some of the
medical groups. They had therefore come to the view that the
right approach for all the Review Body groups was to award 7 per
cent increases with affect from 1 April 1990, and to implement
the remaining increases in basic pay and the various
supplementary recommendations (other than those for top
consultants which had been repeated from the 198% Report and
which should again be rejected) with effect from 1 January 199%1.

Your Secretary of S8tate said that, while he accepted staging
for doctors and dentists, he would still prefer to award general
medical practitioners an additional 2 per cent and dentists an
additional 1 per cent (on top of the basic 7 per cent) from
1 April 1990. This would reflact the supplements in respect of
the new contracts. The Prime Minister and the Chancellor said
they did not feel able to accept this addition, which would make
the overall package unsustainable.

Your Secretary of State said that he reccgnised the
difficulty. But he was particularly concerned about the position
of the nurses. While he no longer wished to press the case for
paying 9 per cent to all nurses with effect from 1 April 1590,
and would accept 7 per cent from that date, he felt it important
also to implement at least some of the "add-ons"™ straight away
rather than staging them until 1 January 1991. In particular, he
wished to provide this treatment for the additions for low paid

SECRET AND PERSONMAL




nurses, for student nurses, and for London pay.

The Chancellor said that, on a rough calculation, this
seemed likely to increase the overall 1990-91 pay bill growth for
nurses from 7.7 par cent to over B per cent. This would be too
high, and it could prove extremely difficult effectively to ring-
fence any concessions of this sort for nurses from similar
requests for other Review Bedy groups.

Follewing discussion, the Prime Minister said it was agreed
that the broad approach for the medical Review Body groups, as
for the others, should be to grant 7 per cent increases from
1 April 1990, with the remaining recommendations (except for top
consultants) from 1 January 1991. But she and the Chancellor
were prepared for your Secretary of State to put forward a
proposal for implementing some aspects of the add-on proposals
for low paid nurses from 1 April 1990, on condition that this was
achleved within a 1990-91 pay bill growth of 7.9 per cent. It
would not be possible within that envelope to implement the
additional London pay at the earlier date. TIn the light of your
Secretary of State's further consideration of such a proposal, it
would be necessary to consider whether it could be accommodated
within a sustainable overall Review Body package.

I am sending copies of this letter to John Gleve (HM
Treasury) and Richard Wilson (Cabinet Office).

Toe

285

PAUL GRAY

]

Andy McKeon, Esq.,
Department of Health.
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11 KINGEWAY
LONDON WC2R6FY

Telephone QF-405 5944

PRIVATE & CONFIDENTIATL

The Kt Hon Mrs Margaret Thatcher

The Prime Minister

10 Dewning Strest

LOMDONM SW1A ZAA A% January 1990
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ujfjear Trime Luisley;

REVIEW BODY ON TOP SATARTES

I enclose the Review Body'’s Thirteemth Report on
Top Salaries which contains our recommendations on the
levels of salaries we consider appropriate at 1 April 1590
for members of the groups within our remit. In normal
circumstances I would have been content to allow the report
to speak for itself. However, in the current difficult
aconomic situation and with inflationary pay pressures at a
critical stage, I felt I should write to you personally to
provide a little more background.

Last year my predecessor Lord Flowden presented his
final report as Chairman, which stated that the Review Body
had "thought it right to attach great weight to resisting
and doing what we can to discourage any addition to current
inflationary pressures". But the report went on to say
"the approach we have adopted this year, whilst justified
in view of the need to resist inflationary pressures must
not be repeated reqularly. Thera are strong upward
pressures on salaries at this level in the public services
which will have to be recognised and accommodated over the
next few yearsh.

In the light of thia we had hoped this year to make
real progress in correcting the position identified in last
year’'s report. But during the period of our review the
increase in inflationary pressures has once again meant
that economic considerations had to predominate and we
have, in the event, felt it right to recommend a ganeral
increase for top salaries of 7% which is marginally below
the current level of inflation, in order to support the
Government’s policies.

There are, however, certain pressures which in our
view cannot be contained any longer. our recommendations
cover these but I wish to bring them specifically to your
attention.

Briefly/




Briefly they are:-

For Ciwvil Servants

- the need to implement the Government’'s own
proposals for performance related pay:

the need to correct the position for Grade 2 and 3
Civil Servants, especially in London, where pay
increases already awarded by the Government during
1989 for Grades 4, 5 and balow have arcdaed, and in
gome cases completely eliminated, existing
differentials.

For the Judiciary

= the need to respond to the growing concern that the
Lord Chancellor has exXpressed to us for the past
two years over the serious recrulitment position for
Circuit Judges.

For the Armed Forces

the need to maintain appropriate differentials
between ranks and at the same time to keep suitable
links with the Civil Service pay structure.

The increases we have recommended over and above
the basic 7% are in our view the very minimum needed to
address these various prcblems. We have deliberately
refrained in our report from giving precise costings to
these increases on the grounds that the Government may wish
the maximum flexibility to present these in the light of
the decisfons it makes on our recommendations in whatever
way it wishes.

I hava therefors written separately today to Sir
Robin Butler providing the detailed costings of our
recommendations.

Finally, I should add that we would apprecilate the
oppertunity to discuss with the Government during the
coming year the long term implications of ocur concern over
public sector pay at these levels and what steps can be
taken to improve the position.







PRIME MINISTER F 03614

1550 REVIEW BODY REPORTS
Meetings with Mr Eing and Mr Clarke

r 5 As agreed, you are to see Mr King and Mr Clarke to secure
their support for the staging ©f this vyear's Review Body
recommendations.

Mesting with Mr King
Background

2 The recommendations of the Armed Forces Review Body (AFRE),
which Mr King will have seen, if implemented in full from 1 April
1990 would add 10.9% to the armed forces' pay bill in 19%0-91.
The main elements would be:

i. basic pay increase 8.7% to 9.5%
ii. a new system of retention incentives 1.3%
iii. an increase of 0.5% to 10.5% in the X

factor reflecting differences betwean service

and civilian life

iv. restructuring of officers' flying pay

Points to make

. 28 You will wish to explain to Mr King the proposal that there
should be 'equal misery' across all Review Body groups, with the
recommendations for each being staged as follows:

7 per cent of the basic increase to be paid from
1 April 1990;

the balance {(if any) of the basic pay increasa plus
"add-ons" to be paid from 1 January 1991.

You may wish to make the following points:




« 15 there will probably be a meeting of key Ministers next
Tuasday to discuss the Review Body reports which Mr King
will be unable to attend because of his wvisit to Washington;

i

ii. it would therefore be helpful to know now that the
proposed approach has his support, given the intention that
it should be applied to all groups without 'special cases';

iii. the AFRE group will as it happens do rather well out of
the proposed approach, which results in an overall increase
of 8.1 per cent in their pay bill for 1590-91.

Meeting with Mr Clarke
Background

B The recommendations of the Doctors'! and Dentists' Review
Body (DDRB) would add 11.4% to the paybill for the group as a
whole in 1990-91 if impYemented in full from 1 April 19%0. The
main alements would be:

i. reinstatement for the consultants of the
recommendations which the Government rejected last year;

ii. increases of 9.5% for hospital doctors, 10.5% for
dentists and 11.5% for GFsipks @-8% fir hose mafing Wighisfamets) .

The recommendations of the Nurses' Review Body (NRB) would add
9.7% to the pay bill in 1990-91 for nurses if paid in full from 1
April 19%0. The main elements would bhe:

i. a basiec increase of 9% across the board:

ii. increases in pupil student pay of 12.6% - 13.4%;

1ii. changes to London pay averaging 12.5% with wide
individual wvariations;

iv. 1increasing the psychiatric lead from £275 to £350;

W increases in standby and on-call allowances of 30%-
51%. R

The recommendations for Professions Allied to Medicine (PAMs)
. would add 10.1% to the pay bill for 1990-91 if paid in full from
1 April 1990. The main elements would be:
W a basic increase of 9.75% across the board;
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10 increases of 10.1% - 10.8% for the lowest paid;

iii. same changes in London pay as for nurses, averaging
21.3% with wide variation;

iv. standby and on-call rates increased by 9% - 24%.

6. Mr Clarke would like NHS groups to recelive special
treatment. He has in mind implementation of the nurses' and
PAMs' awards in full from 1 April 19%0; and staging the doctors
and dentists so as to preserve the DDRB's proposed differentials
with the following amounts being paid from 1 April 1990:

Hospital dectors 7%

Dentists B%
&GFs 9%

and the balance of the awards being paid from 1 January 1991.

Points to make

20 The proposed 'equal misery' under the 7% option which you
have agreed with the Chancellor of the Exchequer would produce
the following increases in the pay bill for the NHS groups in
1990=-911

HCHS (hospital doctors)
GEPs

Dentists

Ovearall

B. ¥You may want to draw on the following peinte in your

discussien with Mr Clarke.

i. Implementing the award for nurses and PAMs in full from
1 April 1990 would cost £691 million in 1990-91. This is

c——

£140 million more than the "7% option" which you and the

—

Chancellor are proposing.

ii. The case on merits for the additional payments for the
nurses, costing some 0.6% of the pay bill, is at best mixead

{(for instance, the justification for spending £10.5 million
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on increasing the psychiatric lead from £275 to £350 appears
to be weak). What is the case for paying them from 1 April
1930 rather than 1 January 19917

iii. The explanation of the 2% differential for GPs in
respact of their new contracts is still not clear (eg the

———

—

NHS will be paying some GPE for doing what they alraady do) .
And why should dEﬂtlEtS gct a 1% differential from 1 April
1990 when their new contract is nat to be introduced until 1
October 15907 o =

—_— = =

—=a

+¢ M o s Pcfm...- :‘-Fl.lﬁrluf_;
iv. There is general agreement that the paymentsishnuld be

staged, not abated. But special treatment for the NHS
groups would lead to similar demands for special treatment
of teachers and the armed forces. It would create a

precedent for the nﬂn—Rav{;u End; groups in the NHS Whitley

Council. And there would be no rationale: problems of

recruitment and retention are not peculiar to the NHS.

R T J WILSOM

Cabinet Offica
24 Japnuary 1990




PFRIME MINISTER P D36l15

1990 REVIEW BODY REPORTS
Meeting with Mr MacGregor

You are seaing Mr MacGregor:

L to secure his support for the '7 per cent option' which
you discussed with the Chancellor of the Exchedquer

—_— e —

ii. to ask him to make an approach to Lord Chilver.

2. v {ah £t - - Mr Mace it hiin Yoot
intelligence is on the timing and content of the IAC report. Our
understanding 1is that the IAC are to hold a final meeting on
Friday:; that their report will not be submitted until late next
Tueaday at the earliest and possibly not until Thursday morning;

and that the main recommendation is likely to be a basic increase

of 8.2% plus additional payments of 1%.

— =

e —

3. You may then wish to explain to Mr MacGregor the "7% option"
which vou and the Chancelleor of the Exchecuer are minded to
adopt. The proposal is that all the Review Body reports should
be staged soc as to pay 7 per cent of the basic increase from 1
April 1950 and the balance (if any) of the increase plus

additional payments from 1 January 1991. The case for applying

the same approach to the IAC report 13 compelling.

4. You may then want to ask Mr MacGregor to conpvey to Lord
Chilver the importance of recognising in his report that the
Government might need to stage the jimplementation of ite
E —

recommendations. The IAC could reasonably be expected to
‘______ﬂ_"'_—-. 4 & "

acknowledge that they had exceeded their remit by a substantial
amount = an increase of 9.2% rather than 7.6% in the pay bill at
a cost, we believe, of some £120 million - and then say

e ey,
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specifically that they accepted that the Sovernment would need to
censider staging the implementation so as to bring the cest in

—— T ——————————

P i '
1990-91 within what was affordable.

.

————

5. Finally, you may wish to touch on timing. If the IAC report

is not received until Wednesday or Thureday, there may be a case

e N .

for anncuncing the Government's decisions on it separately, a few
days after the announcement on the Review Bodies on 1 February.
Does Mr MacGregor see any difficulty with this?

&d_,.

R T J WILSOHN
Cabinet 0ffice
<4 January 1290
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1590 REVIEW BODY REPORTS

POINTS ON WHICH DECISIONS WILL BE NEEDED

- I Staging
1 options. What basic increase from 1 April 19507

ii. special treatment. Should there be 'egual misery' for
all groups or should some groups get special tratment as Mr

Clarke proposes?

o Teachers. Tha IAC report may not arrive until late on
Tuesday or early on Wednesday next week, or even Thursday
morning. It is said to recommend a basic increase of around 8.2%
plus around 1% for add-ons. Decisions will be needed on:

, [ staging and the possible need for Affirmative

Resolutions;

ii. funding with the implications for the community charge
and mechanics:

iii. internal arrangements, in particular the need for Mr

MacGregor to put in a paper on Mondav.

Add-ons for particular groups:

Xig retention ipcentives for the AFRB (paragraph 10).
Should they be deferred to 1 April 1%517

ii. factor X for AFRB (paragraph 11). Should this be paid
from 1 January 19917

iii. senior civil servants. Is the package in paragraph 14

acceptable?




iv, staging of the 10% for circuit court judges (paragraph
17) . Should this be paid in three instalments, on 1 January
1991, 1 January 1992, 1 January 19%37 or 1 January 1991, 1
Saptembar 1991, 1 April 19927 The Prime Minister may want
the Lord Chancellor's views.

v, consultants (paragraph 19). Is it agreed that last

vear's recommendations should be rejected again? But that
associate specialists should get their £1000 from 1 January
1991 (paragraph 21)7

vi. purses and PAMs (paragraphs 22 to 24). Should they get
their extras?

4. Financing (paragraphs 33 and 37 iii). The Lord Chancellor's
Department want £0.4m towards their costs. The Department of
Health are prepared to contribute £33.5m towards the excess cost
for the FPS and up to £35m towards the HCHS with the Reserve

meeting the rest. Should these Departments get tha extra money?

5. Timetable, Should the Lord Chancellor receive his increase
from 1 April 1990, with the conseguential need for an Order in
Council subject to Affirmative Resolution in both Housas?

Cabinet offics
24 January 1950




From: E T J Wilson
23 January 1990

P 03611

oz Bir Robin Butler

1950 REVIEW BODY BREPORT

1. As promised I attach a draft of the paper for Ministers on
this vyear's Review Body reports which the Cabinet Office was
asked to co-ordinate. I have passed copies of the paper to the
Treasury so that it can form the basis for the Prime Minister's
discussion with the Chancellor of the Excheguer and the Chief

Secretary tomorrow aftermoon.

2 e The paper is very much a first draft. In particular we have
not yet seen the TSRE report, and the analysis needs checking.

But it shows broadly the issues which are likely to emerge, in

particular on the NHS groups.

Bp .

R T J WILSOH




PRTME M

REVIEW BODY REPORTS

You are having a meeting tomorrow afternoon with the Chancellor,
Enief Secretary, Robin Butler and Richard Hllﬂﬂn to discuss a

f1rst draft of the paper for Ministers on the Review Body
r&purtsl "

The paperse below are:
Flag A my minute and the earlier minute by Richard
Wilson summarising the work in hand which you

saw at the waakend.

Flag B the first draft of the Ministerial paper.

At the bottom of the folder are the fnur Review Body reports
themselves which we have already received; the TSRB report is

E—
=

stlll tu Come.

I suggest you handle tomerrow's discussion broadly by working
through points in the order they arise in the Flag B draft. The

main issues are:

What basic increase from 1 Erll to go for? When you
B e ————=u

saw the weekend papers you were minded to favour 6.5
per cent. I think a figure at (or may be below) that
lavel is essential if there are to be highar figures

e T

for any favoured groupe like the nurges. The main

alternative would be to go for an initial 7 per cent
increase for all groups (with no special treatment for
nurses, etc.) and aim to sgqueeze thg YEear on year cusF;
down to around 7. The part of the Flag B paper to

focus on for this part of the discussion is the table

e

following paragraph 9.

Work through the various proposals for add ons by the

dlffernnt Review Bodies sat out in paragraphs ?-24

SECHET
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Consider the case for special treatment for the medical

groups - paragraphs 26-31.

Financing of the package - paragraphs 32-37.
i—

Teachers

There is only brief reference in the draft paper (paragraph 39)
to the pnsitiﬁﬂ_nn teachers' pay. TEE-Iacﬂhat today but I
uﬁaE;gfand_Eﬁs not yet {ipali;;d its package. We have emphasised
to DES that fEE'GéBt to announce the complete package next
Thursday 1 February, and in turmq_EE_EEp_nacessary mechanics that
should still just be possible. ' =

The latest intelligence on the IAC recommendations is that they
could go for a basic increase of a l1ttle over 8 per cent, with a

further 1 per cent for add ons. '3

{ ;
In considering the staging packages for the Review Bodies you

will want to bear in mind the read across to teachers. One major
complication, menticned in paragraph 39, is that-aug}-ru]ing the

IAC'S recﬂmuEndatlunﬂ even by staging, would require an
afflrmatlve resolution in both Houses. In terms of Parliamentary
mechanics this is a bore. But in terms of demonstrating the

Covernment's resolve on public sector pay there may be no harm in
being seen to be prepared to take that step.

Next Steps

If we are to proceed with an announcement next Thursday

‘-‘—\—
1 February you will need to have a meeting with all ﬂnlleaques
having a direct interest in the Review Bodies/teachers early next

week, and we have pencilled in Tuesday 30 January. It is for
that meeting that the draft paper at Flag B will be tabled.

But before that you may want to consider some further bilateral
meetings with key colleagues. One approach would be:

SECRET




to have another word with Ken Clarke this Thursday
25 January to seak to persuade him to accept whatever
package you and the Chancellor agree on tomerrow.

have a word with John Mﬂccrngnr next Monday 29 January,
by which tima we should know definitively the IAC
package but he may still be finalising his paper for
cireulation that evening. Again the alm would be to

persuadea him to accept whatever staq1nq package }ﬂu

agree wlth the Chanceller.

c: Review [MT)




L.+ increases from 1 April of 6.5 per cent might be tha best
|

f
FRIME MINISTER

1990 REVIEW BODY REPORTS

Following your various meetings this week the Cabinet Office are
coordinating the work by officials on possible options. I have
had several chats with Richarﬂ Wilson about this. It is elear
that this year's ass&ssment of tha options i=s qning to prove very

complex.

A first draft of a paper for Ministers will be available next
Tuesday for your meeting the following day with the Chancellor,
Chief Secretary and Cabinet Office. But in the meantime you may
liRE to qlance over the weekend at tha attached summary by

chhayd Wllﬂﬂn ﬂf_thE work 1n _progress. The takble at the end

summarises the main options being locked at; at first sight it
is a blt daunting but I think it provides a helpful framework.

e — M

= e
== — — [

The kind of central case you were after was 7.5 per cent average
Year on year gost. The table shows that this will be difficult
to achieve by giving increases from 1 April of as high as 7 per
cent; although Richard's note (paragraph 4) points to various
ways this aim could be brought closer.

——— —

But in any event I am currently minded to think that giving 1y
I f

desgired, to give higher figures to Parl:_;i_,::ularly favoured groups) IL:_{
e.g. nurses and GMPs. 6.5 per cent is alsc a better general |

approach. This would provide a bit more scope, if it was ' Iﬁ¢ﬂu

e T R

Eignalhaa_%ay and ties in with the present ambulance offer. |

—— e - — h

¥You will want to consider whether the table embraces the main

—r

options you want to be considered; and whether there are any

approaches on which you wnul& want the further work to be

concentErated.

= S—

Paragraph 6 of Richard's note seeks to explain the basis of the
proposed 2 per cent contract differential for GMPs (and 1 per

cent for GDPs). I am not sure we have yet got to the bottom of
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the reasoning, and I remain to be persuaded that the bulk of the

2 per cent would be genuinely performance-related rather than

fairly readily available To WOSt dootors. But we will be
pursuing this ﬁuint further Early-ﬁgxt waak.

Is there any further guidance you want to give for the working up
of the first draft of the Ministerial paper?

araldn Gl
d

E&--f. G-

(PAUL GRAY)
19 January 1990
a:\economic\1990 (srw) _J| ©.~u




From: R T J Wilsan
19 January 19390

P 03609

cc Sir Robin Butler

1990 REVIEW BODY REPORTS
I promised to report progress on the Review Body reports.

Cptions

2. We are working on a vaEEEEy of options, summarised in the
table attached. In each case there would be an initial tranche
©f the basic increase for tha group concerned (eg 6%, 6.5%, 7%
and so on) on 1 April 19%0, with the rest (if any}_EE the basic

increase and the extra "add-ons" being paid from 1 January 1591.
A lot more remains to be done and the figures should be treated
with caution; but the table gives some idea of what is likely to

emerge.

Possible Abatements
3. The only abatement which is assumed in the table is that
Ministers will wish +to reject again the DDRB recommendations

which they rejected last year, on the extra f£1,000 for
unnsultaﬂis and the A+ distinction awards. This sauéE_ETE% of
the pay bill for doctors and dentists in 1990-91.

_—

4. We envisage that the paper for Ministers will consider what

acope there %? for hFini‘ g the figures for the "7% option"™ down
1L e e P T
to around 7.5%. At pregent they range from 7.5% up to B.3% on
— -
the assumption of staging the balance of the awards from 1

January 1991.

i. It looks as though it should be possible to bring the

SECRET




AFRB figures down to 7.6% under this option if Minlsters are
prepared to defer the "retention iﬁntivea" to April 1991.
The MOD regard th.ts as the most promising approach if there
has to be abatement.

fii. There should be no difficulty about bringing the TSRB
reports down to 1_53; under this option (for instance by
delaying the scale restructuring until 1 August 195980).

iii. It is less easy to see what abatement would bring the
NHS groups down to 7.5% under this option. The neatest

device would be to defer payment of the balance of the award

e
until 1 February, rather than 1 January, 1991 as

illustrated in the table. But this would look contrived.

——

Mr Clarke's Option
S I wunderstand that Mr <Clarke will want the paper for
Ministers to set out a further option for the NHS groups as
follows: ~Te b L[4 mf..-l._.-f l:;- —
qedkeden L enkiy
f. nurses to receive their award in full, including "add-

i e

ons", from 1 April 1990;

ii. hospital doctors to receive 7% from 1 April 199!] with
the remaining 2.5% being paid frl::-m l January 1991;

—_—

1iii. GMPs to recelivel 5% Jfrom 1 April 19%0, with 2.5% from 1
January 1991. This would be the same as for the hospital
doctors, plus a 2% differential for the introduction of
their new contract from April:;

iv. GDPs to receive B from 1 April 1990, with 2.5% from 1
January 1991. This would be the sama as for hospital
doctors, plus a 1% differential for the new contract which
is expected to be introduced from Octocber this year.

SECRET




Bx You asked what the 2% differential for GMPs would represent.
My understanding is that it 1s the DDRB's assessment of the
amount which needs to be set aside to pay GPs for the extra work
which they will be expected to undertake under their new

contracts. It would include 0.3% for meeting the lower targets

which are built into their contracts. The remaining 1.7% would

be payment for a variety of activities (eqg minor surgery, health
premotion clinics) which GPs have hitherto only carried out on a
voluntary, unpaid basis but which in future they will be
encouraged to do and will be paid for doing. The monay would be
performance-related in the sense that individual GMPs would only
get it if thay did the work: but there would be no specific
nggeta for the activities. In addition, GPs would entitled

e T
to earn a further 0.8% on top of the 2% if they met the higher

targets which are built into the contracts (taking the overall

potential increase for GMPs to 12.3%).

Hext Step ;;F

7. We will continue work on these options on Monday and
Tuesday, with a wview to letting you have a first draft of the
paper for Ministers on Tuesday evening. It would be helpful teo
know if there are any peints on which the Prime Minister would
wizh us to concentrate or to elaborate.

&H.

R T J WILSON
15 Jamuary 1590




OPTIONS FOR STAGING REVIEW BODY REPORTS

NURSES PAM=

6 FER CENT COPTION

6% from 1 April @0
Rest 1 Jan 91

6.5 PER CENT OPTIOH
6.5% from 1 April %0
Resgt 1 Jan 31

7 PER CEHT OFTION

7% from 1 April %90
{i) Rest 1 Jan 921

(ii) Rest 1 Feb 91

8.5 PER CEMT OPTION

8.5% from 1 April 90
Rest ‘1 Jan 91

3 FER CENT OFTICH

9% from 1 April 90
Rest from 1 Jan 91




1990 REVIEW BODY REPORTS

The five Review Bodies have now reported.
recommendations are as follows:

Review Body Pay bill
incraasea
in 1990-91
%

Armed Forces (AFRE)

Doctors & Dentists
{ DDRE) 10.9

Profassions allied to
medicine [(PAMs) 10.1

Hurse=s and midwives
(NRB) 9.6

(3}
Top salaries (TSRE) 10.2-11.0 18.7 10

(1) The figures for public expenditure cost differ from those in
the Review Bodies' reports. Their figures do not include some
costs which count as public Exﬁﬁﬁﬁlturﬂ. E

(2) Payments to GFPs_ for achleving higher targets for
immunisation and cervical screening are recommended by the Review
Body as outside intended average remuneraticon and are not
included. They would add some 0.3% to the total pay bill.

(3) The range depends on whether the extra 10% recommended for
geenior circuit judges and below is phased over 2 years or 3.

(4) A very few young unqualified staff in London would receive
higher increases of up to 19.7%. The figure of £630m. includes
the cost of flexible pay schemes for nurses, recommended by the
Review Body. It ‘does Tmot inmclude the cost of any corresponding
increases in bursaries from September 1990 under Project 2000
which could cost up to £1.5m., nor does it include the cost of
any increases for EEniuf‘“ﬂ?!es which are to be tha subject of a
supplemeantary report by the NRB in the Spring and could cost up
te £7.5m. plus £8m. for restructuring.

e —




PAY AND FRICE MOVEMENTS ELSEWHERE
2 The Review Bodies' recommendations compare with:

: 2 A year-on-year increase in underlying average earnings

_—————

for the whole economy of 9 1/4% in November; =
ii. an average level of settlements for the whole economy
gsince the start of the pay round of 8 3/4%. 1In the private

sactor the figure i=s B%:

iii. a year-on-vear increasgs in the BRPI of 7.7% in
Dacember ;

iv. the final offer to ambulance workers of 9% over 18
monthe from 1 April 1989%, equivalent to 6.5% for the 12
months frem 1 April 1989 followed by 7% for the 6 months
from 1 April 1990. With additions for London and a minority
of staff with paramedical skills, the total pay bill
lncrease will be just over 1(!% over the. 1Es-munth period;

V. the remit to the Interim Advisory Committee on

teachers' pay which 1s based on a 7.6% increase in the pay
bill.

3. Ministers will also wish to have in mind the possible
impl ir_:at ions of their decisions fur health Sarv. ica _ groups not
cuver&d by the Review Bodi les (the PES provision for Whitley
negotiations for these gruups asgsumes a 7.5% increase in their
pay bill) and for civil servants in executive and clerical

grades, both of which have 1 April as their settlement date, as
well as possible widar repercussions.

THE OPTIONS
d. One option is acceptance of the awards in full, Ministers
may however wish to consider other possibilities a= follows, as

well as options for financing the cost in excess of provision:
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abatement of the basic increases:

staging of the basic increases to give a set percentage

%fum 1 April 1990 and the balance of the basic increase

plus additional payments from 1 January 1991;

as in ii but with abatement or further staging of some
additional payments where necessary to bring the

ovarall increase in the pay bill in 1990-91 within a
givan percentage;

different treatment for different groups (eq.
nurses) .

ABATEMENT

5. One option is to abate the recommendations, either as to the
basic increases or the additional payments proposed over and
above the basic increases. TSRE apart, there has been only one
abatement across the board (for the DDRB in 1981) and that was
restored in 1984. In addition last year the Government rejected
the DDRB's recommendations on extra increases at the top of the
consultants' scale and in the size of A+ awards for consultants.
Abatement i1s traditionally regarded as the least acceptable
method, not only to the professions but to the Review Bodies
themselves who 1in recent years have set considerable store by
the fact that each year's recommendations have been in full
payment by the date of the following report.

STAGING

6. A second option is to stage the implementation of the
recommendations soc as to reduce the size of the increasa fron
April 1990, and the cost in the year 1990-1991.

Te Ministers may wish to consider the possibility of staging
the basic increasesz for each group by a set percentage from




April 1990 with the balance of the ] baslc 1ncreaae {(if any) plus
all additional payments being paid from 1 January 1991. The
reaul_ta of this approach are 111ustrutad :‘Ln Table A overleaf
which shows what the percentage increase in the pay bill for

1990-91 would be, depending on the amount paid from April 1990.

STAGING PLUS ABATEMENT

B. A third possibility, if Ministers wished to follow a staging
option as shown in Table A while bringing all the increases
within a partmula.r percentaqe, would be to stage further or
abate some of the adﬂltlnnal payments from January. The scope for

‘this is relatlvely limited however since the sums involved in

many of the additional payments is relatively small in terms of
the overall pay bill for the group concerned. Ay

AFRB

9. Tha AFRB propose the following additional payments on top of
a basic increase in the range of B.7-9.5%:

% of pay bill
a new system of retention incentives Lsd

an increase of 0.5% to 10.5% in the X
factor reflecting differences between
service and civilian conditions not taken
directly into account in assessing pay
comparability

restructuring of officers' flying pay to
encourage retention




TABLE A
OPTIONS FOR STAGING REVIEW BODY REPORTS
RURSES PAME DDRB

6 PER CENT OPFTION

6% from 1 April 90 HCHS 7. Cs

Rest from 1 Jan 91 " 7.0 GEMF c 7.3 AF
GOF - (6.8) Jd

ovarall 7. overall

6.5 PER CENT OPTION

HCHS - CE
&.5% frem 1 April 90 2 5 GMP Tond AF
Rast from 1 Jan 91 GDP (7.2) J

averall overall

7 PER CEHT OPTION

HCHS
7% from 1 April 90 7.8 GMP
Reat from 1 Jan 91 GDP

overall

=] =} & 3

8.5 PER CENT OPTIOHN

HCHS
8.5% from 1 April 90 - 8.9 GMP
FRest from 1 Jan 51 (el s

overall

;:Imﬂ&-'l.ﬂl..lﬂh

9 FER CENT OPTIOHN

HCHS 9.
9% from 1 April S0 9.3 GMP - 9.6
Eest from 1 Jan S1 EDP . (9.1) Jd
overall : owvarall

HOTES
The table assumes that all recommended additional payments

paid in full from 1 January 1990 without abatement, except for the
following:

- 1 it is assumed that Ministers will wish to reject again
the DDRE recommendations which they recommended last year, on
the extra f£1,000 for consultants and the A+ distinctien
awards (sae para 19)!

ii. it is also assumed that the introduction of the new
performance pay scheme for grades 2 and 3 in the Civil Service
is deferred until 1 April 1991, but that the restructuring of
the bottom of the grade 3 scale takes place from 1 April 1550;
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iii. for the judieciary it is assumed that the balance (if any)
of the basic Iincreasa plus the additional 10% for senior

county court Jjudges and below is phased over three years with
one-third paid on 1 January 1991;

iv. the figures in brackets for the AFRB show tha effect of
deferring the introduction of retention incentives until 1
April 1991 rather than 1 January 1591.

10. The retention incentives are bonus schemes proposed in
response to present manning difficulties. This argques for their
introduction from 1 April 19%0. But they could be deferred until 1
January 1951 under a staging appreoach or even until 1 April 1991 in
order te reduce the pay bill increase in 1990-91. The effacts of
deferring the incentives until April 1991 are shown in brackets in
the table.

11. The pay rates recommended by the AFRB include an increase of
0.5% in the X factor as a token of their concern that the relative
disadvantages of service life have increased. The additional 0.5%

could be paid either as part of, or additicnal teo, the first stage
payment or as part of the second stage payment from 1 January 1991,
Table A assumes that it is paid as part of the second stage payment
from 1 January 1991.

TSRB
12. The TSRB have racommended a basic 7% increase for all groups.
They have also recommended a number of additional paymants. The

following table lists these, and the pay bill increase resulting
from them:

% increase in
TSRB pay bill

£1,200 addition to Grade 3 London
Allowance with consequential for Grade 2 0.61
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Restructuring of bottom of Grade 3
and Grade 2 scales

New performance pay schems

Additional 2.75% for 2 and 3
gtar officers

Additicnal 10% for senior circuit judges

and balow if phasad over 2 years as

recommanded (if phased over 3 years

which they mention as a possibility: 1.67%) 2.46

13. The thres groupse of staff covered by the TSRE need to be
considered separately.

Senior civil servants

14. It would make sense to defer the new performance pay schame
proposed by the Government to 1 April 1891, But there would be
serious difficulties in deferring the proposed restructuring of the
bottom of the Grade 3 scale because that change is essential to
ease the problem of inverse differentials which now exist between
Grade 3 and the grades below, which will be made worse on 1 August
when those grade receive their next pay increase. That suggests
that one option would be staging as follows:

1 April 1990 basic increase plus scale rastructuring;

1 January 1991 increase in Lendon allowance for Grada 3
(and consequential for Crade 2):

1 April 1991 introduction of new performance pay scheme.
The costings in Takle A assume that as part of the arrangement the

round of discretionary increments which would otherwise be paid
this October under the old performance pay scheme would be dropped.

15. It would be possible to reduce the first-year cost further by
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deferring the =scale restructuring to 1 August 1990 (though not
beyond) which would =save 0.25 per cent, or by deferring the

increase in London allowance to 1 April 1991 which would save 0.5
per cent.

Senior military officers
16. Senior military officers are more straightforward. Table A

assumes that they receive on 1 January 1991 the balance of the TSRB
recommendatione over and above the amount paid em 1 April 1990,

Judiciary

17. The TERE have themselves suggested staging the additional 10
per cent proposed for groups 5 and 7 of the judiciary, over either
two or three years. Their preference is for the former. Table A
assumes phasing over three years with one-third of the balance over
and above whatever 1s paid on 1 April 1950 being paid on 1 January
1991. This would imply an increase in the judicial pay bill in

1990-21 of roughly the same amount as for the other two TSRE
groups.

18. Ministers will wish to decide whether this staging is
acceptable and, if sBo, the basis on which the remaining twao
payments should be made. Perhaps the most obvious basis would be
payments on 1 January 1992 and 1 January 1993, but other
combinations would be possible (eg 1 September 1%3%1 and 1 April

1992 which would complete the process by the final date envisaged
by the TSREB) .

DDREB
Consultants
19. Ministers will wish to decide whether to reject the

recommendation to reinstate elements of the consultants' package
which were rejected last year:

i. an increase of £1,000 at the top of the consultants!'
scale. This would increase the salary of consultants at the
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maximum by 12.4%. All distinction awards would as result
increase by 12.4% since their size is related to the
consultant maximum.

ii. an increase in the A+ distinction award from 55% to 100%
of the consultant scale maximum. Consultants enjoying this
award as well as tha increase at the top of the scale would
get 15.2%.

These recommendations were rejected last vear on the ground that
improving the long-term career structure for hospital dectors could
be achieved better by the creation of 100 additional consultant
poste over I years, promised in "Working for Patients". The Raview
Body this year says that the Government's reasons "are not clear
and compelling, and we do not find the Government's explanation
convincing. Ministers may nonetheless feel that acceptance of the
recommendations this year would imply that rejection last year was
wrong. The pay-bill cost of the recommendations would be 0.6%.

Other DDEB groups
20. The other additional payments recommended by the DDRB, with an
indication of their pay bill effect, are:

Pay bill
effect
E
L Higher increases for General Medical
Practitioners (11.5%) than for hospital doctors
(9.5%), because of their new contract.

ii. Higher increases for Ceneral Dental
practitioners (10.5%) because of their

new contract.

iii. £1,000 additional increment on top of

the associate specialists' scale, giving total
increase of 12.8%.




21. The additional increment of £1,000 for associate specialists
is intended to recognise their responsibilities and long hours.
Arcund 650 would be eligible with effect from 1 April 1990 at a
basic cost of some E£650,000. Ministers will wish to consider
whether to agree the recommendation. The reason for rajacting a

similar recommendation on consultants last year (see para 19

above) is not applicable tec associate specialists since no extra
posts have been created.

HURSES AND PAMs

22. In addition to an across-the-board basic increase of 9% the
NRB recommends the following payments which would add 0.6% to the
pay bill.
GB pay bill effect (%)
(additional cost fm)
Increases in pupil/student pay
of 12.6-13.4% 0.28 [15.8)

Changes to London pay representing
an average increase of 12.5% but with
widely varying effect (13.3)

Increasing the psychiatric lead from
£275 to E350 (10.5)

Higher increases ranging from 9.4% to
11.4% for the lowest paid staff * (7.2)

Increases in standby and on-call
Allowances of 30-51% (2.1)

For FAMs the NRB recomends additional payments as follows:

Increases of 10.1 - 10.8% for the
lowast paid i (0.20)

Same rates of London allowance as for
nurses, representing an average increase
of 21.3% but with widely varying effect . (2.4}

Standby and on-call rates increased
by 9- 24% . (0.6)




24. The case on merits for these payments to nurses and PAMs is at
best mixed and could 1f regquired be spelled out at length.
Ministers will however wish to consider whether the case for
rejecting individual payments is outweighed by the political
arguments, given also the relatively small pay bill effects in
percentage terms.

EPECIAL TREATMENT FOR PARTICULAR GROUPS
25. Ministers will wish to consider whether there should be
spacial treatment for any Review Body groups.

NHS Groups
26. The Secretary of State for Health proposes that NHE groups
should receive special treatment as follows:

1l nurgeas and PAMs to recelve their award in full from 1
April 1990;

ii. GMPs to receive 2% above whatever increase is agreed for
other Review Body groups from 1 April 1990, with the balance
from 1 January 1991, They would thus receive a 2%
differential over hospltal doctors in respect of the

introduction of their new contract from April;

iii. GDPs to receive }% above whatever increase is agread for
other Review Body groups from 1 April 1990, with the balance
from 1 January 1991. This would give them a 1% differential
over hospital doctors for the new contract which is expected
to be introduced from October this year.

Hurses

27. In deciding how to treat the nurses and PAMs Ministars may
wish to bear in mind:

£ the cost. The options for financing the cost of full
implementation, in excess of existing provision, are
SECRET
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s o= et The contract will therefore result in considerable

e
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considerad in para 36 onwards balow. Compared with the 7%
option in Table A the additional cost of these proposals would
be some £140 million for nurses and PAMs:

ii. the rationale. There would have to be a clear rationale
which ring-fenced the decision and prevented it being taken as
the "going rate" for other groups in the public and private
sactors. The Becretary of Btate for Health believes that the
rationale should be the need to recruit and retain a
sufficient number of nurses to meet the NHS' requirements: the
NRE report anticipates "diifficult times ahead" (para 22),
both in terms of falling numbers of =school leavers and
increasing demands on the NHS, in particular of an ageing
population. Ministers will wish to consider whether this
argument could be confined to the nurses and PAMs;

iii. pon-Review Body groups. Ministers will wish to bear in
mind the possible repercussions for non-Review Body groups in
the NHS and elsewhere who will wish to follow the nurses as a
precedent.

Doctors and dentists

28. The higher basic increase for GMPs, 2% above hospital doctors,
is the amount in the DDRB's recommendations which is intended to
pay the average GP for the additional work expected under the new
contract coming inte effect on 1 April. The new contract is
parformance-related in the sense that individual GPs will be paid
only if they do the work and attract and retain patients on their

variations in pay as between individual GPs. For instance, those
hitting specific targets for wvaccination, immunisation and cervical
cytology will be paid more than those who do not: and there will
be financial incentives teo run health promotion clinics, carry out
minor surgery, keep up to date with post-graduate education and
provide child health surveillance services. In addition GPs will
be able to earn a further 0.8% on top of the 2% differential if
SECRET




they meat higher targets for vaccination and immunisation and for

cervical cytology: this takes the overall potential increase for
GPs from 11.5% to 12.3%.

29. In the case of GDPs the additiconal 1% ie similarly intended to
compansata dentists for the extra work which they will be

encouraged to undertake under their new contracts from 1 October.

Special treatment for armed forces

30. If it ware to be decided that particular WNHS groups should be
given special treatment Ministers might alsc wish to consider
whether this would atrengthen the case for awarding the armed
forces the increase in the X factor and the introduction of
retention incentives with effect from 1 April 1%90.

CLINICAL ACADEMIC STAFF

31. By convention the award for HCHS doctors and dentists is also
applied to clinical academic staff working in the NHS but employed
by the universities. They numbar about 3,500 (full and part-time)
and the full-year cost would be £9.4 million on a UK basis. The

universities have some 5% in their existing plans for this group, a
shortfall of £4.45 million in 1990-91 if the award were implemented
in full from 1 April 1980.

FINANCING
32. There should be no difficulty in financing the TSEER increases
within current provision except for the award to the judiciary.

33. In the case of the judiciary, the cost of the increase will
excead current PES provision by £400,000 in 1990-91. The Lord
Chancellor's Department would want to make a claim on the EReserve

to meet this requirement. The Treasury would want the amount to be
absorbed within existing provision.

34. The Ministry of Defence have confirmed that the AFRE award
can be afforded within the provision made in the Estimates for
SECRET
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35. The biggest requirement for financing arises on the HHS
groupg. The total cost of the recommendations in excess of tha 5
per cent currently provided in PES for these groups' pay is £543
million (UEK) (£442 million in England). ©Of this, £443 million is
for the cash-limited hospital and community health services and
£100 million for the family practiticner services which are not
antirely cash-limited.

Financing opticna for the NHS

J6. The excess cost falling on the family practitioner services
would come ocut of the Reserve, except for £33.5 million (England)
which was provided for related primary care development and which
the Secretary of S5tate for Health agrees should go towards the
award costs. (The comparable UK figure is £41 million.)

37. The hospital and community health service excess cost could be
met either from within Health Authorities' existing allocations or
from the Reserve. There are the following options:

Y meeting the cost in full from Health Authorities'
existing allocations. However, this was not the basis of the

health PES; and Authorities could not accommodate extra costs

on this scale without massive reductions in patient services.
This solution has been ruled out in recent years;

ii. meeting the cost in full from the Reserve. This would be
helpful in securing co-operation on the health review changes,
but might give the wrong signal to the Review Bodies for the

future by removing the pressure on them tec moderate their
recommendations;

iii. spreading the cost between the Reserve and Health

Authorities' allocations. This could send the right signals

to the Review Bodies, without unacceptable consequences for
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patient services. [The Chancellor of the Exchaegquer and the
Secretary of BState for Health agrea that a contribution of
[up to] £35 million (England) (£44 million UK) from Health
huthority cost-improvement programmes would be appropriate.]

PENSIONS

3j8. In accordance with current practice, pensions should follow
gsalary rates in payment and not any notional salaries, If the
Government decides to defer or stage any Review Body awards,
members of the review body group in guestion who retired during
thae period affected would suffer a permanent loss of pension. In
particular, a pay award lower than inflation would mean that the
pensions of those retiring befere 1 April 1990 would overtake those
who retired after that date. This effect is more marked in the case
of the Armed Forces Pension Scheme.

TEACHERS' PAY

39. Ministers will wish to ensure that if there are differences
between the treatment of teachers and of the Review Body groups
they are readily defensible. The Department of Education and
Science advise that overruling the IAC's recommendations would
regquire an affirmative resolution in both Houses. The IAC were
given the remit of a 7.6% increase but in their last two reports
have exceeded their remit.

TIMETABLE AND NEXT STEPS

40. There is no Parliamentary process for the Review Body reports
except that an Order in Council is necessary to maintain the
differential between the salaries of the Lord Chancellor and the
Lord Chief Justice in accordance with declared Covernment policy.
This requires an Affirmative Resoclution in both Houses. The Order
will have to be made in April if the Lord Chancellor is to receive
his increase at that time. The debate on tha resclution has in the
past created an cpportunity for debate on the whole TSRB report.

41. The intention is to remove the reguirement by including a
SECHET




provision in the forthcoming Parliamentary Pensions Bill. This

Bill has now been drafted but has yet to be introduced. Tts timing

is still unclear since it is awaiting a slot in the timetable and a
decision about a slight broadening in its scope to includa another

provision. But the Bill seems unlikely to receive Royal Assent
before 1 April.

CABTHET OFFICE
23 January 1990
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1990 PAY REVIEW BODIES

The Prime Minister had a discussion this morning with your
Secretary of State and the Chancellor of the Exchequer about the
handling of the 1990 Pay Review Body Reports covering the medical
professions.

I should ba grateful if yvou and copy recipients would ensure
that this letter is not copied and is seen only by named

individuale with a strict need to know.

The Prime Minister said that she and the Chancellor had had
a first discussion about the recommandations of the Review
Bodies the previous day. Their cenclusion was that it would not
be appropriate to consider abatement of the recommendations for
basic pay increases. However these recommendations were
alarmingly high, and posed a major threat to the conduct of
economic policy, and it was therefore necessary to stage the
basic pay increases. As regards the recommendations for "add-
cns" these would be looked at case by case; in some instances
recommendations might be rejected, but others might be accepted
or staged. As between the different reports, if any of the pay
groups were to be given relatively more favourable treatment it
should be the nurses. The overall aim for the Govermnment's
decisions on the Review Bodies might be to restriect the aggregate
cost increase in 1990-91 to some 7% per cent, although theres
might be scme of the recommendations for add-ons that could be
regarded as additional to that figure.

Your Secretary of State said he strongly agreed that
abatement of the basic recommendations should be ruled out. is
own preference would be to meet the recommendations in full, but
he recognised the case for staging. He did not however think
this should be applied equally to all the medical groups. He
felt that nurses should be exempted from staging, including the
proposed increases for student nurses. If faced with a choice he
would prefer to find some of the money for the nurses' settlement
from within existing budgets rather than to stage the awards;
indeed not fully funding the awards would give the right signal.
As regards doctors and dentists, he was entirely content to
implement staging for hospital doctors, but GPs and dentists
presanted a greater problem. A key priority for them was to
secure successful implementation of the new contracts. One
particular issue on doctors concerned the renewed recommendation
from the Review Body for an extra f£1,000 for consultants at the
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top of the scale and improvements to distinction awards; he felt
it would be right for the Government once again to reject these
recommendations.

In discussion the following polnts were made:

It was essential to emphasise the trade-off between high pay
awards and the numbers of staff who could then be afforded.
Higher pay meant fewer jobs.

Hurses represented a large proportion of the total cost of
the Review Body groups, and if there was no staging at all
for them it would be extremely difficult to keep the overall
annual costs down to arcund the 7% per cent figure.

Giving relatively more favourable treatment to GPs and
dentists would make that objective aven harder to achieve.
One possibility would be to stage the basic %% par cant
recommendation for all doctors and dentists, but not to
stage the extra amounts for GPs and dentists recommended by
the Review Body in recognition of introduction of the new
contracts. ©On the other hand there were dangers in tying
the Government's response too closely to the contracts
igsue.

Summing up this part of the discussion the Prime Minister
sald that the Cabinet 0Office were now co-ordinating work on a
range of detailed options on the broad approach she had outlined
at the beginning of the discussion. Further consideration should
await the results of that work. It was agreed that the aim
should be to complete consideration of the reports so that
announcements could be made on Thursday 1 February.

Discussion then turned to the links to and implications for
the ambulance dispute. The Prime Minister suggested that, with
the Government reaching decisions on Review Body pay for 1990-91,
it might be appropriate for NHS management to think in terms of a
tvo-year deal for ambulance staff and other non-Review Body staff
covering both 1989-90 and 1990-91. Your Secretary of State said
he could see a case for such an approach and would consider it
further. Careful consideration would need to be given to the
gize of the sattlement envisaged for non-BEeview Body staff for
1990-91, but his initial reaction was to aim for around 7% per
gent. A higher figure might however prove necessary. The Prime
Minister commented that pay costs for these groups would need to
be strictly controlled.

I am copying this letter to John Gieve (HM Treasury), and to
S&ir Robin Butler and Richard Wilson (Cabinet Office).

N
A

Andy McKeon, Esg.. [(FAUL GEAY)
Department of Health.
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FRIME MINISTER

BITATERAL WITH ME CLAREE: 18 JANUAEY

You are seeing Mr Clarke tomorrow to discuss the medical Pay
‘-\—I—__-_I_I

Review Bodies and tha links with the ambulance dispute. The

S ey

Thancellor will also be present.

— SE= =

Feview Badies

I have taken the liberty this evening of alerting Mr Clarke's

Private Secretary to the broad approach you have discussed and
agreed with the Chancellor. 1 was not able to get a very clear
idea of Mr Clarke's initial thoughts, but I think they probably

— = &

are:

abatement would be dis=astrous;

= S

he would prefer to pay the recnmmandatiDHE in

==

from the beginning of the year;

= S

but, with some reluctance, he recognised that there
may be wider policy considerations that point to

staging;

—— -

he is particularly concearned not to upset the GPs
given the impact this might have on the passage of
the HHES Bill.

e —

I am slightly surprised if, even within the context of Health
Service issues, Mr Clarke thinks the best approach is to pay

the awards in full. I put Te his office the point that his own
position with the ambulancemen could be made more difficult by
immediately agreeing to substantially higher figures for the

Review Body groups.

Now Mr Clarke has advance warning of your views you will want
to consider how teo handle the discussion. I suggest you take




F

the initiative by setting out your preferred approach. You
might want to say that you do not rule out the possibility

that, within the wvarious sté%ing arrangements, there could be
relativities giving one group more than another. But your

—

instinct was to give top priority to the nurses rather than the

dootors.

Mr Clarke will not have been fully briefed on the non-medical

those within his area of responsibility.

e ———

Link with the Ambulance Disputa

This i=z an important dimension. The Cabinet Office have been
giving it some thought and Robin Butler's note below raises one

possibility, namely linking the Review Body anncuncements with

steps towards a two year deal for ambulancemen. I think this
merits consideration, although tﬁe“relﬁtive ti@ipg_gig still be
a bit out of phase. Ambulance pay for 1990-921 cannot be

considered separately from the nthg;_ggn:nﬂvigw Body health

EEEEf and it would be unusual to start those negotlations as
early as January/February. That said, tying all the various
issues together could ba the best way of giving the

ambulancemen a face=-gsaving formula of settling the 1989-90
R ansewrn o — = ;
award without ﬁﬁﬂ management making any significant

| concessiens. But this weuld only be possible in my view if

' the Review Body awards are trimmed back by staging.

= —— —_—

The alternative approach to the ambulancemen would be simply to
let them stew, by pressing ahead with the Review Body
announcements and leaving them to pursue an ever more out-dated
pay claim. Dut the relative attractions of that approach
depend critically on movements in public opinion. Its
attractions are increased if the ambulancemen continue to lose

some degree of puklic support.

Rocs.

PAUL GRAY
17 January 1990
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From the Private Secretary

SIR ROBIN BUTLER Si'fﬂ{; &G o MASEAS

1990 REVIEW BODY REPORTS

The Prime Minister was grateful for your minute of 16 January
which she discussed with the Chancellor this afternoon.

The Prime Minister and Chanceller concluded that the option of
abating the Review Body recommendations for basic pay should
not be pursued. But it would be necessary to consider staging
the awards. Detailed consideration should be given to the
various recommendaticons for "add ons'; these needed to be
locked at case by case and in some instances, for example the
renewead recommendation for an extra £1,000 for consultants and
in relation teo their distinction awards, abatement might be
appropriate. In other instances staging could be appropriate.

The Prime Minister and Chancellor wanted the detailed work by
officlals on possibilities for staging to cover variocus
options. The central cases should focus on an average year on
year cost of around 74 per cent (possibly 7.6 per cent to
coincide with the remit for the IAC on teachers' pay). There
might be some of the more meritorious aspects of the add on
proposals which could be regarded as additional to the 7% per
cent cost limit. Alternative options, both lower and higher
than the 75 per cent figure, should alsoc be costed. Within the
different Review Body groups the top prierity should probably
be given to the nurses. As regards the details of staging,
attraction was seen in leaving implementation of the final step
until January 19%1. There should be no guestion of pensionable
pay differing from actual pay levels.

The Prime Minister and Chancelleor did not discuss in detail the
funding of the awards. But they commented that higher pay must
have consequences for the number of peopla who could be
emploved.

on the timetable, the Prime Minister and Chancellor wanted to
ke able to reach decisions on teachers' pay in parallel with
the Review Body groups, and to be in a position to make the
combined announcements on 1 February.

I am sending copies of this minute to John Gieve (HM Treasury)
and Richard Wilson (Cabinet Office).

M

PAUL GRAY
17 Japuary 1990
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Ref. AD90/130

PRITME MINISTER
1990 REVIEW BODY EEPORTS

I promised that when I had spoken to the Permanent
Secretaries concerned I would let yvou have a note about the
optione te¢ be considered for this year's Review Body
recommendations as a basis for your discussion with the
Chancellor of the Exchequer tomorrow.

2. We intend to carry out the work on a timetable which keeps
open the option of an announcement on 1 February. You may wish
to discuss with the Chancellor and subsegauntly Mr Clarke
whether this is the best timing. Tt would be pussihlaFEEHEEEEE_
the announcement until mid-February if you wanted, but not beyond

that. . B

Abatement

o One option would be to abate all the Review Body reports.
Apart from the TSRE this has only been done ﬁgigg {for the DDRB
in 13Eiﬂ and to a limited extent last year) and it is

tradeiunally regarded as the least acceptable method, not least
to the Review Bodies themselwves.

4. Nonetheless, gilven the high level of the recommendations
this year and the need to bring down inflation, you may wish to
see possible levels of abatement set out in the paper for
Ministers. The pnasibiliEIEE_ﬁinclude abating awards for all

groups to:

; 1 6.5%, the basic increase offered to ambulancemen

{altﬂnugh in their case tha offer relates to 1985-50); or

ii. 7.6% which would provide a link with what the

i

Government has already said that it would be prepared

to accept when setting the remit to the Interim
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Advisory Committee on teachers' pay. This would be
approximately the rate of inflation without making a

direct link; or

iii. 9%, the increase offered to ambulancemen for 18 months,
or a little balow.

A5 In practice if you decided to abate the awards you might
wish to have different levels of abatamgg; for different groups.

——m

Even if you decided against abatement generally, you might want
to abate particular recommendations (as you did last year with

the doctors and dEnEIEtEJ. One approach might be to make the
biggest abatement in the TSRB groups, reducing them to something
like 7.6% or even 6&6.5%. The NHS groups might then suffer a
smaller abatement to 9% (or even 9.6% which would leave the
nurses' award untouched but produce moderate reductiona for
doctors and dentists and PAMs) . A decision would be needed about

whether the armed forces should be treated like the TSRB groups

-

or the HHS groups.

—

Staging

[ The alternative is to stage the awards. There are many
possible wvariations and it is difficult to know what the best
options would be until =some preliminary work has been done. But
as a first shot the paper for Ministers might usefully explore
what staging would be nesded for each group in order to bring the
overall cost in 1990-91 down to:

or

iii. 9% (or a little below).

In exploring these alternatives it would be important to try to
preserve the main features of the awards while bringing down the
SECRET




overall cost.

y £ As with abatement, there could be different staging for and
within sach group. But you may wish to defer considering this
until you see the results of the analysis.

last year's award for doctors and dentists

B. On a detailed point the Government decided last year to
raject the recommendation of the DDRB that there should be a
£1000 addition to the top of the consultant's scale plus an
increase in the rate of A+ distinction awards from 95 to 100%, in
view of the expansion in consultants' posts agreed in the NHS
review.

9. This year's report is critical of this decision and repeats
the recommendatiens. If you agree we propose to make the working

assumption that you will wish to rEi?ct the recommendations

again on the grounds that the Government has already taken a viaw
en them, although this will be subject teo final decisions in the

light of decisiocns on the DDREE report overall.

—

Teachers' pay
10. You will wish to enstire that if there are diffearences

between the treatment uf t&achers and of the Review Body groups

they are raadily defensihla ¥ou will alsoc wish to note that if
you decide to overrule the IAC's recommendations thiE will
require a Parliamentary procedure with an afflrmatlval;hsﬂ u {Eﬁg‘
The Interim Advisory Committee on teachers'! pay wera gilven the
remit of a 7.6% increase but in their last two reports have
exceadad thET;d;;ﬁit. The IAC's recommendations should, we hope,

be known a week today, ie on 23 January.

Funding

11. Finally, we assume that you will want the work by officials

to cost the various approaches set out above and look at options

for their funding. This applies particularly in the case of the
SECRET




NHS groups where the 1990-91 PES provision contains no funding

for any rises &ngg_the forecast GDP deflator of 5%.

Conclusion

12, I would be grateful to know whether wvou are content that
work should be carried out on the basis set out above. It would
be particularly helpful to know whether you and the Chancellor
want us to explore the full set of options on ahatement set out
in paragraph 3, and ﬂf staging set out in paragrag__g or whether
there are SSE; alternatives which wvou feal able to rule out at
this stage or additional optionas which you would like us to

considar?

13. I am copying this minute to the Chancelleor of the Exchequer.

Pes.

ROBIN BUTLER
16 January 1990
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REVIEW BODY REPORTS
MEETING OF PEEMANENT SECHRETARIES
16 JANUARY 1990

The purpose of the meeting is:

. T to tell Permanent Secretaries about the main

recommendations in the reports;
ii. to discuss timing and procedure;

jii. to set in hand work on the report to Ministers and in
particular discuss the options which you will be putting to
the Prime Minister in a minute after the meeting.

Recommendations in the Report
ve those

to make, drawing on your talk with Mr Talintyre. I attach a copy
of the note he gave you.

Timing and Procedure

3. The reports of the Review Bodies on Armed Forces' Pay and on
Doctors' and Dentists' Remuneration have now arrived. The other
Review Body reports, except the TSRB, should arrive during this
week. The TSRB report is expected to arrive arcund 25 January.
We hope to know what is in the report of the Interim Advisory
Committee on Teachers' Pay on or shortly after 23 January
although the report will only come in just before the end of the
month.
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( SECRET )




SECRET
(" SECRET )

4. The timing of the annocuncement of the Government's decisions

on the Review Body reports will need to be considered in relation
to:

i, the ambulancemen's dispute. I understand from Mr Gray
that the Prime Minister will probably discuss this with Mr

Clarke later in the week, after she has had a first word
with the Chancellor of the Exchequer at Wednesday's
bilateral. You may wish to ask Sir Christopher France
whether he knows what timing his Secretary of State will

wan view apo

ii. teachers' pay. As usual Ministers will need to decide
whether to announce the decisions on the Review Bodies' and
the IAC recommendaticns at the same time or whether to let
the latter follow a week or two later. The timetable would

appear to accommodate both options. Last year the Prime

Minister was firmly in favour of simultanecus announcements.
wish Hr C W [
the ! [~ = a

latest, whether they have any idea what they will be, and
simalta

5. Subject to these two points we are planning on the basis of
an announcement on Thursday 1 February. This is what you
indicated to the Prime Minister in your minute on Friday and we
understand that she is content.

6. We therefore need to start work on a paper for Ministers as
quickly as possible with a view to having a first draft ready by
next Monday evening, 22 January, at the latest so that it may be
considered by the Prime Minister, the Chancellor and the Chief
Secretary at their meeting the next day. I will arrange for a
small interdepartmental working group to start work immediately.
o as =
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colleagues to say who their representatives will be.

Ts The aim will then be to have an informal meeting of all the
key Ministers concerned in the week beginning 29 January in the
normal way, with a view to putting the proposals formally to
cabinet on 1 February and announcing them that afterncon. The
Prime Minister will wish to decide what the composition of the
Ministerial group should be. But the main candidates are: the
Lord President, the Chancelleor of the Exchequer, the Loxrd
chancellor, the Secretaries of 5State for Wales, Defence,
Employment, Northern Ireland, Education unﬂ_science, Health and
Scotland, the Chief Secretary and the Minister of State, Privy
Council Office.

Handling of Reports

8. I suggest that the reports of the Review Bodies should be
passad to the private offices of the Permanent Secretaries as
they come in (we shall have some to hand out at the meeting) .
This will enable us +to get ahead guickly with work on the
Ministerial paper; and will enable Mr Clarke to be ready for his
discussion with the Prime Minister later this week. It will be
all the more important this year to ensure that there are no
leaks. ecreta be

Report to Ministers

9. The main question to decide on the content of the paper for
Ministers is what advice it should econtain, both as to the
abating or phasing of awards and as to their funding. Given the
high level of recommended awarde this year it would be very
helpful to have early guidance from Ministers. You may wish to

She may of course wish to have a word
SECRET
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with the Chancellor at her bilateral on Wednesday before dolng

90 .

10. I attach a draft minute for your signature setting out the
main opticns which, after consultation with the Treasury, it
seems to us that you should put to the Prime Minister. XYou may
wish to hand it round and invite the views of the meeting. 8ir
Peter Middleton's comments would be particularly welcome: I
understand that Treasury officials will be seeing the Chancelleor
at 4 pm today.

11. There may also be some difficult qﬂeatians about how far the
cogts of awards should be met from within existing PES provision.
We have not yet discussed this with departments for cbvious
reasons. e an imina reactio
al i i be he F
ny oth i of parti icu which
Permanent Secretaries think will need to be brought out in the
paper for Ministers.

By .

R T J WILSON
16 January 1990
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CONFIDENTIAL
PAY REVIEW BODY REPORTS

Main recommendat ions Estimsted increase in
paybill for 1990-91

£million ENE'E-E.E
10.9(1)(3)

DOCTORS AND DENTISTS 330(3)

(i) Basic increases:
Hospital and Commmnity
Health Service - 9,58
General Medical
Practitioners _11.55¢2)(3)
General Dental
Practitioners -10.5%

Repeat of last year's recommendations for
£1,000 addition to top of consultant scale
(with consequential increases in awards)
plusmi;tmuftﬂpamrdfrmgﬂtn
100% of scale maximm.

Total increase of 15.2% for consultants
with top awards and 12.4% for all other
consultants on scale maximm. (Increase
on 1689 recommended rates - 9.5%).

(344)£1,000 additional increment on top of
associaste specialists scale, giving total
increase of 12.8%.

Notes: (1) Increass on 1980 recommended rates - 10.3%.

(2) This is the intended increase in average net
resumeration; the new contract im particular
may result in considerable individual variations.

(1) Some target payments for GMPs are recommended
as outside intended average remuneration and are
not included in these figures. Using Dol estimates
of take-up and assming pro rata expénses, these
would add 0.8% to GfPs average net remuneration and
some 0.3% to the total paybill. [These figures
could not be deduced from the report].

W.B. Figures in bold are in the report. The other figures can be deduced from
t.hempu.:-t.e::ceptuhe:-euthemisenﬂhd.

Hmmﬂvaﬁmmﬁmiumhmicmwmmmaﬂnﬂthr
MHS in particular, inadvisable to use costings as a firm basis for funding

decisions. :
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CONFIDENTIAL

RURSES
(i) Across the board 9%.

(ii) Higher increases for lowest paid of
9.4-11.4%.
,l.b-:u%tim of lowest age points, giving
16.7%.
(Extra cost of glving more than 9% to
these I catepories: £7.2m).

(iii) Pupils/students: 12.6-13.4% (extra
cost over ﬁl 515-&!]'-

(iv) Psychiatric lead increased from
£3275 to £350 (cost: £10.5m).

{v) Standby and on-call rates increased
by 30-51% and brought into line with
PAMs'! pew rates (cost! £2.1m).

(vi) London allowance: two-tier cystem
retained. Supplements (% of
salary) and weighting (cash sums)
adjusted and brought into line with PAMs'
new rates. Cost E13.3m, representing an
average increase of 12.5% but with widely

varying effect:

From To Individusl increases(1)

Inner London (qualified) 9% + £981 o + £1,550 £166-314
" n (unqualified) 5% + £081 5% « £1,300 £346-361

Outer London of + £981 5% + £1,100 £146-171

Fringe 234 + £149 24X + £200 £64-77

(vii) Flexible pay pilot scheme: max. available increased to £12m (not
included in costings or pay increases ).

(viii) Senior nursing grades to be sbject of supplementary report in Spring;
mp:m:lsimmadeintm_ﬂ.rﬁutfnrmhs.

Largest increases in total pay for any significant numbers are for
pupils/students in Inner Lemdon who would get about 16%. An a jable mmber
of unqualified staff in Inmer London would get around 12-15% (with a very few

young peaple getting up to about 20%).
Note (1): Subject to any abatement for those in NHS accommodation.
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FROFESSIONS ALLIED TO MEDICIRE
(i) Across the board 9.75%

(ii) Higher increases for lowest paid of
10.1-10.8%. (Extra cost of giving
more than 9.75%: £0.2m)

{iii) Standby & on—call rates increased
by 9-24% (Cost: £0.06m)

{iv) London allowance: two-tier system
retained. Supplements (£ of
galary) and weighting (cash sums)
adjusted and brought into line with
nurses' new rates. Cost £2.4m,
representing an average increase of
21.3% but with widely varying effect:

From To

Inner London {qualified) o + £1,267 ot + £1,550
- "  (unqualified) o + £1,267 ot + £1,300

Outer London o 4+ £757 5% + £1,100

Fringe 243 + £149 244 + £200

{v) Health Departments' proposals for a pilet scheme of flexible pay
supplements not supported.

Largest increases in total pay are for staff in Outer London, ranging from 11-
15%. At the other extreme some unqualified staff in Inner London would get
ﬂﬂl}" Ei?"‘EIEE-ﬁ

Note(1): Subject to abatement for those in NHS accommedation.




ARMED FORCES
(i) Basic pay increase in range from 8.7-9.5%
{ii) Increase in 'X factor’ of 0.5

Combined effect of (i) and (ii), with usual
tapering of 'X factor'! for senior officers,

is increases in military salaries of 9.0-10.0%.
(Arigadiers down to Sergeants all within 9.0-
9.3%; Corporals to Privates 0.4-10.0%).
Average increase of 9.4%.

(iii) New system of retention incentives, based on
MOD propoeals, giving bomuses of £2,000 for
non-commissioned persormel for 6 years'
gervice :z\m}i a further £2,000 for § years'
servicey 1 For Army officers, boruses of
b, for 6 years' service and promotion to
Capt and a further £6,500 for § years'
service and promotion to Major, in cach case
with a commitment to serve a further ] years.
These bonuses account for an increase of
about 1.4% on the total paybill.

Officers' flying pay restructured, as MOD
proposed, to encourage retention of more
experienced airerew. Top rate increases

from £12.77 to £17.97 a day. Increases in
total pay for about half of ficers in receipt
of [lying pay of around 14-15%, and an gverall
range of 7-18%. (Paybill effect of 0.1%).

Same changes in bases of food and accoemodation
charges, most particularly in removal of rates
element in accoammodation charges in England and
wales. (Overseas the rates clement will be
replaced by a "facilities charge" determined by
MOD).

Lowest increases: University cadets - 4.1-6.0%.

Highest increase: Junior under 161 (abolition of lowest
age point) - 23.0%.

Note: (1) Amounts will vary for some personnel already serving to take
oot of their existing terms of engagrment.

4.
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CONFIDENTIAL
TOP SALARTES

Basic increase of 7% for Permanent Secretaries and above and comparable top

in armed forces (CDS and 4 star officers) and in judiciary (High Court
Judges and above). Targeted increases far other groups of posts included
below.

Civil Service fthousand % on senior
civil service

paybill

(i) Basic increase of 7% (not on London 2,093 6.8
& Allowance)

(ii) London Grade 3s an additional £1,200 445 1.5
" (increases total from £4,100 at pew min.
to £4500 at max.)

{iii) A1l Grade 2s: £4,500 (7% basic plus
. additions) - as for London Grade J max.
Extra cost over 7%

{iv) Performance-related pay scheme for Grades
2 & 3, as proposed by Govt.; with 2% gross
on Grade 2 & 3 paybill to fund payments
above standard increase. Will be
transitional net costs until scheme matures
to become self-financing; estimated net
cost in 1990-91 a little over 1% of senior
civil service paybill. Also implementation
costs in 1990-91 of restructuring to remove
incremental points; on basis of figs.
supplied by Treasury we estimate this at
alxub%! of sendior civil service paybill.

Resultant pay increases!:

Grade 1A and above: 7%

Grade 2t 7.5% at max, increasing to §.9%
at min.

Grade ] in London: 9.1-9.6%

Grade ] elsewhere:

Grade 2s and 33 presently below the normally
attainable max. would get additional
assimilation increases, as Govt. proposed,
giving individuals totals between 11.5-18.7%
{including basic 7%); in effect bringing
forward incresents due late this year or
next under current arrangements.

.. [ SECRET ]
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{1) Basic increase of 7L
(ii) Additional 2.75% for Z & ] star of ficers

Judiciary

(i) Basic increase of 7%

(ii) Additional 10% for Groups 5 to 7 (Senior
Circuit Court Judges and below).
Recommended to be staged over 1 years,
with 5% from 1.4.90, costing in 1990-91:
Ifgtagtdineqlmlpa:tsmraym,
cost in 1000-91:

Overall paybill costs for remit groups as a whole would be 0.4% with
staging for the judiciary or 10.2% with 2 year staging. These [igures
the transitional and implementation costs of performance pay, which might add

abat 4% to the overall paybill.

The drafting of the mpnrtismt.yctcmpletemiti.smtmtainmich
figures will be explicit, bot it j= intended that none of the paybill

implications will be in the report or derivable from it.




( SECRET )

DRAFT MINUTE FROM SIR ROBIN BUTLER TO THE PRIME MINISTER
1990 REVIEW BODY REPORTS

I promised that when I had spoken to the Permanent

gSecretaries concerned I would let you have a note about the
options to be considered for this year's Review Body
recommendations as a basis for your discussion with the
Chancellor of the Exchequer TomOrrow.
Abatement .
2. One option would be to abate all the Review Body reports.
Apart from the TSRB this has only bean done twice (for the DDRB
in 1981 and to a limited extent last year) and it 1s
traditionally regarded as the least acceptable method, not least
to the Review Bodies themselves.

3. Nonetheless, given the high level of the recommendations
this year and the need to bring down inflation, you may wish to
see possible levels of abatement set out in the paper for
Ministers. The possibilities include abating awards for all
groups to:

. 8 £.5%, the basic increase offered to ambulancemen
(although in their case the offer relates to 198%-90); or

ii. 7.6% which would provide a link with the remit to

the Interim Advisory Committee on teachers' pay and
would be approximately the rate of inflation without
making a direct link: or

iii. 9%, the increase offered tc ambulancemen for 18 months,
or a little below.

4. In practice 1f you decided to abate the awards you might
wish to have different levels of abatement for different groups.

( SECRE}"]
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For instance, one approach might be to make the biggest abatement
in the TSRB groups, reducing them to something like 7.6% or even
6.5%. The NHS groups might then suffer a smaller abatement to 9%
{or even 9.6% which would leave the nurses' award untouched but
produce moderate reductions for doctors and dentists and PAMs). A
decision would be needed about whether the armed forces should be

treated like the TSRB groups or the NHS groups.

staging
5. The alternative is to stage the awards. There are many

possible variations and it is difficult td know what the best
options would be until some preliminary work has been done. But
as a first shot the paper for Minirters might usefully explore
what staging would be needed for each group in order to bring the
overall cost in 1990-91 down to:

or
iii. 9% (or a little below).

In exploring these alternatives it would be important to try to
preserve the main features of the awards while bringing down the
overall cost.

6. A= with abatement, there could be different staging for and
within each group. But you may wish to defer considering this
until you sea the results of the analysis.

Last year's award for doctors and dentists

r On a detailed point the Government decided last year to
reject the recommendation of the DDRE that there should be a
£1000 addition to tha top of the consultant's scale plus an
increase in the rate of A+ distinction awards from 95 to 100%, in
view of the expansion in consultants' posts agreed in the KHS
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review.

8. Thie year's report is critical of this decision and repeats
the recommendations. If you agree we propose to regard them as a
separate matter on which the Government has already taken a view
and to leave them aside from the work on this year's

recommendations.

Teachers® pay

9. You will wish to ensure that if there are differences
between the treatment of teachers and of tlHe Review Body groups
they are readily defensible. The Interim Advisory Committee on
teachers' pay were given the remit of a 7.6% increase but in
their last two reports have exXceeded their remit.

Funding

10. Finally, we assume that you will want the work by officilals
te cost the various approaches set out above and look at options
for their funding. This applies particularly in the case of the
NHS groups where the 1990-91 PES provision ceontains no funding
for any rises above the forecast GDP deflator of 5%.

Conclusion

10. I would be grateful to know whether you are content that
work should be carried out on the basis set out above. It would
be particularly helpful to know whether you and the Chancellor
want us to explore the full set of options on abatement set out
in paragraph 3, and whether you are content with the figures for
staging set out in paragraph 5.

(LsecRET)
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ERIME MINISTER

PAY REVIEW BODITES

Robin Butler was this afterncon given a briefing on the key

figures emerging from all the Pay Review Body Reports. 1 was
——
present.

The news is bad. The poeition i summarised in the notes
S
attached to Robin'e minute at Flag A.

—

In SUmMmary:

Doctors! and Dentists' recommend basic lncreases D?_ELEJEEF
cent for hospital doctors and 11.5 per cent for GPs with a
1990-91 pay bill cost of 10.9 per cent.

Nurses recommend a basic 9 per cent and a pay bill cost of
9.6 per cent.

Professions Allied to Medicine recommend a basic 9.75 per
cent and a pay bill cost of 10.1 per cent.

Armed Forces recommend basic increases from B.7-9.5 per
i —

cent, with a pay bill cost of 10.9 per cent.

Top Salaries recommend a baslc 7 per cent, but with various

further increases, particularly for Judges. The pay bill
cost iz 9.4-10.2 per cent (depending on the staging for the
judiciary} .

he proposals for medical staff do nothing to ease the handling
of the ambulance dispute - indeed they make it more difficult.

We will be getting most of the reports themselves during the
course of next week. But the Armed Forces Report has arrived

this evening and is attached at Flag B. The last one to come in
will be the TSRE on 25 January.

N

B ]
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This timetable for receipt of the reports means that we could aim

for publication and announcements as early as Thursday

1 February. The report of the Interim Advisory Committee on
—e———

Teachers' Pay should alsc be avallable soon encugh to enable

fitting in to the same timetable if you so wished.

———

But whether or not you want te aim for 1 February will depend con
a range of factors, not least the ambulancemen, and it would be
perfectly possible to delay for a week or two. (Last year the

announcement was not until mid-Fabruary.)

In terme of internal handling, we suggest the following:

¥You should have an initial word with the Chancellor at your
-—  —

bilateral next Wednesday 17 January.

—

In view of the link between the medical reports and the

o e T B A R L)
~ambulance dispute, you might then want to have a word with

— T ——
Fenneth Clarke later next week.

¥You should then have a meeting in the week beginning

22 January with the Chancellor, Chief Secretary, Sir Robin
Butlar and Richard Wilson to lesck at a first draft of the
usual Cabinet Office paper analysing the ﬂEE}nns. (This

will be a more difficult paper to prepare fhap last year;

first, because of the high level of the basic recomendations

and second because the reports seem to include a whole mass
of complex recommendations for special additiens.)

e

You could hold a meeting with the full range of affected
colleagues in the week beginning 29 January.

_—— e
s,

PAUL GEAY

12 January 1990
AIMNECONOMICMNREVIEW. DAS
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Ref. AD90/109

PRIME MINISTER
19950 REVIEW BODY REPORTS

s You will be receiving this year's Review Body reports over
the next week with the exception of the report of the Top
Salaries Review Body which should arrive arcund 25 January.

2. I have today received in strict confidence from the Director
of the 0Office of Manpower Economics a summary of the main

recommendations which the reports are likEI;_tn ﬂgntain, sat out
in the attached note.

3. The figures are high and clearly present some serious and

difficult issues. You will wish to consider how the reports
g
Should be handled.

4. I will, if you agree, see the Permanent Secretaries of the

e

key departments concerned next Tuesday in' the usual way and then

ask Mr Wilson to chair a small group to prepare a paper for

Ministers covering the costs and options. I will stress the

importance of ensuring that the reports are seen only by named
individuals. This will be all the more important this year given
the sensitivities.

5. ¥You may wish to have a first discussion of the figures with

the Chancellor of the Exchequer at your bilateral meeting with

him next Wednesday afternoon. I will let you have a note about

pEEsLble broad approaches on abatement and staging for this
meeting in the light of my discussion with Permanent Secretaries.

b. You may also wish to consider having a word with the

Secretary of State for Health next week about the implications of

the Review Body reports for the handling of the ambulancenen's
SECRET




dispute,

T Thereafter you may wish to keep open the option of putting
the issues for decislon to a group of the key Ministers

— —— T ——

concerned in the week of 29 January, with discusaion in Cabinet
and an announcement on Thursday, 1 February. If you decide to do
this we will aim to compile the first draft of a paper for
Ministers in time for you ts_disnuss it Hikh the Chancellor and
the Chief Secretary in the week of 22 January. Alternatiwvely you
may wish to defer collective discussion for a week or two into
February. It would be difficult to defer decisions bayond that,
given the Government's commitment to an announcement by mid-

February.

B. We are assuming that you will wish to consider decisions on
teachers' pay in parallel with the reports of the Review Bodias.

The Department of Education and Science say that the
recommendations of the Interim Advisory Committee (who were given
a remit based on an overall increase of 7.6 per cent) should be
known on or shortly after 23 January with their report coming in
formally just before the end of the month. This should keep open
the option of a simultanecus announcement cn 1 February.

0. I am copying this minute and enclosures to the Chancellor
of the Exchequer and Sir Peter Middleton.

fee B

ROBIN BUTLER

12 January 1990
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CONFIDENTIAL
PAY REVIEW BODY REPORTS

Main recosmendations . Estimated increase in

ﬁﬁj_u. for 100001

11;],1;'[ 13(3)

DOCTORS AND DENTISTS 230(3)

(i) Basic increases:
Hospital and Community
Health Service - 0.5%
General Medical
Practitioners -11.5%(2){3)
General Dental
Practitioners -10.5%

Repeat of last year's recommendations for
£1,000 addition to top of consmltant scale
(with consequential increases in awards)
plus an increase of top award from 95% to
100% of scale maximm.

Total increase of 15.2% for consultants
with top awards and 12.4% for all other
consultants on scale maximm. (Increase
on 1989 recommended rates - 9.5%).

(1ii)£1,000 additional increment on top of
associate specialists scale, giving total
increase of 12.8%.

Notes: (1) Increase on 19890 recomeended rates - 10.17.

{2) This is the intended increase in average net
remmeration; the new comtract in particular
may result in considerable individual variations.

{3) Some target payvments for GMPs are recommended
as outside intended average remmeration and are
not included in these fipures. Using DoH estimates
of take-up and assuming pro rata expenses, these
would add 0.8% to MPs average net remmeration and
some 0.3% to the total payvbill. [These figures
could not be deduced from the report ].

N.B. Figures in bold are in Che report. Ihe other [igures can bDe decuced from
the report except where ctherwise noted.

Because of various uncertainties in basic manpower and cost data available for
NHE in particular, inadvisable to use costings as a firm basis for finding
decigions.

1.
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HURSES
(1) Across the board 9%.

{ii) Higher increases for lowest paid of
9.4-11.4%.
hh-u%t.i{m of lowest age poinmts, giving
16.7%.
(Extra cost of giving more than 9% to
these 2 categories: #£7.2m).

{iii) Pupils/students: 12.6-13.4% (extra
cost. over 9%: £15.6m).

{i¥) Psychiatric lead increased from
E2TE to £350 {cost: £10.5m).

{¥) Standby and on-call rates increased
by 30-51% and brought into line with
PAMs' new rates (cost: &£2.1m).

London allowance: two-tier system
retained. Supplements (% of

salary) and weighting (cash =sums)
adjusted and brought into line with PAMs'
new rates. Cost £13.3m, representing an
average increase of 12.5% but with widely
varyving effect:

From To Individual increases(1)

Inner London (qualified) 9f + £981 =% + £1,550 £166-314
. " (unqualified) 5% + £981 5% + £1,300 £346-361

(uter London of + £981 5% + £1,100 £146-171

Fringe 238 + £149 24% + £200 £64-77

{vii) Flexible pay pilet scheme: max. available increased to £12m (not
included in costings or pay increases).

(viii) Senior rursing grades to be subject of supplementary report in Spring;
no provision made in this report for costs.

Largest increases in total pay for any gsignificant numbers are for
mpils/students in Inner London who would get about 16%. An appreciable number
of ungualified staff in Inner London would get around 12-15% (with a very fow
young people getting up to about 20%).

Note (1): Subject to any abatement for those in NHS accommodation.

Za




PROFESSTUMS ALLTED TO MEDTCTHE
.-'_.-"'-_\_\"H.
(i) Across the b-n:!.rlﬂ 'ﬁ'f’_ﬁf)';)
s
{ii) Higher increases for lowest paid of
10.1-10.58%. (Extra cost of giving
more than §.75%: £0.2m)

(iii) Standby & on—call rates increased
by 9-24% (Cost: £0.6m)

{iv) London allowance: two-tier system
retained. Supplements (% of
salary) and weighting (cash sums)
adjusted and brought into line with
nerses! pew rates. Cost E2.4m,
representing an average increase of
21.3% but with widely varying effect:

From Ta Individuaoal
increases' !/

Inner London (qualified) 5% + £1,267 5% + £1,59  £322-335
! i {unqualified) % + £1,207 5% + £1,300 £63-T1
Outer London 5% + £757 % + £1,100  £373-395

Fringe 2% + £149 Z4% + I200 £66-77

{v] Health Departments' proposals for a pllot scheme of flexible pay
supplements not supported.

Largest increases in total pay are for staff in OQuter London, ranging from 11-
15%. At the other extreme some unqualified staff in Inner London would get
only 5.7-8.8%.

Note(1): Subject to abatement for those in NHS accommodation.
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ARMED FORCES

(i) Basic pay increase in range from 8.7-9.5%
(ii) Increase in 'X factor' of 0.5%

Combined effect of (i) and (ii), with usual
tapering of 'Y factor' for senior officers,

is increases in military salaries of 9.0-10.0%.
(Arigadiers down to Sergeants all within 9.0-
0.7%: Corporals to Privates §.4-10.0%).
Averams increase of 9.4%.

(i4i) New system of retemtion incentives, based on
MOD proposals, giving boruses of £2,000 for
non-commissioned personnel for § years'
service ?n? a further £2,000 for 9 years'
servicey 1 For Army officers, bomses of
£6,5008 for 6 years' service and pramotion to
Captain and a further £5,500 for 0 years'
service and promotion to Major, in each case
with a coemitment to serve a further ] years.
These boruses account for an increase of
about 1.4% on the total paybill.

OFFicera' flying pay restructured, as MOD
proposed, to encourage retention of more
experienced aircrew. Top rate increases
from £12.77 to £17.97 a day. Increases in
total pay for about half officers in receipt

of flving pay of around 14-15%, and an owverall
range of 7-18%. (Paybill effect of 0.1%).

Some changes in bases of food and accommodation
charges, most particularly in removal of rates
element in accommodation charges in England and
Wales, (Overseas the rates element will be
I‘E]::li.-ﬂ.ﬂﬂi by a "Facilities charge® determined by
MOD ) .

Lowest inecreases: University cadets - 4.1=0.0%.

Highest increase: Junior under 161 (abolition of lowest
age poinmt) - 23.0%.

Note: (1) Amounts will vary for some personnel already serving to take
account of their existing terms of engagement.




TOF SALARTES

Basic increase of 7% for Permanent Secretaries and above and comparable tep
posts in armed forces (CDS and 4 star officers) and in judiciary (High Court
Judges and abowve). Targeted increases For other groups of posts included
below.

Civil Service fthousand £ on senior
Ccivil Bseryice

paybill

(i) Basic increase of 73 (not on London 6.8
Allowance )

(ii) London Grade 3s an additional £1,200 1.5
[increases total from £4,100 at new min.
to £4500 at max.)

(iii) A1l Grade 2s: £4,500 (7% basic plus
additions) - as for London Grade 3 max.
Extra cost over 73:

{iv) Performance-related pay scheme for Grades
2 & 3, as proposed by Govt.; with 2% pross
on Grade 2 & J paybill to fund payments
above standard incresce. Will be
transitional net costs wntil scheme matures
to become self-financing: estimated net
cogt in 1000-01 a little over 1% of senior
eivil service paybill. Also implementation
cogta in 1900-01 of restructuring to remove
incremental poimts; on basis of Figs.
supplied by Treasury we estimate this at
about £% of senior civil service paybill.

Resultant: pay increases:

Grade 1A and above: 7%

Grade 2: 7.5% at max, increasing to B.0%
at mins

Grade 3 in London: 9.1-9.6%

Grade 3 elsewhere: 7%

Grade 2s and 3is presently below the normally
attainable max. would pet additional
assimilation increases, as Govt. proposed,
giving individuals totals between 11.5-15.7%
(including basic 7#); in effect bringing
forward increments doe labe this year or
next under current arrangements.




(i} Basic increase of 7%
(ii) Additional 2.75% for 2 & 3 star oificers

Judiciary

(i) Basic increase of 7%

{ii) Additional 10% for Groups 5 to 7 (Senior
Cireuit Court Judges and below).
Recommended to be staged over 1 years,
with §% from 1.4.90, costing in 1990-91:
If staged in equal parts over 3 years,
cost in 1900-01:

Overall paybill costs for remit groups as a whole would be 9.4% with ] year
staging for the judiciary or 10.2% with 2 year staging. These figures exclude
the transitional and implementation costs of performance pay, which might add

about 4% to the overall paybill.

The drafting of the report is not yet complete so it is nol certain which
fipures will be explicit, but it is intended that none of the paybill

implications will be in the report or derivable from it.
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From: R T J Wilson
4 January 1930

F 03601

MISS FHIPPARD . cc Mr _;.zﬁf
Mr Monger
GEJLE
H[ H

TIMETABLE FOR PFAY REVIEW BODY REPORTS

- & We need to draw up a timetable for handling this year's Pay
Review Body reports. )

TIMING

2 The Office of Manpower Economics (OME) have told Mr Gray
that they hope to send the Prime Minister all the reports in the
course of the next two weeks - that is, by 19 January - with the
possible exception of the TSRB Report which is to be discussed on
10 January and may require a further meeting on 23 January. 1f
the further meeting is needed the report would not come in until
nearer the end of the month.

3. Whatever the precise timetabla for the TSRB, the Director of
the OME, Douglas Talintyre, expects to be in a position to tell
Sir Robin about the main recommendations in the reports by the
end of this coming week, 12 January.

PROPOSED TIMETABLE

4, I have agreed with Mr Gray that we should draw up a

timetable which keeps open the option of putting the issues to
the Cabinet on Thursday 1 February with an announcement that
afternocon. Ministers will need to consider the actual timing
carefully, not least in relation te the ambulancemen's dispute.
The Government's public stance i= that it hopes that review
bodies will be able to submit their reports in time for
decisions on them by the end of January or, at the latest, by
mid=February.
CONFIDENTIAL
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This suggests the following timetable:

Friday 12 January.

Mr Talintyre should be invited to come
in on this date to give Sir Robin an
account of the main recommendations with
a supporting note (as Mr Covington did
last vear). It would be helpful if Mr
Gray and I could be present, as in

previous years.

Monday, 15 January (or Tuesday, 16 January). Sir Robin

should chair a meeting with the other
key Permanent Secretaries to give them a
First indication of what is in ¢the
reports and to discuss their handling.
on the basis of last year's meeting this
would be attended by Sir Peter
Middleton, Sir Michael Quinlan, 8ir
Christopher France, Mr Thomas Legg, Mr
Hayden Phillips, Mr Monger and myself:
and I think it would be sensible also to
invite Mr John Caines because of the
link with teachers' pay. After the

meeting we will provide Sir Robin with a
draft report to the Prime Minister and
start work on the paper for Ministers.

Wednesday, 17 January. The Prime Minister and the

Week of 22 January.

Chanceller of the Exchequer will then
be able to have a first word about the
recommendations at thelr weakly
bilateral.

Meeting between the Prime Minister, the

Chancellor and the cChief Secretary to

discuss the first draft of the paper for
CONFIDENTIAL
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Ministers (eirculated beforehand tc this
small group) with Sir Robin and myself
in attendancea.

Monday 29 January or Tuesday 30 January. Meeting of the
"larga" group of Ministers most closaly

concarted.

Thursday 1 February. Cabinet and anncuncement.

6. We shall cnce again ask Departments to restrict access 1o

the report to named individuals.

TEACHERS' PAY

A Wa are assuming that Ministers will want to make the
announcement on teachers' pay simultaneously with that on the
Feview Bodies, as last year.

g. The Department of Education and Sclience are therefore trying
to persuade Lord cChilver to put forward this wvear's
recommendations from the Interim Advisory Committee on a
timetable which fits in with the above. Present indications are
that the IAC's recommendations should atTiatest be known on or
ghortly after 23 January with the report coming in just before
the end of the menth. It is possible that they will be known
before then, which would make the parallel handling easier.

9. There will alsc ba a meeting of E[(EP) on 18 January to
discuss long-term pay machinery for teachers. Ministers will be
able to decide thereafter whether and how decisions on that
subject should be tied in with the announcement on the Review
Bodies. There will at least have to be a line to take.

NEXT STEPS

10 If Sir Robin is content, you will wish to get in touch with

Mr Talintyre and invite him in to see Sir Robin next Friday 12
CONFIDENTIAL
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January or, failing that, Monday 15 January. You may also want

to set up the meeting with Permanent Secretaries so that we are
ready to start work with Departments as and when each report
arrives.

.

R T J WILSON

CONFIDENTIAL
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Ref, A0OB9/3328

HOTE FOR RECORD

¢ Mr Evans
Top Salaries Review Body

5ir Robin Butler held a meeting with Sir David Nickson and
Sir Peter Middleton on 20 December, to discuss TSRB. Sir Robin
Butler EleﬂInEd that he and Sir Peter Middleton had been asked

possibility of rELemmenﬂatlene from tha TSREB for substantial
increages. ke Sir David knew, Ministers were sensitive to the
link between pay and the economy more generally. At presant,

th&y were teﬁI;E_a f1rm stand on the amblilance workers' claim,
despite a heavy price in terms of adverse publicity, because of
the potential effects on other areas of public, and then private,
sector pay. Consistent with that had been their handling of the
recent settlement of Ministers' salaries. They were particularly
anxious to aveiﬂ_iqh_-eettlemeﬁte in areas with a high public

profile; tep salaries clearly fell into this catagory.

2a Sir David Nickson said that he was well aware of the

Government's concerns. He had found his recent meeting with the
Ehaneeller of the Exchequer very helpful. It had enabled him to
set out the likely outcome for Ministers?® consideration, and
also to take back to the TS5RB the Government's current position.
Equally, TSRBE members had to bear in mind not only the pay levels
they thought appropriate for senior staff at present, but also
long term considerations and relativities. Many members saw
their independence as fundamental and would not wish to be seen
in any way to compromise that, However, after some discussion at
their last meeting, members had agreed to amend their nriqinal
proposals. The standard ln:reaee to be recommended was now 7

cent, In writing up their report, the TSRE would differentiate
clearly between judges, senior civil servants and the military.

P

:
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cn the judiciaryf{ members had ceased to insist that the extra 10
per cent for circuit judges and the judiciary below them should
be phased over only two vears. The.report was likely to say that
the increase =should be made over two or three yearg (with the

recommendation for two years). ©On the Civil Service, the real
problems over differentials arose from the current Grade 4 and 5
pay levels. Spacial increases would therafore be targeted on the
minimum and maximum of the Grade 2 and 3 scales. 1In agreesing to
reduce the standard increase from 7% to 7 per cent, members had,
however, agreed that the money available for performance pay
should be increased from 1% per cent to 2 per cent of the pay
B1lll. There was still a good deal of concern over the longer
term problems, and the credibility of an independent review body
if it said repeatedly that recommendations were constrained,
despite genuine need, by economic circumstances. However, there
was no intention this vyear to give an indication of the
increases that the review body would "ideally" have recommended.
H=

¥s In presenting their recommendations, the TSREE would
distinguish clearly between baseline recommendations and the
discr&ticnaf; elements. The impact of thé__chaﬂaiﬁﬁ_ economic
scene on ﬁrivate sector pay, and hence on future differentials,
might also be emphasiseé‘ Sir David Nickson said that informal
interchange with the Treasury in the early stages had been
particularly helpful to the TSRB as they considered their
recommendations. It had 1laid the foundations for a wvery
productive oral evidence session.

4. Sir Peter Middleton and Sir David Nickson would arrange for
Mr Eelly and Mr Edwards toc have a brief discussion before the
draft report was put to members for consideration at their
meating on 10 January.

quqﬁLnL E%qu:erg

21 December 1989 MISS & C PHIPPARD

2
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10 DOWNING STREET

LONDOMN SWIA ZAA
Fror the FPrivate Spcrolar gy

HME. WITSON,
CABITNET OFFICE

TIMETABLE FOR PAY REVIEW BODY REPORTS

Ho. 10 staff have been discussing with the Office of Manpower
Economics the likely timetable for delivery of the 1950 Pay
Review Body Report=. The latest intelligence is that the Reports
will be signed and =ent to us as follows:-

& January Doctors and Dentists

12 January Top Salaries

15 January Armed Forces

1% January Hurses and Professions Allied to Medicine

We have told the OME that Ministers may want to publish the
Reports as early as Thursday 1 February. The view of the OME
Secretariat is that, given the above timetable, this target
should present no particular difficulties and allows adeguate
time for printing, etc.

¥You and I have already been in touch about the likely timetable
for the Report of the Interim Advisory Committee on Teachers'
Pay, where it seems we are unlikely to see anything until late
January. It is with that prospect in view that I have indicated
to the OME that publication of the Pay Review Body Reports is
unlikely to ba before 1 February.

I suggest we take stock immediately after the New Year of the
latest timetable prospects and then consider the arrangements
for Ministerial consideration of the various Reports.

I am copying this minute to Sonia Phippard (Cabinet Office).

PAUL GRAY
18 December 1383
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Proapects for the TSREB and the AFPRB lwﬁf'

I ought to record what I told the Prime Minister rather
hurriedly about my talk with Sir David Nickson.

& Sir David Nickson came in for a private talk with Sir Peter
Middleton and mysalf earlier this waak. He said that the main
problem for the TSRB was circuit court -9judges, on which the
reviaw body had1;;;;I;Ed vef;_étrnnq repreaéﬁtntjmns from the
Lord Chancellor's DRepartment. It is not that the circuit court

judges cannot be recruited - after a recent drive, they are

almost up to strength - but the Lord Chancellor's Department are

worried about the standard: only one in four of those
appreoached are prepared to be considered. The TSRE think that
10% will be needed on top of the qeneralrincreaae for Groups 5, &
and 7 of the judges: they recognised that this will n@ea-tn b

phased in, probably over three years, but have not yet decided
whether they should recommend such phasing themselves or leave it

to the Government. There is sufficient head room below tha high

court Judges to make this increase without compressing the

-

ralativities too muach.

—

3. For the rest, the TSEE are contemplating aﬂieneral figure of
7%. Thera is a gquestion about whether something extra will be

needed for distribution under the new performance pay scheme for
Grades 2 and 3, the principles of which look like being accepted.

It will be necessary to set the bottom of the scale for Grades 2

FERSONAL : MANAGEMENT IN CONFIDENCE
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and 3 above the existing non-discretionary increments, and this
will cost just over 1%. There is also a problem in providing
soma head room between the top of the Grade 5 scale and the
bottom of Grade 3: there is currently almost no room for Grade 4
which overlaps both the Grade 5 and Grade 3 scales. But some
amelioration should be manageable without significantly adding to
the cost.

4. Eir Peter Middleten and I felt that this was shaping less
badly from the Government's point of wview than might have bean
feared given the ominous statement in last year's TSRB report
that "There are strong upward pressures on salaries at this
level in the public services which will have to be recognised and
accommodated over the next few years".

5. A greater problem may arise on the Armed Forces Pay Review
Body, chaired by Sir Peter Cazalet, which (I understand) looks

like coming out close to 10%. = r Mf”" ﬂf-P I(;L_fq,,;-.,.#qf

I R
.""-d- d_:— .ﬁ{u*\"-'m!'-'a'“ -

6. Sir David Nickson is planning to make an appolntment to see
the Chancellor in the next couple of weeks. The Prime Minister
said That she would have a word with the Chancellor at a
bilateral. I should be grataful 1f you could let me know
anything relevant which transpires before Sir Peter Middleton and

I are due to give oral evidence to the TSER on 21 November.

eR.8.

ROBIN BUTLER

FPERSONAL : MANAGEMENT IN COMFIDENCE




10 DOWNING STREET
LOWDOMN SWIA IAA

Frovar the Private Seeretar

PAY REVIEW BODY REPORTS

[ am writing on behalf of the Prime
Minigter to express sincere thanks to all

those invalved in the printing of this vear's
Pay Review Body Reports. The original timetable
to which vou were asked to wWork, to allow

for the possibility of an earlier publication
date was, I know, very tight and the Prime
Minister 1s most grateful for the afforts

of evervone in vour team.

I am copying this letter to the Controller
of HMEO,.

PAUL GRAY

Frank Halletrt, Esg.
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FROM: M LAWSON

= DATE: 16 February 1589

1. MEH PS/Chancellor
PS/Paymaster General

2. PARLIAMENTARY CLEREK Mr de Ber
PS/Prj inister «

o PEILDRD PRESIDENT

PAY REVIEW BODIES - BUSINESS QUESTIONS

1. I attach a line for the Lord President to take on Business
Questions this afterncon. He will be aware that the Lord
Chanceller's Salary Order is used as an cpportunity to discuss the
TSRB report (Mr de Berker's submission of 10 February refers).

2. The Written Answer and Treasury brigfing package is attached.
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Why not an Oral Announcement?

Past practice. Traditional way to announce the recommendation and

Government decisions.

Why not a debate?

Thers has never been a formal debate in the past.

MRt
Find it surprising that calls for a debaterl#a Opposition
knowing what 1s contained within the reports. Suggest they

read them first.

Not possible to find Government time to debate this matter
but of course it is always open to the Opposition to use one
of their allotted days.
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. Thureday 16 February 1989
{ Asnswered by the Prime Minister on Thursday 16 February)
UHMSTARRED Mr Edward Leigh: To ask the Prime Minister, if
Ha. 301 ghe will make a statement con the latest Reports of
the Pay Review Bodies.

THE PRIME MINISTER

The 1989 reports of the Review Bodies on the pay of Nursing
Staff, Midwives and Health Visitors, and Professions Allied to
Medicine, the Doctors and Dentists, and the Armed Forces, and of
the Top Salaries Review Body, have been published today. Copies
are now available in the Vote Office. The Government are grateful
to members of the review bodies for these reports and for the
time and care which they have put into their preparation within
the new timetable, enabling decisions to be taken ahead of the

new financial year.

The following table shows the increases in pay rates recommended

by the review bodies, and their cost:

Feview Body reports Pay bill Range of UK
increase increase Public
Expenditure
Cost

per cent per cent £ million(1)
Armed Forces 6.8 -8 272
Doctors and Dentists 8.8 B-14.1

Professions Allied
To Medicine 1.6-7.8

Hurses, Midwives and
Health visitors . 6.7=-6.9[2)
Top Salarles . 4. 9=-10.6(3)




The figures for public expenditure cost differ from those in
the review bodies' reports. Their figures do not include
some costs which count as public expenditure. The figure
for doctors and dentists  includes payments for GPs'
expenses, not counted as pay. The figure for nurses
includes E£5m for the flexible pay experiment and an
estimated £3 million for a new grading structure for
educational grades, which the Review Body has not vyet
costed.

Three Chief Area Nurses grade 4 in Scotland will get
invreases of 10-13.6%.

™his figure does not allow for the recommendation to
increase from 25% to 35% the quota of clvil servants in
Grades 2 and 3 eligible for discreticnary increments. The
figure for the pay bill increase does however allow for
this. The figure given for the range of increases also
excludes restructuring for 13 Immigration Adjudicators who
receive increases of 27.1%, and for the Chief Immigration
Adjudicator and the Vice-Presidents of the Immigration
Appeal Tribunal, who get 28.3%.

The Government have decided to accept in full the Review Bodies'

recommendations on armed forces, on professions allied to

medicine, and on nurses, midwives and health visitors.

The Government have also decided to accept the recommendation of
the Review Body on doctors and dentists for a basic increase of
8% for all the groups covered. In the Government's wview the
creation of 100 additional permanent consultant posts over the
next 3 years, as proposed in the White Paper, "Working for

Patients", which was published after the Review Body report was

received, will best achieve the objective of improving the long-

term career structure for hospital doctors. The creation of
these posts will therefore take the place of the I1increases
recommended, in addition to the B% basic increase, at the top of

the rconsultants’ scale and in the size of consultants'




'tinct:’..c:-n awards. Subject to this,; the Government accepts the

Review Body's recommendations.

The Government have decided to accept the recommendations of the
Top Salaries Hewview Body in full, except that they consider that
the pay of 2Z-star officers should be around 85% of the normally
attainable maximum of Grade 2 civil servants (which is also the
pay point for 3I-star officexrs) rather than linked to a
performance peint for Grade 2 pcivil servants. Thi=s will give

the 2-star officer a salary at the level recommended by the TSEE.

The full cost of the awards by the Armed Forces FPavy Feview Body
and Top Salaries HReview Body groups will be met from within
existing public expendliture programme totals for this year. 1In
the case of the health services however the Government recognlise
that the full costs could not be accommodated without adversely
affecting services to patients. The Government have therefore
decided to provide an extra (l4Zm for health authority cash
limits from the Reserve for next vear. of the remaining cost,
£417m is already fully covered within the allocations made for
this wyear, leaving a balance of Ed44m to be covered from cost
improvements. The Government have similarly decided to provide
an additional E6Zm to the Family Practitioner S8ervices from the
Reserve for this vyear, bringing the total addition from the
Eeserve to EZ04m. Together with the increases in allocation
alread¥ announced, the 1increase 1n provision for the Mational

Health Service in 1989-90 over 1938-89 will therefore be E1900m.




T.tm-?.-l, taking account of lower employers' superannuation

contributions, additional receipts and efficiency savings, the

resources avallable for the Mational Health Service in 1989-90

will be EZ2460m more than in 19B8=-89.

The pay rates and scales resulting from the decisions will be

promuileated as socn as possible for all the groups concerned.
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16 February 19885

Paul Gray Esq

10 Downing Street
LONDON

SW1

REVIEW BODIES, THE IAC AND THE ANDREW REPORT

The announcements on the pay review bodies, the Interim Advisory
Committes on teachers, and the Andrew Report on Government Lawyers
are all being made this afternocon. I attach the Written Answers
announcing the decisions together with the Treasury briefing.

I am copying this letter and attachments to Private Secretaries to
all Cabinet Ministers, to the Private Secretary to the Attorney

Genaral, and to Sir Robin Butler.
/ |
%
/
i

A C S5 ALLAN
Principal Private Secretary
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CONFIDENTIAL until 4.00 pm, 16 February
then Unclassified

.Atta::had ig briefing on

Review Bodies:

(a) The Prime Minister's Written Answer announcing the

Review Body awards) (pp 3-3)

(b) Summary of recommendations and Government's

.response; (pp b-13)

(e} Q and A briefing; (pp 14-26)

(d) Fuller brief on NHS financing; (pp 26,27)
[e) Details of past RB decisicons. (pp 28-=11)

IAC

(a) Secretary of State for Education's Written Answer
announcing the Government's acceptance of +the IAC's
recommandations;: (pp 32-37)

{b) "Bullets”; (pp 38-40)
= Q and A briefing. (pp 41-45)

Andrew Report

(&) Paymaster Ganeral's Written Answer announcing
Government's further decisions on Andrew report; (p 46)

{b) Q and A briefing. (pp 47 and 48)

Questions on Review Bodies generally, the Senior Civil Eervice and
the Andrew Report should be addressed to HM Treasury; guestions on
the Jjudiciary to the Lord Chancellor's Department; on tha Armed
Forces to the Ministry of Defence; on the NHS Groups to Department
of Health, and the IAC to Department of Education and Sclence.

HM TREASURY
16 Pebruary 1989




CONFIDENTIAL until annauncement at 4 nm
15 February 1983

. Thureday 16 February 19895
(Answered by the Prime Minister cn Thursday 16 February)
UNSTARRED Mr Edward Leigh: To ask the Prime Minister, if
No.301 she will make a statement on the latest Reports of
the Pay Review Bodies.

THE PRIME MINISTER

The 1989 reporte of the Review Bodles on the pay of KNursing

Staff, Midwives and Health Visitors, and Profesgion= Allied to
Medicine, the Doctors and Dentists, and the Armed Foreces, and of
the Top Salaries Review Body, have bean published today. Coples
are nowW available in the Vote Offica. The GCovernment are grateful
Lo members of the review bodies for these reports and for the
time and care which they have put inte thoir preparation within
the new timetabie, enabling decisions to be taken ahead of the

new financial year.

The following teble shews the increases in pay rates recommended

by the review bodies, and their cost:

Review Body reparts Pay bill Range of UK
increace lncrease FPublic
Expenciture
Cost

per cent per cent E million(l)
Armed Forces 6.8 5-8 272
Doctors and Dentists 8.8 ; 312

Professions Allled
To Medicine ; B=T. 43

Hurses, Midwives and
Health vigitore
Toy Salarlaes




CONFIDENTIAL until snnouncement at Anm
18 February 1089

The figures for public expenditure cost differ from those in
the review badies' reports. Their figures do not include
some costs which count as piblic expenditure. The figure
for doctors and dentigts inoludes payments for GPs'
@xXpenses, not counted ac pay. The figure for nurse:
includes £5m for +he flexible pay experiment and an
estimated £3 millicon for a new grading structure for
educational grades, which the Review Body has not vyet
costed.

Three Chief Area Hurses grade 4 ip Scotland will ge:
increases of 10-13.6%.

his figure does not allow for the recommendation to
increazse frem 25% to 35% the guota of civil gervante in
Grades 2 and 3 eligible feor discretionary increments. The
figure for the pay bill increase does however allow for
this, The figure given for the range of increases alse
exXcludes restructuring for 13 Immigration Adiudicatars who
receive Increases of ¢7.1%, and for the Chief Immigration
Adjudicator and the Yice-Presidents of the Immigration
Appeal Tribunal, who get 28.3%.

fhe Government have decided To accept in full the Review Bodies'

Tecommendatione en arped forces, on profagsions alllied to

medicine, and op nurses, midwives and health vigitors,

The Government nave also decided to Accept the recommendation of
the Review Body on docters and dentists for a basie increase of
8% for all the I'oups covered. In the Government's view ~he
creation of 100 additiopnal PEImaAnent consultant posts over the
next 31 voars, as Proposed in the White Faper, "Working for

Fatients”, which was published a‘ter the Review Body LEeport wacs

received, will best achieve the cbjective of improving the long-

term career structure for hespital doctors, The creation of
these posts will therefors take the place of the increaces
recemmended, Iin additien te the 8% basic increase, at the top of

the consultants’ gcale and in the size of consultants'




CONFIDENTIAL until announcement at 4 pm
16 February 19689

digtinction awards. Subject tg thie, the Government Acgepts the

- Review Body's reccmmendaticons.

The Government have decided to accept the recommendaticns of theo

Top Salaries Review Body in full, except that they consider that
the pay of 2-star ocfficers should be around B5% of the normally
attainable maximum of Grade 2 civil servants (which is alsg the
pay point for 3-star officers) rather than linked to a
pexformance poin: for Grade 3 civil servants. This will give

the 2=-star cfficer a salary at the level recommended by the TSRE.

The full cost of the awards by the Armed Forces Pay Review Body
and Top Salaries Review Body gqroups will be met from within
existing public expanditure programme totals for this year. In
the case of the health Bervisas howevar the Government racognise
that the full coste could not ke accommodated without adversely
affecting services to patlents. The Government have therefore
decided to provide an extra £l42m for health authority cash
limits from the Reserve for next year. Of the remaihing cost,
E4iTm is already fully covered within the allocations made for
this year, leaving & balance of Lhbhm 4 ke racroved fvom cot
improvements. The Government have similarly decided to provide
an acdditional £62m to the Family Practiticner Services from the
Reserve for this year, bringing the total additicn from the
Reserve to EZ04m. Together with the increases in allocation
already announced, the increage in provisien for the Natiznal

Health Serviee in 1989-90 owver 19B88-85 will therefore be E19500m.




CONFIDENTIAL urntil appouncemant at 4 pm

16 February

‘In total, taking acecount ef lower employers' superannuation

contributions, additional receipts and efficiency savings, the
resourcas available for the National Health Service in 1629-90

will be E2460m mere than in 1988-83.

The pay rates and scales resulting from the decisions will be

promulgated as gooh a8 possible for all the groups concerned.
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CONFIDENTIAL until 4.00 PH 16 FEBRUARY 1989
than Unclassified

SUMMARY OF RECOMMENDATIONS AND GOVERNMENT RESPONSE

1. Armed Forces

The AFPRB made recommendations averaging 6.8 per cent and costing
£272m groes. The net cost is E253m as the review body also
recommended some increases in charges. The Government has
accepted the recommendations in full - as it has all praviocus
recommendations of the AFPRB.

Sea Annex A for typical increases.
2. Doctors and Dentists

The DDRE recommended increases averaging 8.8 per cent and costing
£312m. They break down as follows:

(1) a basic increasa of B% for all NHS doctors and
dentists (accepted);

(ii) a reduction in the number of working hours at which
junior  hospital doctors qualify for increased on-call
allowances - designed to ancourage authorities to reduce the
number of hours worked (accepted);

(111} an additional pecint at the top of the Senior House
Officer scale (accepted);

{iv) a emall increase in the number of higher distinction
awvards (accepted);

(V) an increese in the A+ distinction (top) award from

55% to 100% of tha consultant scale maximum (rejected);

{wi) an additional £1,000 at the top of the consultant
scale (rejected).

The Government has accepted all the recommendations except the
additional E1,000 for comnsultants and the increase in the A+
distinction award. The White Paper on the NHS proposes an
increase on the number of consultants (100 extra over three years)




CONFIDENTIAL until 4.00 PM 16 FEBRUARY
then Inclassified

and in the Government's view this would provide a better incentive
to doctors to opt for a hospital career.

See Annex B for typical increases.

Nurges and Professions allied to medicine (PAMs)

The NPRE made recommendaticns of 6.8 per cent for nurses coating
£420m and 7.7 per cent for PAMs at a cost of £43m. The Government
has accepted the recommendations in full.

See Annex C for typical increases.

4. Top Salaries (top civil service, senior military, judiclary)

The TSRE made recommendations averaging 6.5 per cent at a coat of
Eém. They breakdown as follows:

(i) a basic increase of 5% for all groups (accepted);

(ii) a minor restructuring for the judiciary which would
bring their paybill increase to 5.2 per cent (accepted);

(iii) for senior officers in the armed forces 2 star
pfficeare (Major Generals) to be linked to the first

performance point for grade 3 (Under Secretary) civil
servants. At the moment the 1link is with the Grade 3
normally attainsble maximum (modified);

{iv) for top civil servants the number eligible for
discretionary increments based solely on performance
increased from 25% to 35% and London Allowance of E2,000
introduced from Grade 3s (accepted).

The Government has accepted all the recommendations apart from
that for the link between the pay of 2 star officers and Grade 3
givil servants which has been modified so that 2 star officers
will now get around 85 percent of the normally attainable maximum
for Grade 2 civil servants. This gives 2 star officers a salary
at the level recommended by the TSRB but avolds linking pay which




CONFPIDENTIAL until 4.00 PM 16 FEBRUARY
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has no performance element to a performance point; which the
Government considers to be wrong in principla.

See Annex D for typical increases.

Funding

The additional costs of tha AFFRE recommendations will be
contained within the Defence cash limit for the year and within
the totals for 1990-91 and 19%1-92 set out in the recent Public
Expenditurea White Paper. The TSRE recommendations will similarly
be funded from within existing provision. The UK cost of
increases for staff covered by the medical review bodies is £75Bm
which is £248m more than existing NHS provision. Health
authorities will be asked to meet t44m from their cost improvement
programmas. The Government will meet the remaining £204m from the
Resarve.

E. Pay and Price Movements elsewhere

The Review Bodies®' recommendations compare with:

(1) 4 Yyear on Year increase in underlying average
earnings for the whole economy of 8.75% in December;

(i) settlements running at round &% per cent, median of
settlements between October and December reported Dby
Industrial Relations Service b.o%, Manufacturing
gettlements Bince August averaging 6.7% (CBIl);

(111} a year on year increase in the RPI of £.8% in
Decembar (4.8% of TPI). January figure toc be announced on
Friday 17 February. The RPI is expected toc fall during the
course of this year. The Autumn Statement predicted that by

1989 04 it would be 5%.
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7. General Line to Taks

Government committed to meeting Review Bodies' recommendaticons
unless clear and compelling reasons. Has therefore endorsed
nearly all Review Bodies' recommendations. Only exceptions extra
awarde for consultantse - NHS White paper increased number of
consultants - and rationale for 2 star officers increase.
Government has funded the bulk of additional health service costs
but has made clear no blank chegque - health authorities will have
to meet Ed44m of cost from efficiency savings.
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CONFIDENTIAL until 4 pm, 16 February
then UNCLASSIFIED

Armed Forces (AFFRE]
Typical Increases

Prasent Pay, from
pay 1 april 19895 Increase

£ E ]
Brigadier 36,555 g, 748

Lieut Colonel
On maximiim 29,247 30,999

Captain
Oon  masximum 17,418 18,812

Etaff Sergeant
Band 4 11,830 12,585

Corporal I
Band 2 11,185 11,950

Frivate IV
Band 1 5,705 6,063

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

The figures for Staff Sergeants, Corporals and Privates all for
men committed to 6 years' but less than 9 years' service.

CONFIDENTIAL until 4pm, 16 February
then UNCLASSIFIED
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Doctors and Dentists [DDRE)
Typical Increases

Present Pay, from
pay 1 Aprll 15983 Increase

£ E %

Hospital staff

Consultant
h + distinction
award 69,225 74,760

Consultant on
maximum, no
distinction award 35,5040 38,340

Registrar, on
maximam 16,330 17,635

House Officer,
on maximum 10,740 11,600

General practitioners (average net income)

Doctore 28,800 31,105

Dentists 24,920 26,915

CONFIDENTIAL until 4pm, 16 February
then UNCLASSIFIED
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then UNCLASSIFIED

Nurses [ NPRE

Typical Increases

Present Pay, from
pay 1 April 19885

E £

Regional Nursing
Officer, maximum

Director of Hursing
Saervicas, maximum
highest grade

Grade G (middle
Sister grade
maximum)

Grade D (basic
Staff nurse grade)

Grade A (ungualified
nurse) maximum

Student nurse,
firet year

CONFIDENTIAL until 4 pm, 16 February
then UNCLASSIFIED
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Top Salaries [(TSRB)
Typical Increases

Present Pay, from
pay 1 April 1985

£ £

Head of the Civil Service 85,500
Permanent Secretary
Admiral
General

]
]
1
]
]
]
]

Alr Chief Marshal

Under Secretary on
normally attainable
maximum,

without London
Allowance 40,900

- with London Allowance 42,900
2 star officer 43,100
Lord Chief Justice 89,500
High Court Judges 12,000

Circuit Judges 48,100

CONFIDENTIAL until 4pm, 16 February
then UNCLASSIFIED

Incraasa

%
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. & A BRIEFING AFPRB

How much?

Average increase is 6.8 per cent at a gross cost of E272m. Het
cost E253m as some charges go up too. The additional cost of
award will be contained within Defence cash limit for the year and
within the totals for 1990-91 and 1991-92 set out in the recent
Public Expenditure White Paper.

Who gets the award?

All Service personnel except officers above the rank of Brigadier
or equivalent whose salaries are determined by the TSRB. [The
AFPRE will submit separate recommendations for Service doctors and
dentists based on the award for the HKHS CGCeneral Medical
FPractitlioner].

What is the effective date for implementing the recommendations?

The main pay increases will be introduced with effect from
1 april 1989, as recommended by the AFPRB. Where the Review Body
recommends other dates for changes in certain elements of pay or
allowances (eg the revised structure for other ranks flying pay)
implementation will take place on the dates recommended.

Will everyone get the same percentage pay award?

Ho, the increases range from 6.0% to B.0% for officers and 6.1% to
7.1% for Other Ranks with Univereity Cadet Entrants getting 5%,
(The full recommendad rates are at Annex A.)

How does the percentage increase compare tao the “"going rate"

putside?

There is no guestion of a "going rate® here. The Review Body
comes to a balanced judgement, taking into account earnings data

Confidential until 4.00pm Thursday 16 February
Then Unclassified
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Confidential until 4.00 Thursday 16 February
Then Unclassified
._'E-lating to jobs of gimilar weight in civilian life as measured by
job evaluation, and the Services recruitment and retention needs.
They also take into account other factors such as relative
pensions bensfits, fringe benefits and job security.

The Review Body comment on the difficulties faced by dependants in

obtaining employment - particularly abroad - What is the MOD doing
about this?

We ara avare of the problem and are seeking ways of ameliorating
it. However, it is not a situnation unique to the Armed Forces.
Wherever employers require their staff to be mobile difficulties
will arise if both partners work. The Federation of Army Wives
are compiling a data base with the aim of matching wives to
available jobs. At presant, it is only coperating in the UK but
plans exist to extend the scheme to Germany.

The repcrt makes reference to the demographic trough and suggests
non-pay initiatives are needed - what is MOD doing?

In 1994 the number of young men in the UK aged between 1€ and 19
will have fallen by arcund 23% compared with current levels and by
30% compared with the peak in 1983, The Armed Forces are tackling
this problem in a variety of ways and are carrying out a number of
studies. For example, expenditure on recruitment advertising is
being increased and measures aimed at improving the retention of
trained personnel are being taken. We are also increasing the
career opportunities for women and examining how to attract more
recruits from the ethnic minorities.

Confidential until 4.00pm Thursday 16 February
Then Unclassified
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DOCTORS AND DENTLISTS' REVIEW BODY

.IH’LHI!ENI‘ATIEH

Q-

Why have you decided not to pay the consultants on the masimum
the extra F1000 and not to increase the value of A+ Mstinction
Awnards from 95% to 100% of the scale maximam?

The Review Body recommended the increase of T1000 partly as a means
of inereasing the long term career structure of hospital

doctors . The Goverrment believes that the proposal to create 100
parmanent consultant posts over the next 3 years, in addition to the
already planned expansion, will best achieve this objective.

Will not the Review Body be affronted at this rejection of their
recommendat] ons?

At the time they reported they were unaware of the decision to
increase the mumber of consultants. And the terms of reference
of the Heview Body precludes them from making recommendatlons
on increases 1n manpower.

When was the last time the Goverrment rejected individoal

recommendations of the Review Body, as opposed to staging or abating
overall percentage increases?

This is the first occasion since the Review Body was established in
1971 that individual recommendations , such as the consultants

maximm and the level of A+ awards have not been accepted. ,[:me
Goverrment has accepted in full the last two year's recommendations
of the Review Body. For the previous five years recommendaticns
were elther staged or ahatad‘.j ~ YL e |

hospital doctors' hours

Is there anything in the Review Body's Report that will reduce
the hours of junior hospital doctors?

We have accepted the Review Body's recommendation that the rate
for Units of Medical Time should be doubled for all contrected
hours of work in excess of 96 per week, This, together, with

the additicnel 100 consultent nosts announced in the White Paper
“orking for Patients", will assist the initiative lameched last
June to reduce the unacceptably long hours of work of same junior
hospital doctors.




CONFIDENTIAL until announcement at 4 p.m. 16 February 1989

Future of Review Bodies

Q. The White Paper "Worldng for Patients" proposes that Self-Governing
Hogpitals will be free to settle the pay and conditions of sarvice
of their staff, including doctors. Does not this signal the end aof
the Review Bodies?

No. There will be still be a place for mational pay agreements.

The Wnite Paper makes clear that the NHS Hospital Trasts, who will
be responsible for the Self-Governing Hospitals, will be free either
to continue to fullow national pay agreements or to adopt partly op
wholly different arrangements.

DMstinction Awards

In their 18th Report, the Review Body criticised some aspacts of
uwﬁﬂﬂmtimmﬂmmmwmrm.
What has heppened?

The Goverrment is grateful for the Review Body's views. The White
Paper "Working for Patients" makes it clesr that the Govermment
accepts the points they made and set out the changes {reviewability;
greater management "say''; and no awards close to retirement age) the
Govermment intends to make. Further details of how Distinetion
Awards will operate in fubiw will be contained in one of the
Working Papers which will be published shortly.

Hoase Offlicers

A Senlor House Officer who has been on the maximm of the acale for
at least a year, will get a rise of 14%, Is this not inconsistent
with your refusal to give a /37% increase to consultants on their
maximm with A+ distinction swards?

Because the "Plan for Action” was expected to lead to an increase in
the average length of time spent in the SHO grade. Qur evidence to
(Jointly with the profession) the 18th Heview sbout the introduction
of the Staff Grade sugpested a further scale point in 1988 with
another in 1983. The Goverrment has, therefore, honcured the line
taken in that joint svidence. his larger than norsal rise is seen
as compensation for some BHOs having teo walt lenger before becoming
a regiatrar,
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What is the Govermment's record on manpower

Since 1878, the MHS's medical and dental workforce has grown by
13,867 or 16.3%. The whole time equivalent of doctors and
dentists working in the HOHS increased by 5,900 or 12.8%, to a

toral of 527100 WTEs wWhifle thet rimber of general medical and
dental practiticners fncreased by 7,967 or 200540 0 & total
of A6, 758 under the previcus adninistration, the overall
increEass was fust owver 10,000 or 13, 4%,

Background

GMP unrestricted GDP HCHS Total

(GR) principalsing) principalsino) doctors and workforce
dent1sts(NTE)

1973 23,965 12,124 38,900 74,989
1978 25,245 13,573 46,200 85,018
1986 29,279 16,640 52,400 98,419
1987 29,808 16,969 52,100 al 534S

(Latest figures at 30.9.87)

Conmultant Expansion

Q. What is happening to the proposad consultant expansion of 2967

A, The most recent Reglonal figures suggest that for the year ending March
1986 expansion has been nyming at about 2,.6%. This excludes the 100
pump—priming posts.

How soon will the extra 100 consultant posts be provided?

wer are demling with this urgently and will be obtaining bids from health
authoritiss as soon as the scheme has been finalised,




CONFIDENTIAL until annoucement at 4 p.m. 16 February 1989

NURSES® PAY AWARD: 0 AKD A BRIEF

i

1. RPI figures due to be published tomorrow will show an annual rate above
the 6.8% awarded to nurses. 1Jou S531d when ETTshing your evidence Lo the
eview Body that nurses  pay should nat &

You are falling into the trap at leoking at one months figures, whatever they
may be, fn 1isclation. 1 assume that the Review Body in making their
recommendations took into account what they believe is likely to be the level
of inflatien throughout 1989, Most forecasters predict that the rate of
annual fncrease in the RPI will fall during the year and if they are right, as
1 am confident they will be, nurses will continue to be better off in resl
terms than ever before. [The Tax and Price Index, which 1s & better measure
of the value of the pay settlement is, of course, running at 4.8%.]

2. MNurses are getting below the going rate for pay settlements

On the contrary, the latest C(IRS) surveys show that the median level of
eettlements for the last 3 months of 1988 was 6.5% unweighted (6% weighted).
Manufacturing settlements recorded (by the CBI since 1 August 1888) 1in the
current pay round average 6.7%. '

3. A mark-time pay rise will not be enough to recruit anc retain the
nuUrses /midwives you nead

A1l the signs are that the staffing position is improving. The Review Body®s
own survey of vacancies suggests an overall vacancy rate of around 3% comparec

with 3.5% last year. Even more significant are the figures for qualified
staff where the vacancy rate has fallen by over 1% from 4.4% to 3.3%. And as
the Review Body points out, their survey Jloocked at the position at
31 March 1988 - that it before last years 18% pay rise and before the
introduction of the new ¢1inical grading structure and London supplements.

4. PReview Body critical of implementation of clinical grading. (paras 3-5 of
Report)

With the benefit of hindsight 4%t 95 easy to suggest ways fin which we might
have dore things rather differently. [ would certainly accept that all of us
involved in the exercise - both management amd trades unions - should perhaps
have done more to explain to nurses the objectives of the new structure &nd
the new basis of grading.

But the Review Body also says that:

- they "continue to believe that the structure opens up fimportant new
opportunities for nurses and midwives whe wish to remain in clinical
practice.”

the 5taff Side told them "that thess difficulties have not undermined
their confidence in the fundamental concepts and objectives of the
structure itself”.
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B Flexible pay - your proposals will simply shift shortages around the
country and between speclialties

L)

Noe. They will enable us to compete more effectively in local labour markets
and offer rates of pay which make it Jess 11kely that nurses will leave the
NHE for alternative employment. It will also make it more attractive, for
example, for trained nurses who are returning to employment after a break to
re—enter nursing, rather than go to some other local employer. This will
increase the number of nurses who are working in the KHS, carry out the wital
work for which they have been trained.

6. £5 m11Men 95 too 1ittle for an effective experiment

It 1s‘sufficient to cover 10,0000-20,000 posts with supplements of £250-£500.
If properly targeted this should provide a good {indication of the

effectiveness of the scheme and of the best way forward.

7. Staff Side will oppose flexible pay

I hope not, They told the Review Body that they were not totally opposed to
the principle of local variations in pay and that they might be prepared to
discuyss an experimental scheme with the Management 5fde. This 45 what the
Review Body has recommended and 1 hope they will now accept that
recommendation.

B. Senior Educational Grades

We have reached agreement with Staff Side representatives on the outline of a

separate, free-standing grading structure for nursing and midwifery
educational staff. The new structure consists of sewen grades, covering
teaching staff from Ddrectors of Nursing and Midwifery Education down to
tutors and clinical teachers.

The outline waz sent to the Review Body fin MNovember, 4nd we hope that
agreement will be reached on the details very shortly. We will then ask
Health Authorities to regrade posts and report the outcome to the Review Body.
The Review Body will then submit & supplementary report as soon as possible,
recommending payscales for the new grades.

9, What about Non-Review Body Groups - are you going to offer them the same
increases as Heview Body Scatt

This 15 a separate matter. The pay of other NHS staff 1s negotiated by
Whitley Councils. It would not be appropriate for Review Body
recommendations, relating as they do to the special circumstances of
indfvidual staff groups to be used as a guide 1n other pay settlements.

10. The increasing gap between Review Body and Non-Review Body Groups

The special arrangements for Review Body groups reflect their specfal position
tre industrial actiom) and this has been reflected in the pay outcome in
recent years. There 1s nothing wrong 1n that, provided managerial
requirements are st11] met. I do not accept that ~justice™ requires egual
treatment.
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NURSES PAY: 1989 AWARD: BULL POINTS

—.h‘ﬂ‘lntains highest ever real terms pay we set last year (E.EL i{ncrease
matches December RPI figure and compares with a 4.8% Tncrease in TPID.

45% real terms increase since 1979. ) (Assumes 6.8% annual increase in RPI
) in pay-round year, to July 1383 in
3L real terms increase since 1983. ) 1ine with latest (December) figures.)

25% increase 1n last 2 years.

Acceptance of our proposals on flexible pay major move towards enabling KHS
to respond in pay terms to local labour markets.

Maximum for London Supplements will be over #£1,000 and, with London
Welghting, additions cen Be worth extra £2,000 to nurses in London.

Staff nurses and midwives

Pay on qualification will be ever £8,500 (£10,300 in Inner London).
Real terms pay up by around § since 1979.

Estimated average earnings in basic grade will start at £10,100 and rise to
£11,500 ¢£11,800 to £13,400 in Inner Londonl.

More than 3 out of 4 staff nurses and 9 out of 10 midwives are in the higher
grades (E and above). For them:

- Real terms pay up by over 50% since 1979.

Estimated average earnings will start at Z£11,500 and rise to £13,400
(£13,400 to £15,400 in Inner London).

Nursing and midwifery sisters

- Starting pay in basic grade (F) will now be aver £10,800 (£12,800 in Inner
London’y.

Real terms pay up by over ¢ since 15979,

Estimated average earnings will start at £12,500 and rise to £13, 300
(£14,500-£17,300 in Inner London),

But 3 out of 4 1ikely to be 1n higher grade {G}. For them:
- Real terms pay up by over 50% since 1373,

Estimated average earnings will start at £14.300 and rise to £16,600
¢£16,300 to £18,600 in Inner Londond,

Labour s record

Under Labour, nurses received pay fincreases of less than the rate of
inflatfon 3 years running.

In 1976/77, Labour cut nurses’ pay by over 10% in real terms.

In the 5 years between 1974/75 and 1978/79 Lebour cut nurses’ pay in real
terms in 4 of them.

Nurses pay fell by 21% 1n real terms in the 5 years to 1373.
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PROFESSIONS ALLIED TO MEDICINE: @ AND A

Grading Review?

Review Body urge the Sides tc resume negotiations with a view to completing a
comprehensive review covering all grades.

Management Side genuinely committed to meaningful negotiations?

Yes. Review Body accept there were genuine attempts last year by both Sides
to reach agreement. L

Timing and basis of new negotiaticns?

Up to the two Sides. Mo doubt that Management Side will approach negetiations
with an open mind.

If the grading review is successfully completed, will you urge the Review Body
Tc recommend ‘catching up® Jncresses Tor PAMS next yelr!

The Review Body make 1t ¢lear that the completion of 2 regrading exercise
would not necessarily imply a range of pay increases similar to that given to
nurses last vear. 1 agree with that.
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CONFIDENTTAL until 4pm, 16 February
then UNCLASSIFIED

‘.'Iﬂﬁﬂ General

(1) General line to take

Bagic increase i 5 per cent. Other increases targeted at
particular difficulties within paybill cost of 6% per cent.
Government have not hesitated to accept substantial increases
targeted on specific problems. But there is no general problem
and so no justification for large across the board increases,

TSRB warn of big pay increases necessary next year?

Increases next year, as now, should be basad on what is necessary
to recruit, retain, and motivate, within what can be afforded.

TSRE held down increases this year becanse of concern about
inflation?

TSRE made own Jjudgement in light of Government's economic
evidence and recruitment and retenticon position. Do not believe

that recruitment and retention position would Jjustify more than
TSRE has recommended.

(ii) Senior Civil Service

Increases not enough for recruitment and retention in longer term?
TSRB took account of this in forming their recommendations for
senior civil service which Government has accepted. Increases
targeted on London and rewarding merit. Total package
substantial.

(a) Basic increase of 5%;

(b) New London allowance of £2,000 worth 5% to grade 3s
in London;

(e} Increased quota for performance from 25% to 35%.

CONFIDENTIAL until 4pm on 16 February
then UNCLASSIFIED
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.Qunta for discretionary performance point demotivating?

Governmant has accepted TSRB recommendation that guota should be
ralsed from 25% to 35%. Any system must have financial constraint
to ensure proper targeting and value for money otherwise "buns for
all". In present system this role performed by gquota.

Implications for other civil service salaries with 25% guota?

Not directly, but shows Government is prepared to respond where
gquota would produce ineguitable results - sgubject always to
maintanance of proper reporting standards.

Quality of graduate recruits deteriorating and in due course will
affect the Senior Open Structura?

Quality of recruitment fluctuates from year to year, 1988 was
good year for fast stream (AT) recruitment though 1989 looking
less good. HNo evidence at all of diminution in high standards of
gsenior open structure, nor those below, 1988 flexible pay
agreements for grades 5=7 Aimportant 4in targeting pay on
recruitment and retention needs and rewarding performance.

The bast ara leaving the Civil Service

Not true. [This is what people who had left told TSRB.
would, wouldn't they?]

Abolition of London Weighting for Grade 3s in 1985 mistake?

Ho. Decision made in light of ecircumstances at the
Circumstances now different.

Why did Andrew Report make recommendations for pay of lawyers in
Senior Open Structure?

See scparate brief on Andrew Report.

CONFIDENTIAL until 4pm on 16 February
then UNCLASSIFIED
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.1 iii}) Judiciary

Why are Immigration Adjudicators to receive such large increases?

Only 13 Immigration Adjudicators, first included in review body's
remit during 1988 TSRB round. Review body did not +then have
opportunity to carry out a full evaluation of their proper place
in salary structure. Having considered all evidence this year
raview body decided group 7 appropriate place. Chief Immigraticn
Adjudicator and Vice Presidents will alsc move up in order to
maintain appropriate differentials.

Will Lord Chancellor's salary be increased?

Lord Chancellor's salary determined by reference to that of Lord
Chief Justice over whom he has a lead of £2,000. Subject to

affirmative resolution in both Houses salary will be increased to
ES1,500.

Froblem with recruitment to circuit bench?

Longstanding problem not wholly te do with pay. Lord Chancellor
welcomes review bodies' undertaking to lock into the position of
circuit bench in its next review.

[iv) BSenior Military
Why reject TSRB proposal on pay of 2 star Generals?

The Government considers it wrong in principle to link pay which
has no performance element to a performance point. However, the
link to the pay of Grade 2 civil servants agreed by the Government
will give 2-star officers the same salary as that recommended by
the TSRB.

CONFIDENTIAL until 4pm on 16 February
then UNCLASSIFIED
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". HHS FINANCING

What will it cost?

1. Total UK cost in 1989-50 of awards is £758 million.
Inflation factor  built inte existing NHS provision cover;
E510 million of this. Health authorities will be asked to meat a
further £44 million frem their cost improvement programmes.
Remaining £204 million will be met from Reserve.

Health expenditure in 1385=30

2, NHS net expenditure in UK will be increased by £204 million
to £24,715 million. This i £1,899 million more than the
estimated outturn for 1988-89 (£22,816 millien). When the effects
of reduced employers' superannuation contributions and health
authorities' new cost improvement programmes and income generation
gchemes are taken into account, the total increase in resourcas
compared with 1988-89 will be 5.5% higher in real terms.

Health auvthority cash limits

3. These will be increased by £142 million (£114 million in
England, €16 million in Scotland, £6% million in Wales and
g5k million in Morthern Ireland). In addition, €62 million will
be provided from the Reserve for the Family Practitioner Services
(cf which €49 million in England, E7 millien  in Scotland,
£3% million in Wales and £2 million in Northern Ireland).

will Scotland, Wales, Northern Ireland increases give what 1s
neaded, or only formula increases?

4. Increases in Scotland, Wales and MNorthern Ireland Ars
calculated as what is necessary to fund the pay awards (less the
contribution from existing provision, including from COSL
improvement programmes ) .
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What about future years?

oz Provision for 19590-91 onwards will be reviewed in the public
axpenditure survey. Decisions will be announced in the Autumn
Statamant.

Contribution from efficiency savings represents cut in services?

6. No. Modest contribution, reflects a balance between the need
to make continuing improvements to eervices and the need to
minimise the call on public expenditure.

More money needed this vear to prevent cuts in services?

Ta Health authorities wera getting substantial real term
increases even before this announcement. Any uncertainty they may
have had over the financing of review body awards is now removed,
thanks to early sEatament.

Further increases to meet other NHS pay settlements?

8. No. Cost of pay awards to other groups (a significantly
smaller proportion of the pay bill than doctors and nurses) will
have to be met from cash limits, like other price changes.

HHE review

9. The provision for epending on health in 1989-90, already
announced (in the Autumn Statement and Public Expenditure White
Paper), included the likely costs of preparing for the reforms
announced iIin tha NHS review White Paper. Over time, any extra
coste should be offset by the improved efficiency stemming from
the reforms; the costs and savings in future years will be
considered in the annual public expenditure surveys.

Clinical academics

10. Cost of doctors' pay award, as it affects clinical academics,
iz ET7.3 millien. Of that, £4.5 million is already in existing
provision and £2.8 million will be provided from the Reserve.
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DRAFT PQ ON IAC REPORT ANNOUNCEMENT

astion ; To
Science, when t

It is being published today. 1Its main Tecommendations are

@ 6% increase in the main pay scale for
teachers from 1 April 1sas

a4 7% increase in the value of the five rates
of incentive allowances from 1 April 1989

2 7.5% increase in the salaries of the 25,000
Heads and Deputies from 1 April 1989

an extra 9 _500 incentive allowances for the
1989-90 academic year, on top of the
additional 18,000 g8lready planned

& 5.6% increase in London allevances from L
July 19as.

I propose to accept the Committee'sg Tecommendations in full. 1T
am today initiating the consultation required by Section 3(1) of
the Teachers' Pay and Conditions Act 1987 by wWriting to the
relevant leoeal authority asgoclations, teacher unions and bodies
Tepresenting the interests of the Jovernors of veluntary

schools, setting out my proposals. The text of the letter is as
follows:

[text of consultation letter)
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@ iETTER FROM THE SECRETARY OF STATE FOR EDUCATION AND SCIENCE To
THE RELEVANT LOCAL AUTHORITY ASSOCIATIONS, TEACHER UNIONS AND
BODIES REPRESENTING THE INTERESTS OF THE GOVERNORS OF VOLUNTARY
SCHOOLS

TEACHERE FAY AND CONDITIONS OF EMFLOYMENT

1. On 14 September 1988 I asked the Interim Advisory Committee
on Schoeol Teachers Pay and Conditiens to examine and report to me
on certain issues. I encleose a copy of the Committee's report
which is being published today. The Committee's recommendations
are summarised in Chapter 9 of its report., I propose to make an
Order giving effect to the recommendations referred to in
paragrapiis 2 and 3 below. But before I take a decision on what
pruvisiilr%tﬁuuld make, I invite your views. This letter
therefore initiates the consultation required by Section 3(1) of
the Teachers' Pay and Conditions Act 15987,

2. I propose to accept the Committee's recommendations that

the salaries of all qualified teachers should
be raised by a uniform 6% to the figures set
out in paragraph 4.13 of the Committee's
report with effect from 1 April 1989;

the salaries of unqualified teachers should
be raigsed by the same percentage, (paragraph
4.13). The allowance for teachers of the
visually impaired and hearing impaired would
also be increased by 6%;

- the spot salaries for Heads and Deputies
should be increased by 7.5% with effect from
1 April 1989, (paragraph 4.21);

the rates of the London area allowances
should be increased by 5.6% with effect from
1 July 1988, (paragraph 5.16);
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the value of each of the incentive
allowances should be increased by 7% with
effect from 1 April 1989, (paragraph 4.34);

the planned number of incentive allowances
should be expanded from September 1989 by
8,500 (5,000 extra A allowances; 2,500 B
allowances; 1,500 C allowances and 500 D
allowances): (paragraphs 4.31 and 4.32).
There will need to be some consequential
revisions to the limits relating to incentive
allowances in Annex A to Appendix I of the
School Teachers Pay and Conditions Document
1988, (paragraph 4.33).

3. The Committee makes a number of other recommendations which
would require amendments to the School Teachers' Pay and
Conditions Document 1588 (the 1588 Documant):

that teachers returning to regular full-time
or part-time teaching should be paid on re-
entry at no lower point on the mainscale than
when last employed as a regular full-time or
part-time teacher (paragraph 5.21)

that, contingent upon the introduction of the
propeosed lieensed teacher arrangements, there
should be discretion for local authorities or

governors, as appropriate, to pay licensed

teachers at either qualified or ungualified
rates (paragraph 5.26)

that leocal authorities (and, at the
appropriate peoint, governors of schools with
delegated budgets) should be given discretion
to accelerate a teacher's progression to the
top of the mainscale (paragraph 5.29)

that once the necessary regulations under
Secticn 218 of the Education Reform Act have
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been made, a teacher who is awarded Qualified
Teacher Status (QTS) retrospectively should
be entitled to receive back pay from any
authority he/she has worked for from the date
from which his/her gualificaticn runs, to
make good any difference between what he/she
was actually paid up teo the point when QTS
was awarded and what he/she would have been
entitled to as a qualified teacher

{(paragraph 5.41)

that the discretions ocver pay and conditions
currently exercised by local education
authorities set cut in Appendix I of the
report should be transferred to governing
bodies of schools with budgets delegated
under Chapter III of Part I of the Education
Reform Act 1988 (paragraph 7.24) and that the
decision on whether it is "reasonably
practicable to provide a supply teacher"
should transfer to the governors in those
Echools where the governing bedy have been
made responsible, under the relevant LMS
scheme, for managing the arrangements for
providing supply teachers (paragraph 7.26)

that the functions, both mandatory and
discretionary, currently allocated to LEAs
under the 1988 Document should be allccated
to governing bodies of grant maintained {GM)
schools (paragraph 7.28)

that where a GM school was formerly a
voluntary school, a head teacher should carry
out his/her professional duties in accordance
with any trust deed applying to the school
(paragraph 7.2%)

that salary safeguarding on a discreticnary

basis and discretionary safeguarding on
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London allowance and social priority
allowance should apply in both directions
between a GM school and its former
maintaining authority (paragraph 7.31)

that the provision in relation to cover at
sub paragraph 35(9)(b)(1ii) of the 1988
Document should be amended in the direction
of wording suggested by the Professional
Association of Teachers (paragraph 8.9)

that the reference to payment for midday
supervision at paragraph 23 of the 1988
Document should be deleted (paragraph 8.14)

that the reference to education legislation
in the "overriding reguirements" section of
head teachers conditions of employment -
paragraph 27(i) of the 1988 Document - should
be updated tc include the Education Reform
Act 1988 (paragraph B8.24)

that specific reference should be made in
both head teachers and schoolteachers
conditions of service to the Basic (including
National) Curriculum, and, in the case of
head teachers, to the collective worship
requirements of the Education Reform Act
(paragraph 8.25)

I propose to accept all these recommendations.

4. The Order I propcse to make to give effect to all of the
above would do so by bringing into effect a new School Teachers'
Pay and Conditions Document. The Committee's remaining
recommendations do not reguire changes to the 1988 Document: I do
not therefore propose to change the document in response to those
recommendations. Nor is it intended to revise the RSG
settlements for 1989-90 on account of the proposals set out in
paragraphs 2 and 3 above. The cost will be offset in part by the




CONFIDENTIAL until announcement at 4 .p.m.
on Thuraday 18 February 1989

. greater than expected reduction in the employers contributions
to the Teachers Superannuation Scheme which I announced on 10
February.

5. Any comments on the proposals set out above and on any other
matters raised in the report are invited by 10 March. If you
would like to express your views in a meeting would you let my
office know of this as soon as possible so that any meetings can
take place before Easter.

6. Follewing these consultations a new School Teachers' Pay and
Conditions Document will be prepared. There will then he
Cpportunity to comment on the precise wording of the amendments
prior to the publication of the new Document and the laying
before Parliament of an Order which will give effect to its
provisions,

7. The Interim Advisory Committee say that they hope it will be
possible for a copy of the report to be seen by teachers in every
maintained school. Enough copies of the report Are being sent to

each local education authority for a Copy to be circulated in
each school.
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TEACHERS' PAY 10BS-90: BULLETE

Value of Increase

1. The Committee's recommendazions wil. 23id 247Cm to the pay
Pill in 1989%-%0. Cn top of this thers will =a znother £100m of
experditure flowing from the changes int:oducad in 1987 and 198B.
The overa!l pay bill will therafors riee by 7 5% in 1989-90.

2. Fo teacher will get less than 6%. Mos: w.ll get more than
that -

23,0:0 Heads ard Deput. es will get 7.5%: most
secondary Heade will get nesrlw 22.000 ar
more extra

27,500 additional taachszs wil ecoivae
incantive allewances anging L o £860 to
£4,70C

the 140,000 teschars alcsady holdin;
incentive aliowances will sac {30m ‘no-sass

by 7%

half ¢f the teachezs cr che na:a scila will
Iecelve An increman” (worTh arcand (700 to

most Taacnars).

3, The report's recommendacicii8 nean an ircrvase of over 40% in
teachers’ pay since March 1385

4. The Committe: again endorses the Govesrmert's view thas the
right c¢riteria for determining psv are tro:e «f recruitmens,
recention and motivation. It expllcitly mejects the noticns of

comparability and indexation aga:nst inflatice.
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Ineentive Allcwancag

%. Over 35,000 teachers have al:eady go: 3llowances as & direct
resu.t of the new pay structure intreduc:d i1: 1967, in additien
to the 104,000 Yormer Seale 3, 4 ¢r 5 teicners who received them
attomatically,

6. Tha extra 9,50C allewances ace on to: 3f 3lanse which would
have seen 50% of primary and $0% of scconéiry teachers receiving
allowances or boing heads cr deputies by Sep.ombsr 1089,

7. Owver 20,000 extra taachers cur look feswird to raceiving A
allowances, giving them increases of =t _east 12%. -

8. 1 welcome in principle cne
increased numbsrs of incentive

al-l:Im sugJestione for

Pesition of Individual Teachers

4. A teacher formerly on the ter of S¢a'2 1 vill see his salary
tice by nearly 13% this year, 3iiing # totil narease of some 508
since March 198€.

10. If a teacher was alse awarded anm 3 ¢l gviince this September
his increase this year would ls: rearly 20%, making some 0% since
March 1986.

Ll. A teacher already on tae -op of the meir. sca.e who is
awarded one of the nmew A allowances frem Seplimber wi.ll sea his
salary rise th.s year by over Lz% If he s cwaried a B
allowarca his :norease will be ove: 15%.

12. A tesachar oa ihe top of the nain sesl:s wio iz promoted from
4 B to a C allovance in Sepzenke:r |when re:zrly 11000 new C
allowancas will be on offer) will: see his salary rige this year
by nearly 15%.
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Teacher Recruitrant

13. The IAC has locked carsully az the neec to recriit, retain
and motivate teachers of the ¢g:ality we rized. The Government
pProposes to aceapt their resopmerdacions for pay rates in 198%-90
in full. It is for local authorities to decicle how best to use
the wice ranging flexibilities within the pay a-rangements to
mest their particular recruitment pzoblens.

Affoerdabilicy

14. The reduction in employers superannuaticr contributions to
the Teachers Superannuation Schere annournsd last Friday goes_a
sucstantial way towards covering the differerce between the remit
figure and the cost of the TAC's recommerdaticns. The overall
cost must anyway ba seen in context: plarned spending by local
authorities amounts to arpund #3C billior in 1985-90; total
genaral grant to local authoriziss for 15Rs-%C -is ovor £13.5
billion.

IF PRESBED
The residue is under £50m which :& less thin sne Tifth of one per
cent of their spanding overall [ slexec-t £ the extra cost is

discrationary. ]

Hew Pay Structura and Condiiicons

15. It is clear from the repe:t that the rew pay structure is
now widely acecentad., The Comm.ttes ses it ap the basa on vwhich

to build future pay arrangements snvolvirg a cignificant and

increasing dagree of flaxibil:ity

16. The Committae make a larce nunber pf catnilaed
recomiendations for changss to the Teacher:' Fay and Conditions
Documant. Not all originated with the JScwerrtent. They are all

Sensiole and we ara happy to &ccept tham,
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INTERIM ADVISORY COMMITTEE REPORT

QUESTION AND ANSWER BRIEF

NEXT STEPS

When did the Secretary of State receive the IAC report?

On 10 February.

18 the report being published in full?

Yes .

Who is being consulted?

The Secretary of State has today written to representatives
of the relevant local authority associations, the teacher
associations, and those organisations representing the
interests of the governors of voluntary schools. Comments
have been invited by 10 March. The opportunity to express
Views in a meeting has also been cffered.

How long will the consultation take?

The first stage is consultatien on the IAC report and on the
Proposals set out in today's letter from the Secretary of
State. Following those consultations a revised version of
the Teachers' Pay and Conditions Document will be prepared.
The statutory consultees will be shown the precise wording
of the amendments to the Document, and given an opportunity
to comment prier to the publication of the Teachers' Pay and
Conditions Document and the laying before Parliament of an
Order which will give effect to the provisions in the
revised Document.

When will teachers receive their pay increageg?

With effect from 1 April. Any back-pay should be in their
pockets before the summer holidays at the latest.
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Is not the Secretary of State Prejudging the cutcome of
consultations by publishing his Proposals before others have
fead the report?

No. The Act requires the Secretary of State to consult
before making an Order changing the pay rates for scheol
teachers. That consultation has to be on the basis of what
he proposes to do.

I= tha consultation bngys?

No. The Secretary of state will consider very carefully the
Views that are &Xpressed, both about the IAC report and the
Proposals which he hag Set out today.

THE FAY PROPOSALS

What is the overall Percentage increase for teachers?

The pay bill will 9o up by €.3%, but the affect on the pay
of individual teachers Will depend on whather they have an
incentive allowance Or receive an increment, and whether
they are heads or deputy heads. 3 teacher who was formerly
on the top of Scale 1 and 18 not teaching in London will
Teceive an increase of £1573 during 1989, Teaching a salary
of £13,923 by September. If he was given an A allowance
during that Year he would receive a further £858.

How is the figure of £469.5n calculated?

The 6% increase in the main scale CoSts £340.1m and the 7%
increase in the value of incentive allowances a further
£23.1m. Adding 9500 more allewances to tha existing plans
to increase the number of allowances by 18000 this
September costs £8.am in 1989-90 and £15m in a full year.
Giving Heads and Deputies a rise of 7.5% adds a further
£93.1m and the 5.58 increase in London weighting costs
£4.4m,
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Where does the extra £100m come from?

This is the additional cost in 1989-90 of extra increments
for former Scale 1 teachers and the award of new incentive
allowances which were part and parcel of the 1987 and 1988
settlements. About 73000 teachers will benefit from these
in 1989-90.

Has not the TAC broken ocut of the straightiacket set by its
terms of reference?

The IAC was asked to make recommendations which took aceount
©f "the Government's view that school teachers' pay and
conditions of service should be such as to enable the
maintained school system to recruit, retain and motivate
sufficient teachers of the reguired quality”. This is what
they have done and the Government proposes to accept their
recommendations in full,

Why should teachers accept this proposed rise as reasonable?

They claimed varicusly between 19% and 30%. The review body
groups will do better.

The Government proposes to accept the unanimous
recommendations in the IAC report about pay rates. The
Government believes that pParents and the public more
generally will recognise tha thoroughness of the IAC report
and the fairness of its recommendations.

The IAC is very critical about the limiting nature of the
financial econstraint.

The Government belisves that the financial constraint
provided a very important discipline for the work of the
Committea,




by
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The IAC is threatening further big increases for heads and
deputies in future Years.,

The Government agrees with the IAC that the differentials
between classroom teachesrs, deputies and heads should be
kept under review in future years.

The Report shows that Incentive Allowances are being given
to teachers down the main scale, not just to those at the

top of it.

The Government welcomes this.

The report Suggests a substantial expansien of the number aof

incentive allowances over the next few years

The Government welcomes this in principle., It proposes to
accept the recommended increase in the number of allowances
available in 1989-90.

AFFORDAEILITY

17. Surely local authorities can't afford this increase: the RS
Settlement was based on an increase of £385m

The Government does not intend to recpen the 1989-90 RSG
Settlement.

Local authorities will benefit in 1989-90 from a greater
than expected roduction in the rate of employers'
contributions for teachers' Superannuatiocn, as set out in
the report of the Government Actuary which I announced on 10
February. This should help them with implementing the IAC
recommendations.
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IF PRESSED

The RSG settlement for 198%-90 was generous. The amount of
grant available will be 9% higher than that paid out in
1988=-89, If authorities increased their spending in line with
the settlement assumptions, rates would need to increase by
only 2%, well below the rate of inflatien. Implementing the
IAC recommendations would add 1little to this. Local
authorities will not suffer any grant penalties in 1383-30;
and taking into account the factors above; the extra pressure
arising from the IAC recommendations in England amounts to
less than 0.2% of local authority spending (the extra pressure
amounting te not more than about £50m compared with E58m -
0.2% of local authority spending).

The actual numbear of incentive allowances offered by
individual authorities is a matter for their discretion, so if
there are particular local financial constraints, there is
scme room for manoeuvre there also.

OTHER ISSDES

The IAC say one reason for teachers' low morale is that they
feel they are held in low esteem.

Esteem has to be earned. Teachers forfeited a lot of trust
and respect in their industrial action two years ago. It
takes a lot longer to restore than to lose.
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HMT Ref: 3-0378 FOR ANSWER ON 16 February 1989

TREASURY

C = Gainsborough and Horncastle
298 Mr Edward Leigh

To agk Mr Chancellor of the Exchequer, whether he will make a
statement on the pay of Civil Service lawyers at grades Z and 3.

MR FETER EROOEE

As indicated by my rt hon Friend the Prime Minister's reply to
my hon Friend the Member for Salisbury on 13 January {col 263)
the Government has consulted the TSRE on the proposals affecting
the pay of grades 2 and 3 lawyers in Sir Robert Andrew's report

on the Government Legal Services.

From 1 April 1989 greater use will be made of personal pay
points on a selective basis for lawyers at these grades. Awards
will be related to lawyers' skills, experience, marketability
and value to the department, taking account of the view of the
Head of the Government lLegal Service in individual cases. The
Government will give further thought, with the TSRB, to the
implications for the development of periormance pay at grades 2

and 3.

Lawyers in London at Grade 3, in common with other Grade 3 civil
servants, will benefit from the Government's acceptance of the

TSRE's recommendation of & London allowance of £2,000.
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ANDREW REPORT

Details?

Sir Robert Andrew's report on the Government Legal Service was
published on 19 January. The Prime Minister's statement said that
the Government was consulting the TSRE on his recommendation
affecting the pay of lawyers in the Senior Open Structure. That
hase now bean donea. GSes Paymaster General's statemeant.

What was recommendation?

Lawyere in grades 2-3 should be paid on the basis of personal pay
pointe which would take account of both the London factor (where
applicable) and the concept of job wvalue.

Why did Andrew Report make recommendations for pay of lawyers in
Senior Open Structure?

Eir BRobert Andrew dealt with structure cf whole Government legal
garvice; his report made clear his recommendations for lawyers in
Senior Open Structure were made to Government - who naturally
consulted TSRB in this aspect.

What's special about lawyers?

Selective increases for lawyers designed to reflect marketability
and wvalue of lawyer to department ie respond to recruitment and
retention factors.

No London allowance for grades 2 and 3 lawyers (Andrew report
suggested special lawyers' allowance of order of £3000)7

Government has accepted TSRE recommendation of London allowance of
E2000 for all grade 3 civil servants. Special allowance for London
lawyers therefore inappropriate. As Andrew recommendation said,
personal pay polints can take account of London factor as
appropriate.
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.i‘hnt are personal pay points?

In principle, all points on grade 2 and 3 scales, including
discretionary points, can be used as personal pay points.

How many lawyers will get them?

Intenticn is that arrangements should be applied selectively, and
criteria applied strictly. Experience across departments likely
to vary considerably. Treasury expects that only a minority
across the service as a whole will qualify.

Andrew envisaged increase of up to E10,000 a year for London
lawyar in post of highest job weight, skills and marketability?

Andrew saw this as rough guide, for the most exceptional cases,
[If pressed grade 3 lawyer in London, now on £39,000, could see

pay rise to £49,600 if awarded top personal pay point, with £2,000
London allowance. )

Personnel management gquestions: rafer to Mre Harrop, Lawyers
Management Unit, 270-56803.
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16 February 1989
THE PRIME MINISTER

f * A i:b-tﬁﬁ ;:%ﬂ"‘cibi.

I am writing ko thank yon and yvour colleagues for tha
Twalfth RAeport of the Top Salaries Review Body. I am most
grataful once again for the time and effort that you all put
inte the work, and in particular for meeting our earlier

deadline this year.

As you will know, I announced today our decision to
accept your recommendations, with only one very minor
modification, and to implement them in full from 1 April

1989 .

I would also like to take this opportunity te thank you
for your outstanding service as a member of the Review Body
gince 1977 and especially as Chairman for the last seven
years. 1 am particularly grateful that you were abla to
sbkeer the Eeview Body through the 1989 review. I am sure
that David Nickson will have benafited greatcly from your
advice and experience; he will have a hard act to follow in

tazxing over from you as Chairman Eor the 1990 review.
On behalf of the Government, and all who have become

dgsociated with you 1n the course of your lopng and
distinguished service, I wish you a long and happy

o/
égm 2 ey
ﬁrwyﬂmﬁ;
o

reciremant.

The Lord Plowden, G.B.E.,
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PAY REVIEW BODY REPORTS

The main papers are in the Cabinet folder.

e —

The normal custom i3 for letters from you to the four Review

E——— =

Body Chairmen to be sent out Ea}LE_Fumurrnw afternoon., It

would therefore be helpful if vou could sign these (attached)

—

overnight.

I also attach the latest wversiaon of the PO Answer. I have

just been alerted by the Treasury to one point the Chancellor

may want Lo amend. The end of the penultimate Earagraph
rafers to a total increase in HES provislon of E1899 million.

——

However, the Treasury are concernad that this will be compared

with a figure of some €2 billion extra resources (ie,

including the funds flowing from cost improving programmes)

Ehat they used at the time of the Ahutumn Statement. 5o the
—_—

Chancellor may want to suggest adding a sentence to the effect

that "This brings the lncraase in total resources to soms

[ 1". I hope wa can sort this out outside Cabinet.

bt

PAUL GRAY

15 February 1983

PMZALO

COMFIDENTIAL
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10 Downing Street
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TSRE: PRIME MINISTER'S LETTER TO LORD PLOWDEN

As you requested, I enclose a draft letter for the Prime Ministar
to send to Lord Plowden tomorrow.

I am copying this letter and attachment to Trevor Woolley (Cabinet
Office).

\/
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Mo

A C 5 ALLAN
Principal Private Secretary
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PRIME MINISTER

CABINET: PAY EEVIEW BODIES
Papar by the Secretary of the Cabinet (C(89)4)

The paper which I have esirculated sets ocut the conclusions and

recommendations at your meeting yesterday with the Minfgfgfénﬁzreut]y
R — e
concarned, for consideration by the Cabinet.

—

 —

Conclusions

2. ¥You will wish the Cabinet to record conclusions on:

the size of the pay increases for the wvarious groups covered
by the Review Bodies;

the size of pay increases for school teachers in England and
Wales, following the recommendations by the Interim Adviszory
Committee [IAC);

iii. the form and timing of announcements.

Size and timing of pay increases

3. You may wish to draw on the following summary of the conclusions
of your meeting:

The reports of the review bodies on the armed forces, on
professions allied to medicine, and on nurses should be
accepted in full, ~

= = —_—— —y

The report of the review body on doctors and dentists shonld
be accepted except for the increases at tﬂén'taﬁ' of the
consultants' scale and in the size of their distinction

—

awards. These would have given big increases (up to 13%) for
: i

e

consultants. The Review Body said it was proposing them to

——

improve the long-term career structure for hospital doctors.
That objective can be better achieved by the increase of 100

in consultants posts proposed by the White Paper, "Working for
Patients". e
.'___._,...,-l—..
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The report of the Top Salaries Review Body should be accepted,

subject to a point en twe star officers. The Review Body

— Lt

proposed that their pay should be linked to the first

performance point for Grade 31 civil servants. It seens wrong
to link standard pay to a perfarmance point in this way.
[nstead, the pay of two star officers will be arocund 85% of
the normally attainable maximum for Grade 2 Civil Sﬂrm

which is also the pay point for 3-star officers. This will
give them the figure recommended by the TSRE, while preserving

I — —_—

the necessary link with the Civil Ssrvice.

——— - = -— = — - £ ]

On financing, the cost of the TSRE and armed forces awards
will be met from current provisien. For the NHS groups, the

cost in excess of this is €248m. €44m will be coverad by cost
iy

improvements, with the rest coming from the Reserve. This

will establish the important principle that Review Body awards

are not necessarily met in full every year.

—_—

The recommendations of the IAC should also be accepted. These
are for a 6.3% increase to the pay bill, with above awverage
increases for heads and deputies and in the wvalue of incentive
allowances. No extra funding should be provided to pay fer
this increase.

The opportunity of next Session's Bill on Parliamentary
procedure should be uysed to remove the regquirement For an
Affirmative Order for inereasea in the Lord Chancellor's
salary.

Pointe that may be raised
4. The proposals in the paper have of course already been discussed

by the Ministers directly concerned. Mr Walker, who counld not be
present at the meeting, did however argue in his minute to you of 13
February that the excess cost of the awards of the NHS groups should

be funded in full from the Ressrve. If he presses this view, yon

could draw on the Following points:
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Last year the cost was met in full from the Reserve. If it
i ating

happened again this year, it might establish a prasumption
that this would always be done which wourld be hard +o break in
future years.

The proposal is that the great bulk of the excess cost should

come from the Reserve — £204m out of £248m.
5. On teachers' pay, the IAC have gone beyond their remit by £85m.
The Chancellor argued at your meeting that This showed the importance
of replacing it before next year by a Teachers Negotiating Group, in
which the Government would have a majority on the management side and
be able in the last resort to impose a settlement. The Government
have already, following an E(EP) decision, stated their preference for
this as the long-term solution. Nevertheless, you will want to
consider how far Cabinet should get into this gquestion tomorrow. The
long-term arrangsments [OF Scotland Rhave not yet been decided and Mr
Rifkind is strongly opposed to a power of imposition there, although

this has so far been regarded as an essential feature of what is
proposed for England and Wales.

Form and timing of the announcement

6. We propose that as in previous years the announcement on the

Review Bodies should be made by vou in a Written Answar tomorrow
—

afternoon, 16 February. Mr Baker would announce the decision on Ehe
T sy

IAC report in another Written Answer at the same time, Draft answers

R

are attached to the papé} for Cabinet, You will wish to get Cabinet

andorsemant of them. They have been agreed by the Departments
concernad. {The Paymaster General will also give a Written Answer
dealing with points on the pay of Grade 2 and 3 lawyers fallowing the
Andrew report: but this deoes not need to be mentioned.]

7. There will need to be an Order subject te Affirmative Resolution
to maintain the differential between the Lord Chancellor's salary and
the Lord Chief Justice's salary. The paper proposes legislation next
Session to remove this requirement, but it will still apply this year,




HANDLING

8. You may wish to open the discussion vyourself and steer
Cabinet towards the provisional conclusions set out in the paper.
Ministers who have not taken part in the discussion so far may wish to
express a view. Three Ministers who could not come to your meeting
yesterday have direct Departmental responsibilities: the Secretary of
State for Wales for the MNHS groups and teachers in Wales; the

Secretary of State for Northern Treland for MHS groups there, and the

Lord Chancellor for judges. The business managers may wish to comment

on presentation and Parliamentary aspects.

IRes.

ROEIN BUTLER

Cabinet Office
15 Pebruary 1989
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REVIEW BODY REPORTS 1989
[Mote by the Cabinet Office; and minute of 10 February
by the Secretary of State for Bducation and Science]

DECISIONS

Is The aim of the meeting is to reach decisions on this year's
Review Body reports so that, subject to agreement by Cabinet, an
announcemant may be made on Thursday afternoon, 16 February.
Decisions are also nesded on this year's report from the Interim
Advisocry Committee (IAC) on teachers' pay, again with a view to

announcement on Thursday.

2. You may wish to deal with the Review Body reports first,

——j) perhaps asking the Chancellor of

the Exchequer for any preliminary
comments and then working through the points reguiring decision in
paragraph 20 of the Cabinet Office note. Briefing on these points

iz set out below. You may wish to conclude by inviting the

Secretary of the Cabinet to circulate a paper to Cabinet setting

out the group's conclusions for endorsement on Thursday, together

with a revised text of the draft Written Answer whieh will

announce the decisions ko Parliament.

= ! On teachers' pay the issue is whether to accept the IAC's
recommendations, in particular for an incresase in the pay bill of
6.3% from 1 April 1989. Mr Baker wants to accept their recommenda-
tion. 1In considering this, you may want to concentrate on the

size of the proposed increase in relation to the review bodies'
awards, pay settlements elsewhere, and the rate of inflation. You

will also want to take account of the fact that, for the second
Year running, the IAC have gone beyvond their remit. Mr Baker's

paper contains a paragraph inserted by the Treasury (paragraph 13)
arguing for an abatement of the recommendation. We understand

( SECRET )
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'.lmt the Treasury have inserted this for tactical reascns. They

are prepared to accept the IAC recommendations in exchange for
getting a further assurance from Mr Baker that he will propose
lagislation to replace thea IAC by a Teachersa' Negotiating Group.
You will however want to consider how far the meeting should get

into the question of long-term machinery. There is a diffienlt

Socottish dimension.

MAIN ISSOES

Review Body Reports

4, The main 1ssues for decision are set out in paragraph 20 of
the Cabinet Office note. You may wish to work through them.

B Abatement or staging. The first quesation is whether there

should be any abatement or staging of Review Body awards
across-the-board or individuoally. The paper sets out two options,
first for staging all the awards from 1 August and second, for
paying 4% from 1 April with the balance from 1 October (paragraphs
12 and Annex E). In your discussion with the Chancellor, you
concluded that special attention this year should be given to the
DDRB award for the consultants, and alsc to the proposed link
betwsen the pay of two-star ocfficers and the first discretionary
increment for Grade 33 (both dealt with below). You may wish to

conclude that, apart from the issues on consultants and two-star

officera, the Review Body awards this year should be accepted

without staging or abatement.

G DDRB and consultants. The sscond guestion 18 whethar thera
ghould be any abatement of the DDRB award, with a sgimilar
abatement for clinical academics, and what form it should take.
When you discussed this with the Chancellor you agreed that the
right course was to abate the increase for consultants, on the
grounds that the increase in the number of consultants announced
in the White Paper on the NHS would provide & better incentive to
dectors to opt for a hospital career than the Review Body

recommendations. This would save £19% million, made up as follows:
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.' e rejecting the increase of £1000 at the top of the
consultants' scale would save £17 million (ses paragraph
4

ii. rejecting the increase in the A+ distinction awards
from 95% to 100% onf the consultant scale marimom weuld save

£0.3 million {(sea paragraph 3ii); —

iii. rejecting the increass in the number of the higher
distinction and meritorious service awards would save £1.7

million (see paragraph 3iii}.

F Our understanding from the Department of Health is that Mr

Clarke is likely to accept (i) and (ii), making a saving of £17.3
: =

million, but that he may not be prepared to accept (iii). The
argumentation in the DDRE in support of thE.lﬂEEéE;é in the number
of awards is thin: they simply agree with the Chairman of the
Central Advisory Committee that the vary best consultants should
be especially rewarded, and that there should therefare be 10 more
A+ awards, 25 more A awards and 25 more B awards (paragraph 55 of

the DDRB report). You will wish to decide whether the extra £1.7

million in volved would be better spent on increasing the number

. S

of consultants as promised in the White Paper.

————

—

8. Funding. The third guestion is how the cost of the awards
for NHS groups in excess of provision should be met. The Treasury
are holding out for £50m for England (£62 million for the UE) to
be financed by health authorities themselves out of cost-
improvement programmes: the Department of Health are resisting
this. WNegotiations between Mr Clarke and Mr Major are still
continuing. Our understendin.g is that Mr Clarke accepts the case
for not fun_ding the award fully, that he might be prepared to go
as far as £25 million for Bngland (£31 million for the UX} but
that he believes that the Treasury's demands would precipitate
political controversy cut of all proportion to the public

expenditure benefit. You will wish to decide what the contri-
bution from health authorities should be. In your meeting with

the Chancellor, the Chief Secretary suggested £40 million for
England, £50 million for the UK,

¥ BECRET
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.. Two-star officers. The fourth guestion is whether the
TS5RB's recommendation on linking 2-star officers to the first

performance point of Grade 3 civil servants should be annePEEH.

When you spoke to the Chancellor, you bhoth agreed that relating a
standard scale to a parformance point was wrong in principle,

(e ————— : iy
particularly as many senior officers work alongside civil servants
in similar johs. You therefore favoured abating the TSRB
recommendation so that Z-star officers continued to be aligned, as
at present, with the top of the standard Grade 3 scale. This
would give them £40,9%00, rather than £43,100.

10. We understand that the Sacretary of State for Defence will
resist this on the grounds that it is quite wrong to single out
thiz particular group for abatement of a TSHB recommendation; and
that the differential between 2-atar officers (£40,900) and
brigadiers (£38,748 from 1 April) would be too compressed. Hs may
well argue that the Govermment should simply accept the figurs
recommended by the TSRB while making it clear that they do not
accept the linkage with performance-related salaries in the Civil
Service. The Treasury are however opposed to this: they fear
that the absence of & linkage would remove all restraint from
armed forces pay at the top. You will wish to decide what weight

to give to the Secretary of State for Defence's concerns.

115 We have suggested a variety of possible solutions to the
Ministry of Defence and to the Treasury, as a way through the
problem, but neither has been prepared to give ground before this
meeting. One possibility which you might explore would be to link

2-star officers to the mid-point betwesn the bottom of the

standard Grade 31 scale and the top discretionary increment for

Grade 3s. This would produce a Figure of £42,600, a little less
than the £43,100 recommended by the TSRE, but more than the

£40,900 proposed by the Treasury. The TSRE themselves considered
this option and in their report said that they saw advantages in

it (paragraph 5% of the TSRE report). Their main chiection was

that it would not provide a sufficient differential over Jne-star
officers: but given that the differential would be around 10%
this does not seem very strong.

(SECRET )
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.2. The Eifth quusﬁun 15 whether the Review Body
reports should be published, and the Government's decisions on
them announced, hy_Wri:tEn Answer on 16 February. Yoo will wish

to agree this. The Written Answer will of course need to be

revised in the light of discussion.

15, The Andrew report on the Government legal service made

1 B 5
recommendations about the pay of Grades 2 and 3, in partic ular
e

aheut tha pse of personal pay points and an extra discretionary
pertormance point on thelr pay scale, which the Government
promised to consider when they had received the TSRB's views, We
understand that the Treasury plan a Written Answer on Thirsday on
the subject. ¥ou may wish to confirm this with the Chancellor,

and ask what he in_tends to say.

Td. Lord Chancellor's salary. Finally, there is the gquestion

r L] o L}
l1whﬂther next session's Bill on Parliamentary pensions should

|iremove the requirement for an Affirmative Resclution procedure on
| | e— - :
Jthe Lord Chancellor's salary. You may wish te agree that it

|3tnu1ﬂ in prin ciple, subject to the views of the business
‘managers and further work on the detail.

TEACHERS' PAY: ISSUES

Background

13. The IAC 1= a statutory boedy advising the Secretary of State
on teachers' pay since the abolition of the Burnham machin ery in
1987. Tha 1987 consultative document on Teachers' Pay and
Conditions described it as an interifm arrangement. That document
stated the Government's preference for a Teachers' Wegotiating
Group with the Government in the majaority on the management side
and with the power in the last resort to impose a settlement
without arbitration.

16, Last September E{EP) agreed that the IAC should be directed
ko work within a cost of £385m, egquivalent to an increase in the
pay bill of about 5.1%.

e

(" SECRET )
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.::-mparism: with other pay increases, and inflation

¥ In censidering the IAC recommendation s, you will want to

take ac count of:

i comparison with the review body awards. Mr Baker will

no doubt peint out that the recommendation is smaller than
any of the review body awards. The basie increase of 6% on
tha teachers' Main Professicnal Grade is however greater
than the bagic increase of 5% for TSRE groups - although the
public might well focus on the comparison between the total

pay bill increases in the two cases:

ii. compariscn with pay movements elsewhere. The Cabinet

Office paper says (paragraph 4) that the average level of
settlements so far in this pay round is 6.25% for the whole

egconomy and 6.5% for the private sector;

iii. comparison with inflation. Mr Baker guotes the
Decembar RPI figure of 6.8%. He will not know that the

January figure, to be published on 17 February, will be
about 7.5%.

Comparison with Scotland

18. Tha TAC does not cover Scotland where settlements are agreed
in a Scottish Joint Negotiating Machinery (SJNC), in which the
local authorities control the management side. Last year, as a
result, Scottish teachers got an increase of 6% compared with

4.75% for those in BEngland. You may wish to ask Mr Rifkind about

prospaects for this year's Scottish settlement. The Staff Side

have claimed a 9.75% increase and the management side are expected
to m ake an offer on 27 Pebruary:. This offer would therefore be
known when formal procedures on the IAC recommendations were

still being gone through.

The IAC remit

( SECRET )
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'.'Sl. The IAC have gone heyond their remit by £85m, recommending
increases costing £469.5m (or 6.3%) as against the remit of £385m
{or 5.1%). Last year alse they esxceeded the remit, although then
by only about £30m. You will want te censider whether it is right

to accept this departure from the instruction they were given.

The Chan cellor iz likely to make m uch of this, Mr Baker will
argue that circumstanc es have changed radically since the remit
was settled last September, when the RPI increase stood at 4.8%.

Abatement of the increase

20. The Chancellor has proposed abating the gensral increase -
that is, the increase for the Main Professional Grade - to 5.1%,
the figure Ministers had in mind when the remit was set. This
would save £50m. You will want to consider whether such an

abatement would be justified.

Structure of the increase

21. Annex A to Mr Baker's paper shows that incentive allowances
account for only a very small proportion of the cost of the
recommendations. You could ask if more sheuld be spent on greater

flexib ility, by for example more rewards for efficiency, higher

payments for subjects where teachers are scarce and more

geographical variations. It might then be easier to hold down

the basic increassa. The report reveals (paragraph 4.14) that a
minority of the Committee wanted to use any money available beyond

the remit for such purposes.

22. The report proposes an expansien of the sy¥ystem of incentive
allowances over the next five years. Annex C shows that the extra
cost would reach 2112m by 1993, Mr Baker says (paragraph 7) that
there is no need now to de more than accept the recommendation for
1989-30, but you may wish to ask him whether doing so would make

it much harder to reject the more expensive recommendation for

latar years.

[ sEcreT)
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..ong-tﬂm pay determination arrangements

25. We understand that the Chancellor has proposed abatement for
tactical reasons, and that he is prepared to accept the IAC
recommendation in return for a promise from Mr Baker to legislate
next session for the Teachers' Negotiating Group (THNG). You will

want to consider how far to prass Mr Baker on the TNGS. The 1987

Green Paper said, following an E(EP) decision, that this was the
Government's preference for the future, but Mr Baker arqued
against it at the time and has not vet made proposals for the
legislation that would be necessary next session to put a THNG in
place for the 1990 settlement. If there were no legislation, the
life of the IAC could be extended for another year by affirmative

Aarder .

26 .
also wish to take account of the Bcottish position. ILast year, Mr
Rifkind was strongly opposed toa power of fGovermnment imposition
| on Scottish tesachers' pay, although this was a central fsature of
the TNG proposal for England. No final decision has yet been made
on the Scottish machinery: E(EP) noted last year that they wonld
have to review it befare legislation was introduced Ffor England.

A,

e

E T J WILSON
Cabinet Office
13 Februarvf 1989

( SECRET )
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REVIEW BODY REPORTS 19895

I have seen the official report on the recommendationa of
this vear's Review Body reports.

T am writing with particular reference to those proposals
having implications for WAS funding. The report's estimate
of the cost in Wales in excess of existing provision is £15m
of which we estimate about £11.6m would be attributable to
the Hosplital and Community Health Services. This in 1tselfl
would represent a volume sgueeze of 1.3% on health
authorities' rescurces in 1983/90.

The report considers three options for funding the excess
costs of the awards for MHS groups. 1 am writing to firmly
indicate my support for the second - where the costs would
be fully met from the Reserve. I do not think we should
concern ourselves unduly with the signals this sends the
Review Bodies - we can convey thoge in our decisions on
their proposals - what is more important is the need to
maintain a tough but consistent approcach to targets for cost
improvements.

Health authorities in Wales have been set tight financial
targets for the coming wyear, with cash lncreases on average
of 6.3% - after taking into account the benefit of the
reduction in employer's superannuaticon costs. I have also
indicated to authorities that I expect them to contribute
further to meeting service pressures by making cost
improvements and generating additional income equivalent to
at least 1.3% of recurrent revenue allocations.

1 believe that these targets are challenging but attainable,
and I think it is right and proper to impose this discipline
on authorities. However, if any proportion of these savings
ig to be earmarked for the excess costs of the Review Body
awards then there will be consequences for service provision
which in the light of the White per I would not welcome.

JIt 1is inewvitable. ..




It iz inevitable that, within the lewvel of funding provided,
cost improvements for next year will be used to meet the
likely excess costs of non-review body pay and the balance
of un-met inflation. I cannot therefore realistically
expect authorities to contain the full costs of the Review
Body recommendations together with those pressures within
the rescurces available to them and still provide for
service developments.

In my view, therefore, it is essential that, whatever view
we come to on the Review Bodies' recommendations, the excess
cost should be met in full from the Reserve.

I am copying this to Nligel Lawson, James Mackay, George
Younger, Morman Fowler, Tom King, Eenneth Baker, Kenneth
Clarke, Malcolm Rifkind, John Wakeham, John Major, Richard
Luce and to Sir Robin Butler.

3

W

Approved by the Secretary of State
lg February 198% and signed in his absence




FRIME MINISTER

REVIEW RODY REPORTS AND TEACHERS® PAY

You saw most of the papers for tomorrow's meeting over the
weekand.

I now anclose:

Cabinet Office brief [(which you have not

gaen bafore).

Cabinet Office paper on the Review Bodies.

Eenneth Baker's paper on teachers' pay.

The IAC Report on teachers' pay.

Flags E & F Two minutes from Peter Walker, just receiwved,

who is not coming to tomorrow's meeting.

I have not botherad to include in the folder tomight the

Review Body r;EErtﬁ themselves, but will have these at hand
for the meeting.

You will gee from the brief at Flag A that Messgrs. Clarke
and Major have not so far reached agreement on the guestion
of funding the Health Service proposals. I alartad you
over the weekend to the potential political difficulties

of handling thisz issua.

/ I'f (A il[“'d'i(l l'.:' s

f?“ﬁi”'{,ﬁﬁ

|
71/ | PAUL GRAY)
13 February 1589
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PRIME MIMISTER

REVIEW BODY REFPORTS AND TEACHERS' PAY
You are having a meating pnaxt Tuesday morning with those

Ministers concerned to discuss boch the Review Bodies and
1 = Lo C} o = 12 n

Teachers' Pay. The plan then 15 for the i1ssues to go to

Cabinet on Thuraday, with publication and announcements that

game afterncon.

You have of course already had several discusesions about the
handling with the Chancellor. The papers 1n the folder are:

S ————

Flag A -— Revised Cabinet Office paper on the Review

Bodies., You discussed an earlier version with the
: —_— —
Chancellor and Chief Secretary.

e —— P

Flag B — Paper just received from Kenneth Baker on

Teachers' Pay. As expected; he recommends accepting the
IAC recommendatione,; while stressing to the local

authorities that no more grant will ba paid.

— -

—— e ———————

Flag = The IAC report itsealf.

The variouns Pay Beview Body reports, which you have seen
bafare.

The main papers you will want to glance at over the weekend
ara the new ones on Teachers' Pay at Flags B and C. But you

e
agreed with the Chancellor yesterday bto go along with

=

Mr Baker's recommendations.

There 18 one further point on the Review Bodies I would

register. In the earlier discussion with the Chancellor and

Chief Secretary you endorsed thelir proposal that Health
——

Authorities should be asked to meet part of the cost of the

S —— -
HCHE awards [rom cost improvement programmes (paragraph
15(iii) of the paper at Annex A). It is not yet clear whether

Ken Clarke will go along with that — he iz meeting the Chiaf

SECRET
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Secretary to discuss 1t on Monday. But, meantime, you may

want to consider the politics of this proposal. There is

—

undoubtedly a strong case in logic for loocking to Health

Authorities to absorb part of the costs. But the Opposition

will phrase this approach differently - the charge will be

that the Government is not fully funding the pay awards. It
& i = 1 - I 5 5 K i - "

15 certainly the charge ygpy can expect Mr Kinnock to deploy

against you at Question Time.

The issue is whether you think thare is a robust defence to

that charge. [ find it difficult to compose a guick one=line

ragponsga. So, however unpalatable it may ba to contemplate an

_'_— - - - - - Il
extra B50 million of public expenditure, might this not be a

price worth paying to avoid the damage a charge of '"not fually
e ————
funding' might do to the the post-NHS White Paper atmosphere?
i i

e

FAUL GRAY
10 February 1989

SECRET
EAMANK
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SECRET AND PERSONAL

P 03364

ME P GRAY 10 February 198%

REVIEW BODY REPORTS 1989

I attach a nota, ce-ordinated by the Cabinet O0ffice, which

summarises the main recommendations of this year's Review Body

reporks and sets out possible courses of action for the Govern-

ment, as a basis for discussion at the Prime Minister's meeting on
Tuesday 14 Pebruary at 9.30 am.

The note ia being copied to the private secretaries to the
Chancellor of the Exchequer, the Lord Chancellor, the Secretaries
of State for Wales, Defence, Employment, Northern Ireland,
Education and Science, Health and Scotland, the Lord President,
the Chief Secretary and the Minister of State, Privy Council

Office, and to Sir Robin Butler,

I would be grateful if private secretaries receiving this note

would be personally responsible for its handling, for ensuring

named officials who need to see it for briefing purposes.

Row.

R T J WILSON
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Review Body Reports

The five Review Bodies have now reported. Their recommendations

as follows:

Review Body Pay bill Range of UK public

increase increase axpenditure
& % Cost (1)
£m

Armed Forces (AFPRB) 6.8 5-8 272

Doctors & dentists (2)
i DDRB) E.8 B=-14.1 312

Clinical academics
(consequence of DDRB) B=13.6 8.5

Professions allied to (3)
medicine (PAM) : 7.6=7.8 43

Nurses & midwives (3)
[NEB) - 6.7=6.9

(5]

Top salariss (TSRB) - 4.9-10.6

Examples of the increases within each main group are given in the

Annexess.

(1)

(2)
(3)

The figures for public expenditure cost differ from those in the
review bodies' repofts. %EElI figures do not include Ssome costs
whidhl count as public expenditure.

Includes £39m for practice expenses of family practitioners.

These mainly represent across the board increases of 7.7% and
6.75%, Three Chief Area Nurses grade 4 in Scotland will get
increazes of 10-13.64%. All other nurses and PAMs will get
increases within the ranges shown.

Includes £5m recommended for flexible pay experiment, and £3im for
new grading structure for educational grades, which the Review
Body will be asked to price within the next few months.

Do=s not allow for recommendation to inecrease from 25% to 35% tha
quota of civil servants in Grades 2 and 3 eligible for discretion-
ary increments. Also excludes restructuring for 13 Immigration
Aﬁjudlcatﬂrs whe receive increases of 27.1%, and for the Chief
Immigration Adjudicator and the Vice-Prezidents of the Immigration
Appeal Tribunal, who get 28.3%.

SECRET
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!llﬂ Report
2.

The TSEE recommendaticonz break dewn as followg:

p 8

a basic 5% increase for all groups;

ii. for the judiciary, some minor restructuring which would bring

the pay bill increase to 5.2%:

for senior officers in the armed forces, 2-star officers would
be linked to the Grade 3 first performance point rather than
tha top of the Grade 3 scale, as at present. The pay bill
increase for 2 star officers would be 10.5% and for senior
officers as a whole 8.6%.

for the eivil service, structural changes to relate pay more
closely to performance would be deferred but the gquota of
staff eligible for discretionary increments would rise from
25% to 35%. It 1s unlikely that the whole of the proposed
increase in the guota would ba taken up in the first year, but
if it were, the additional cost in 1989-30 would be about

£75,000, and ahout £150,000 in a full vear which is about 172%

of the pay bill for Grades 2 and 3. Otherwise, the only
exception to the 5% basic increase would be the restoration of
a London allowance for Grade 3s, at £2,000, a possibility to
which the Government drew the TSRB's attention., The increass
in the pay bill for Grade 3s would be 9.5% and for the whole
group 8.2%.

DDRB report
i. The DDREB have recommended a basic B% increase Ffor all doctora and

—

dentists in the NHS, with the following additions:

i.

an increase of £1,000 in the top of the cgnaultan;s‘ scale,
thus raising it by 10.8%. All distinction awards (except the
A+ awards - paragraph 3ii below] would as a result also
lncrease by 1l0.8B%, since their size is related to the
consultant maximum. This recommendation would add £17m to the
DDRE pay bill (£14.6m for the direct salary cost, £2.4m for
the effect on distinction awards);

SECRET




an increase in the A+ distinction award from 95% to 100% of
the consultant scale maximum. Consultants enjoying this award
as well as the increase at the top of the scale would get
13.6%. The cost would be £0.3m;

a small increase in the number of the higher distinction and
meritorious sarvice awards. The cost would be £1.7m;

an additional point at the tep of the Senior House Officer
Scale, recommended by both sides, and costing £0.8m. Thosa
covered would get an increase of 14.1%;

a reduction in the number of working hours at which junior
hospital doctors gqualify for increased on-call allowances.
Since this is designed to encourage authorities to reduce the
hours worked, it is recommended that it be treated as a nil
cost item.

price movements elsewhere

Review Bodies' recommendations compars with:

a year-on-year increase in underlying average earnings for the
whole economy of B.75% in November;

an average level of settlements for the whole economy since
the start of the pay round (covering 308 of employees) of
6-25%. In the private sector the figure is 6.5%;

iii a year-on-year increase in the RPI of 6.8% in December.

3. In the case of the TSRB report Ministers may also wish to take
account of the likely developments in pay this year for the rest of
the Ciwvil Bervice. Around 30 per cent of the non-industrial Civil
Bervice is already covered by flexible pay deals (IPCS, IRSF grades
5-7) and negotiations are coming to an end with the NUCPS and CPSA on
similar arrangements for most of the remainder. There is likely to be

some variation in the level of settlements hetween different groups,
with almost all being staged in some way as a result of the
intreduction of the new pay agreements. A common feature for most
staff will be an inerease on 1 April of around 4%. But all will be

( SECRET )
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Qiﬂ-ﬁ&ﬂ by further significant payments later in the year. London

payments are also generally being increased.

Financing
6. There should be no difficulty in financing the TSRE increases

within existing provision.

7. The Ministry of Defence have confirmed that the AFPRB award can be

afforded within the provision mada in the Estimates £for 1989-00,

B. The biggest requirement for financing arises on the NHS groups.

The total cost of the recommendation in excess of existing provision

is about £ 265m. This can be broken down in two ways:

£203m on the cash-limited Hospital and Community Health
Services and £6Im on the Family Practitioner Services which

are not cash limited:

£212m in England, €29m in Scotland, £15m in Waleszs and £09m in
Northern Ireland.

2. The pay of clinical academics is kept in line with that of DDRBE
groups, but falls on the Department of Education and Science. The

cost in excess of provision would be Ed4m. (1)

The options

10. One option is of course acceptance of the awards in £ull.

Ministers may however wish to consider options on both the abatement
or staging of the awards themselves, and on financing the cost in

axcess of provision.

{1) The Treasury and DES have agreed that, if a DDRB settlement gives
rise to an increase in Hospital and Community Health Provision, an
increase should also be made in the DES programme, egual to the
cost of paying clinical academics any difference betwean the DDRB
settlement and the pay settlement for non-clinical academics.




‘tement or stagin

11. One option is to abate the recommendations. TSRB apart it has
been done only once (for DDRB in 1981), and the abatament was restored
in 1984. It is traditionally regarded as the least acceptable method,
not only toe the professions but to the Review Bodies themselves, who
in recent years have set considerable store by the fact that each
year's recommendations have been in full payment by the date of the
following report. This year however, there are special considerations
in respect of the extra payment to consultants recommended by DDRRE,
which do not apply to the cother reports. &And these arguments do not,
for any of the awards, rule out staging, the usual method of reducing

the cost of Review Body awards in the first year.

12, Annex E shows the savings from two options for staging all the
awards:

deferment until 1 August of all payments except the reimburse-
ment of practice expenses for family practitioners which are a
contractual commitment; and

payment from 1 April of 4% plus expenses as above, and the
balance from 1 October.

DDEB award

13. Ministers may wish to give special attention this year to the
poseibility eof scaling down the DDRB awards. In addition to the
general option in Annex E for deferment or staging, which could be
applied selectively if desired, there is a range of options for

abatement of the DDRB recommendations. Some possibilities are:

A. Awarding doctors and dentists no more than nurses (6.75%), either

with or without removing the extra benefits for consultants. This
would save £70m.

Abating the increase in the pay bill to 8%, leaving the extra
benefits for consultants. This would save £25m.

- =
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. Rejecting the increases in the econsultant scale maximom and the

value of consultants' distinction awards ([paragraph 3i and ii) and
passibly the increase in the number of awards (paragraph 3iii),
but otherwise accepting the recommendations in full, including the
13.1% increase for Senior House Officers. This would reduce the
increase in the pay bill to fracticnally over 8% and save £17.3m
if the increases in paragraphs 31 and ii are rejected, or €19m if
the increase in the number of distinction awards in paragraph 3iii
is rejected too. Thera would alse be a saving of £1.2m on

clinical academics.

14. Ministers may wish to concentrate on Option C. It is the only one

that involves full acceptance of the recommendations for all groups

éEﬁept consultants. The rationale for rgaectiun of the &xtra
increases for consultants might be that the White Paper on the NHS
proposes an increase in the number of consultants, and that in the
Government's view this would provide a better incentive to doctors to
opt for a hospital career than the Review Body recommendations.
Ministers will want to consider how far this argument applies to all
the extra benefits for consultants, including thea inerease in the

number of distinction awards.

Financial options
15. The awards for NHS groups would, unless there is sufficient

abatement or staging, involve a cost in excess of current provision.
This cost would be £265m, of which £203m is on Hespitals and Community
Health Services (HCHS). The cost of the Family Practitioner Service
fallg on the Reserve. The HCHS cost could be met either from within
Health Authorities' existing allocations or from the Reserve. Thare
are the following options:

The HCHS cost could be met fully from within Health Authorit-
iesa' existing allecations, but that would reduce the announced
provision for patient care and harm the climate for the health
review changes.

The HCHS cost could be met fully from the Reserve. This would
be helpful in securing cooperation on the health review
changes, but arguably it would give the wrong signal to the

[ SECRET 3
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Review Bodies, removing the pressure on them tc modarate
their recommendations in later years.

The health authorities c¢ould be asked to meet part of the cosat
from cash savings in their cost improvement programmes, with

the rest being found from the Reserve. Officials recommend

this but de not agree on the relative proportions. The
Treasury argue that half the savings from cost improvement
programmes in 198B-89 and 1989-90 should be used for pay, as

in previous vyears. Some has been used for pay of other
groups, but that would leave at least £50m (England), or about
£62m (UK), for review body groups. The Department of Health
do not accept that 1988-89 cost improvement programmes, which
account for £40m of the Treasury's suggested £50m, can be
prayed in aid since the money has already been spent on
providing services. They consider that the cost improvement
programmes for 198%-9%0 will have to finance the pay of
non-Review Body groups.

To sum up, the three financing options are as follows:

(1)

(ii)

(1ii)

From Reserve From within

HCHS Total NHS

62

62 265

62 141 203 62

If Ministers chose any of the optiens in paragraph 13 for scaling
down the awards the cost to the Reserve would fall accordingly. For
example, with Optien C the cost would fall by £17.3-19m.

Link between 2-star officers and Grade 3 civil servants

16.0ne
is the
ta the

recommendation by the TSREB raises particular difficulty. This
recommendation that would link the salary of two-star officers

first performance pninthuf Grade 3 Civil Sarvants rather than

to the

top of the standard Grade 3 scale as at present. There are
.———#—
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‘iectinns in principle to relating a standard scale to a performance

point, particularly as many senior officers work alongside cCivil
Servants in similar jobs. On the other hand, abating the recommended
salary to bring it down to the top of the standard Grade 3 scale would
reduce the existing differential between two-star and one-star offi-

cers (Brigadiers). Options include:-

Rejecting the recommendation, and keeping the prasent 1link

between the salary of the two-star officer and the top of the
standard Grade 3 scale. This would reduce the award by £2,200

and would give an increase of 4.9% to £40,9%00.
—

. Accepting the recommendation in full: this would give an
increase of 10.5% to £43,100.

Accepting the figure recommended by the TSRBE while making it
clear that the Government does not agree that linkage of the
pay of two-star officers with performance-related salaries in

the Civil Service is appropriate.

Pensions

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

Timetable and next steps
18. There seems a strong case for publishing the reports, and the

Government's decisions on them, as socon as possible, so as to avoid

speculation and leaks. This points to a final decision in Cabinet on

16 Pebruary and, if Cabinet agree, an announcement of the Government's

decisions later that day,. Government decisions on Review Bodies'

awards have generally been announced by way of written reply. We
recommend that the same arrangements be adopted this time and attach a
possible draft, which will be revised in the light of Ministers'
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.iaiuns. Ministers will want to consider whether the Government's
decizions on the recommendatiens of the Interim Advisory Committee

{IAC) on teachers' pay should be announced at the same time.

19. There 13 no Parliamentary process, except that an Order is
necessary to maintain the differential between the Lord Chancellor's
salary and the Lord cChief Justice's, in accordance with declared
Government policy. This requires an Affirmative Resclution in both
Houses and has in the past created the opportunity for debate on the
whole TSRE report. Last year i1t was suggested in Cabinet that it
would be desirable if possible to remove this reguirement. A change
would require legislation. Mext GSession's Bill on Parliamentary
pensions might provide a suitable opportunity. Ministers are invited
to agree that this should be pursued. Annex F, by the Lord
Chancellor's Department, =sets out some of the guestions arising.

Conclusion

20. Ministers are invited to decide:

Whether there should be any abatement or staging of the awards

across the board or individually, possibly by means of the

options described in paragraph 12 and Annex E.

Whether there should be any abatement of the DDREB award, with
a similar abatement for clinical academics, and whether it
shonld take the form of one of the options in paragraph 13.

How the cost of awards for NHS groups in excess of provision
should be met, possibly by ona of the options described in
paragraph 15.

Whether the TSRB's recommendations on linking 2-star officers
to the first performance point of Grade 3 c¢ivil servants
should be accepted.

Whether to publish all the Review Bodies reports, and the
report of the IAC on teachers' pay, and announce decisions hy
way of Written Answer to an arranged Parliamentary Questicn on
16 February.

(CSECRET )
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( SECRET ) rr

Whether, in principle

and subject to further work on the
detail, next session's Bill on

Parliamentary pensions should
remove the requirement for an Affirmative Resolution procedura
on the Lord Chancellor's salary.
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AFPRE Eeport
Typical increases

Present Eecommended Increase
pay pay, from
1 April 1989 B
£ £

Brigadier 36,555 38, T48

Lieut Colonel
On MaX1Mmum 29,247 30,999

Captain
on maximum 17,418 18,812

Etatf EBergeant,
Band 4 11,830 12,585

Corporal I,
Band 2 11,195 11,990

Private IV,
Band 1 5, 705 6,063 E.3

p—

The same rates apply to eguivalent ranks in the cother Services.

The figures for Staff Sergeants, Corporals and Privates all for
men committed to 6 years' but less than 9 years' service.
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DDEE Eeport

Typical increases

Pragsant

pay
£

Hospital staff
consultant,
A + distinction
award

69,225

Consultant on
maximuom, no
distinction award 35,500

Registrar, on
maximum 16,330

House Qfficer,
On maximum 10,740

General practiticners (average

Becommsnded Increasa

pay from
1 April 1989 %
£

{/HH‘I
78,680 )
e

(39,340 )
17,635

11,600

P ey

net income )

Doctors 28,800

Dantists 24,920

(31,105 )
36,915

M
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Nurses"'" Heview Body report

Typical increases

Present Recommended Increasea
pay pay from
1 April 19849 &
= £

Regional Nursing
Officer, maximum ; kLT T

Director of Hursing
Services, maximum
highest grade 25,300

Grade G [(middle
Siater grade
maximum) 14,860

Grade D (basic
Staff nurse grade) 9,815

Grade A (ungualified
nurse | maximom b, 7d5

Student nurse,
first year 5,150




Head of the Civil Service

Permanent Secretary ]

Admiral

General

Air Chief Marshal

Under Secretary on
normally attainable
maximum,

- without London

Allowance

= With London
Allowance

2 star officer

Lord Chief Justice

High Court Judges

Circuit Judges

TSRB Report
Typlical increase

Present Recommended
pay pay from
1 April 1989
£ £

85,250 89,500

39,000 40,900

39,000 42,900
19,000 43,100
B5,250 83,500
68,500 72,000

45,800 48,100

ncreasga

%

5.0
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Savings from various stagings

£m

Cost of Coat af
implementing {1} (1)

in full Implementing Paying 4%
from 1 April in full from from 1 April
1 August and balapnce
from
1l Cctober
201
Z39
335
33

3

(1]

These options assume full reimbursement of practice expenses For
family practitioners from 1 April.




THE LORL CHANCELLOR'S SALARY ORDER

Lord Chancellor's sAlary

Phe Lord Chancellor's salary is =et by an Opder in Council wunder the
Minigterial and Other Salaries Act 1975, Thig is subject to afflirmative
resolution in both Houses. In 1983, the Top Salaries Review Body¥ Report on
Ministerial and Parliamentary Salaries (No 20} recommended that the Lord
Chancellor should enjoy a salary lead over the Lord Chiel Justice, to
recognige his pre-eminent peositionm in the Judiciary aa well as hia rolsa as
Minister and Speaker of the House of Lords. Ministers accepted this and it
was decided Ehat tne differential should be maintained at £2,000.

E;sadvantagcs

Tha Order has been taken as an oppertunity to debate the Government 'a
decigions on Heview Body proposals when they have been politically
sontentious . It has seemed inappropriate for the Lord Chancellor a8 Che
head af the judiciary to become the focus of political comment.

The Order cannot be backdated. This means Chat there 48 often & dalay
hetween an increase in the Lord Chief Justice's s&alary and &n increags 1n
the Lerd Chancellor's own Salary, as the latter does nol fake effect until
tne date on which The Queen makes the Uprder at the earliest. { The
1ikelibocd ofF delay occurring will be jeggened by the new TSAE timetable
which will permit increases to be announeed well in advance of 18t April
when they are likely to come inko pa¥ment, bt the potential will =till

remain) .,

Tha delay hae implications for Ehe Lard Chancellor's pension which 18
determined by reference to the salary in payment on the day he leaves
office. Should ha die or retire before the Order Takes effect, the value ol
hie pension will be reduced. There are alsn implications for the pensiong
of Fformer Lord Chancellors, which are eurrently =ubject to the rule
restricting the wvalue of their pensions to LChat for which the Lord
Chancellar of the day would be eligible werc he te leave office. However,
changes propoged under the forthcoming Parliamentary Pensiong and Severance

Pay Bill will remove this restriction.

Optiong for change

Primary legislation will be pequired to amend the Order making power in
Spetion 1 (4) of the Ministerial and Cther Salaries Act 1975 preferably so
that the galary may be deftermined adminigtratively and by reference to that
sf the Lord Chiel Justice. It ia for consideration whethar gpecilfic mention
should be made of the £2,000 differential. It might be preferable gimply to
taka power to get and wery the Iead DY affirmative order, in case the
Government wishes to change this in the [uture.
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Draft Written Answer

Tha 198% reports of the Review Bodies on the pay of Nursing Staff,
Midwives and Health Visitors, and Professions Allied to Medicine, the
Doctors and Dentists, and the Armed Forces, and of the Top Salaries
Review Body, have been published today. Copies are now available in
the Vote Dffice. The Government are grateful to membars of the review
bodies for these reports and the time and care which thay have puat
inte their preparation. -

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

Review Body reports Pay bill Range of UK
increase, increase, Public
Expenditura
Cost
(1)

par cent. per cent. € Million
Armed Forces 6.8 -8 272

Doctors and dentists 8.8 8-14.1 312

Professions allied
to medicine 7.6=T7.8 43

Nurses, midwives and (2)
health visitors . 6.7=6.9

(3)
Top salaries 6.5 4.9-10.% 6

{1) The figqures for public expenditura cost differ Erom these in the
raviaw bodies' reports. Their fiqures do not include some costs
which count as public expenditure, Thae figqure for doctors and
dentists includes payments for GPs' expenses, not counted as pay.
The figure for nursea includes £5m for the flexible pay experiment
and an estimated £3 million for a new grading structure for
educational grades; which the Review Body has not yet costed.

Three Chief Area Nurses grade 4 in Scotland will get increases of
10=13.6%.

This figure does not allow for the recommendation to inerease from
25% to 315% the qguota of civil servants in Grades 2 and 3 =ligible
for discretionary increments. It also excludes restructuring for
13 Immigration Adjudicators who receive increases of 27.1%, and
for the Chief Immigration Adjudicator and the Vice-Presidents of
the Immigration Appeal Tribunal, who get 23.3%.
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. The Government have decided to accept in full the Review bodies'
recommendations on armed forces, on professions allied to medicine,
and on nurses, midwive=s and health visitors. The Government have also
decided to accept the recommendations of the review body on doctors
and dentists, except for those for increases, in addition to the
genaral increase, at the top of the consultants' scale and in the
number and size of consultants' distinction awards. The review body
recommended those increases to improve the long tarm carser structure
for hospital doctors and in the Govermment's view this improvement
will be secured by the propesal in the White Paper, "Working [or
Patients", to create 100 additicnal, permanent consultant posts over
the next three years (Command 555, paragraph 5.20). [NB. This assumes
that all the extra benefits for consultants are rejected. Some
amendment would be needed if one of them, such as the increassa in the

number of distinction awards were to be accepted].

The Government have decided to accept the recommendations of the
Top Salaries Review Body subject to [sentence on two-star officers to
be added].

The full cost of the awards by the Armed Forces Pay Review Body
and Top Salaries Review Body groups will be met from within existing
public expenditure programme totals for this year. In the case of the
health services however the Government recognise that the full costs
could not be accommodated without adversely affacting services to
patients. The Government have therefore decided to provide an extra
gl Jm for health authority cash limits from the reserve for next
year. Of the remaining cost, £][ Jm iz already fully covered within
the allocations made for this year, leaving a balance of £[ Jm to be
coverad from cost improvements. The Government have similarly decided
to provide an additional £62m to the Family Practitioner Services from
the reserve for this year. Together with the increases in allocation
already announced, the increase in provision for the National Health
Service in 1989-90 over 1988-89 will therefora be £] Im.

The pay rates and scales resulting from the decisions will be
premulgated as scon as possible for all the groups concernad,
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10 DOWNING STREET

: X LONDON SWIAZAA
Froen tive Private Secretary

8 February 1989

—

Yoo bes

This is just to confirm that the Meeting of Ministers to
consider the reports of the Pay Review Bodies and teachers'
pay will be neld here at 0930 on Tuesday 14 February.

I am copying this letter to Sue Ambler-Edwards (Ministry
of Dafence), Viola Panton (Department of Employment), Flora
Goldhill (Department of Health), Dawn Gibson (Lord President's
Office), Antonia Tatham (OEfice of Arts and Libraries), Sandra
Craig (Department of Education and Science), Len Wright
(Scottish Office), Jenny Murphy (Noerthern Iraland Office),
Mark Powell (Welsh Office) and to Trevor Woelley (Cabinet

JEfice].
;“1 iy
._é'“"'-'--'-ﬂ'-ﬂ- =8

(D.C.B. MORRIS)

Mrs. Julie Thorpe,
HM Treasury.

CONFIDENTIAL
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10 DOWNING STREET
LONDON SWIA 284
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1389 REVIEW BODY REPORTS

We spoke about the meeting scheduled
for mext Tuesday, which your Secretary of
State will be attending. I can confirm that
it is intended to circulate papers this Friday
covering the position both on Review Bodies
and Teachers' Pay. Meantime, you may find
it helpful to have the enclosed copies of
the three Review Body reports covering the
Health Eerviee. I should be grateful if
vou could ensure that these documents are,
for the time being, kept within your Private
Dffice; with a list kept of people having
access to them.

PADL GRAY

David Crawley, Esg.,
Scottish Office

SECRET AND PERSONAL
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1O DOWNING STREET

LOMDON SWIA TAA
Froum Hee Primate Secretary

SIR ROBIN BUTLER

REVIEW BODY REPORTS

The Prime Minister held a meeting this morning with the
Chancallor, Chief Secratary, yourself and Richard Wilson to
discuss the draft Cabinet Office paper on this year's Review
Body reports. Following a brief discussion it was agreed that
the paper should reflect the following proposals:-—

The DDREB recommendation of an extra 1,000 on the top
of the consultants' scale and thes other extra
increases recommended for consultants, should not be
agraed (option € in paragraph 14 of the draftl. But
there should be no other abatements or staging of the
Review Body's recommendations.

The funding arrangements for the HCHE costs should
involwe the Health Authorities being asked to fund
£40m. in England of the Review Body costs. The
agquivalent UE figure was likely to be some E30m
{pacagraph leliii)).

The TSREB recommendation to link the salary of two-star
officers to the first performance point of Grade 3
civil servants should be rejected. The present link
between salary of the two-star officer and the top of
Ehe Grade 3 scale should be mainktalined (paragraph

i gy 48

The possibility of legislating in next session's Bill
on Parliamentary Pensions to remove the reguirement
for an - Affirmative Besplubtlion procedure on the Lord
Chancelleor's salary should be Eurther studied
{paragraph 21}.

It would be helpful if the Cabinet Cffice paper could now be
redrafted to reflect these points. It was further agreed at
this morning's meeting that the paper should be tabled at a
meesting of Ministers on Tuesday 14 February., which would also
consider the report of the Interim Advisory Committees on
Teachers' Pay. The plan would then be for the reports of the
Review Bodies and of the IAC on teachars' pay to be published,
and decislions on them announced, by Written Answer to an
arranged Parliamentary Question on Thursday 16 February,
following discussion at Cabinet that morning.

I am copying this minute to Alex Allan (HM Treasury).
A

Paul Gray

1L February 1989

SECRET AND PERSONAT.
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The five Review Bodies have now reported. r recommssdatiogs
are as follows: ﬁiiﬁ.

WLf
Review Body Avarage Range of UK pablic
increase increase expenditure
® ¥ Cost (1)
£m

Armed Forces (AFPRE] 6.8 - 2712

Doctorse & dentists
{ DORB )

Clinical academics
(consequence of DDRB}) 10.8 B-13.6

Profesgione allied to (3}
medicine (PAM) a T7.6-7.8

Nursss & midwives [3)
[HRRE) 6.8 B.7-6.9

Top salaries (TERE) EHETEiD {f%—10.}
\
N

T

Examplea of the increases within each main group are given in the

ANNSXNSES.

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

count as public expenditure.

(2) Includes £3%m for practice expenses of family practitioners.
—=, —

(3) Thesa mainly repreasent across the board increases of 7.7% and
6.75%. = —= =g

(4) Includes ESm recommended for flexible pay experiment, and €3m for
- —— —— — -
new grading structure for educational grades - see paragraph 3.

e

TSRB Report
2. The TSRB raecommendations break down as follows:
=—
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i. & basic 5% increase for all groups;
pp—

for the judiciary, som2 minor restructoring which would bring
—r————— e mncnen

the pay bill increase to 5.3%;

for senior officers in the armed forces, 2-star officers would
be linked to the Grade 3 first performance point rather than

the top of the Grade 3 Scale; as at presant. The pay bill
inoreage for 2 star officers would be 10.4% and the' average
increagse for senior officerse as a whole would be 8.5%.

for the ecivil service, structural changes to relate pay more
clogely to performance would be deferred Dbut the guota of
staff eligible for discretionary incraments would rise from
25% to 135%. It is unlikely that the whole of the proposed
increase in the guota would be taken up in the first year, but

if it were, the additional cost in 1989-90 would be about
£75,000, and about £150,000 in a full year, which is about 1/2%
of the pay bill for Grades 2 and 3. Otherwise, the only
exception to the 5% basic increase would be the restoration of
a London allowance for Grade 3=, at £2,000, a possibility to
which the Government drew the TSER's attention. The increase
for Grade 35LFGE1§ be 9.5% and the average increase for the
whole group would be B.2%&.

Burses report
3. The Government put to the Nurses Review Body a proposal for a

limited experiment in local pay flexibility. The Review Body have

endorsad this proposal and have recommended that a sum not exceeding

€5 million should be mads available to finance it. Also the Review

"Body will be asked within the next few months to price a new grading

structure for nurse educational grades which is properly part of this
year's settlement. The Health Departments' estimate of the additional

cost of assimilating staff to this structure iz £3 million. Decisions
__-_-_'-

are reguired on the funding of these two items.




dentists in the NHS, with the following additions:
—————

an increase of £1,000 in the top of the consultants' scale. A

consultant at the top of the scale would as a result get an
lncrease of 10.8%, without allowing for merit awards. This
recommendation would add £17m te the overall DDRE pay bill
made up partly of direct salary costs (£141/2m) and partly of

S —

resulting increases in the lewel of all distinction awards,

which are related ko thea Ecnqu'lranf ma X imam.

. =

e —

an incresase in the A+ distinction award from 95% to 100% of
the consultant scale maximam. Consultants enjoying this award
as wiell as the Iincorease at the top of the =cale would get
13.6%;

iii a small increase in the nomber of the higher distinction and
meritorious service awardas. This and the previous recommend-
ation (at 4ii) would together add £2m to the pay bill;

———
An additional point at the top of the Senior House Officer

Scale, recommended by both sides, and costing £0.8m.
—

A reduction in the number of working hours at which junior
e B
hospital doctors gualifvy for increased on-call allowances.
: - - - . —— = — —l—_—-———--—
Since this is designed to encourage authorities to reduce the

hours worked, it is recommended that it ba treated as a

cost item.

price movements elsewhere

Review Bodies' recommendations compare with:

a8 year-gn-year increase 1ln underlving average earnings for the
whole economy of 8.75% in December:

an average level of settlements for the whole economy since

the start of the pay round (covering 30% of employeesa) of
6.25%. In the private sector the figure is 6.5%;
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iii a vyear-on-year increase in the RPI of 6.8% in Decamber.

6. In the case of the TSRE report Ministers may also wish to take
account of the likely developmentzs 1in pay this year for the rest of
the Civil Service. Around 30 per cent of the non-indastrial Civil
Service is already covered by flexible pay deals (IPCS, IRSF grades
5-7) and negotiations are coming to an end with the NUCPS and CPSA on
similar arrangements for most of the remainder. There is likely to be

gome variatien in the level af settlements between different groups,
with almost all being staged 1n Some WwWay as a result of the
introduction of the new pay agreements. A common feature for most
gtaff will be an increase on 1 April of arcund 4% But all will Dbe

—

followed by further significant payments later in the year. London

payments are also generally being increased.

—p

Financing
7. There should be no diffienlty in financing the TSRE increases

within existing provision.

. The Ministry of Defence have confirmed that the AFPRB award can be

afforded within the provision made in the Estimates for 1989-30.
—

9. The biggest reguirement for financing arises on the NHS groups.

The total cost of the recommendation in excess of existing provisien

is about £ 265m. This ocan be broken down in two ways:

—
—

£203m on the cash-limited Hospital and Community Health
Services and £62m on the PFamily Practitioner Services which

—-——.‘l—_'-'-l—-!
are not cash limited;

€212m in England, £€29m in Scotland, €15m in Wales and £€9m in

e —

Morthern Ireland.

-

10. The pay of clinical academics is kept in line with that of DDRB
groups, but falls on the Department of Bducation and Science. The
cost in excess of provision would be £4m.

——— e o
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The opbtions
11. One option is of course acceptance of the awards in

or staging of the awards themselves, and on financing the cost in

—— —

—

excess of prE:-'l.""_Eir:un F
— ey

Abatemant or staging
12. One option is to abate the recommendations. TSRB apart it has

bean done only once (for DDRB), and the abatement was then restored
———
two years later, It iz traditionally regarded as the least acceptable

method, nat1mnly to the professions but to the Review Bodies them-
selves, who in recent years have set considerable store by the fact
that each year's recommendations have been in full payment by the date
of the following report. This year however, there are special

considerations in respect of the extra payment to consultants recom-

mended by DDRB, which do not apply to the other reports. And these

argaments do not, for any of the awards, rule out staging, the usual

method of reducing the cost of Review Body awards in the Ffirst year.

13. Annex E shows the savings from two options for staging all the

awards:
_o—-—'_'_-"'\-\._

i. deferment until 1 Auvgust of all paymentz except the reimburse-

= e - i x
ment of practice expenses for family practitioners which are a

contractual commitment; and

payment from 1 April of 4% plus expenses as above, and the

o : =

balance from 1 Qctober.

The first option would bring the cost in 1989-90 of the NHS awards

n . 2 —— - |
approximately within the overall 5 per cent existing provision (and

fully within for the Hospital and Community Health Services). The

gecond option would alse bring the 1989-30 cost closer to provision

for the NHS and would mean the TSRB grades received a 4% payment in
April 1989 similar to that likely to be received by the bulk of the
turn out as expected.

givil service 1if current negotiations
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14. Ministers may wish to give special attention this year to the
poagibility of scaling down the DDRB awards. In addition to the
general optlons in Annex E for deferment or staging, which could be
applied selectively if desired; a range of options for abatement of
the DDRB recommendations is set out below. All assume full payment of
s

family practitioners' expenses.

1

A. Awarding doctors and dentists no more than nurses. The objective

of this option would be to eut the inerease in the DDRB pay bill from
B.8% to B.75%, the level of the acrogs-the-board rise recommended for
nurses. This would save £70m. The option divides into two according

——

to how this cut wounld be achieved:

Dption Al. The cut would fall egually on everybody. All
recommended increases would be cut by 2.05%.

Option A2. The extra payments f£for consultants' (para 4,

1-111) would first be rejected. This would save £19m of the

—_——

pay bill, or £17m if only the £1,000 increase at the top of

the scale - para 41 - were redjected. The reduction of 1.5% in
the pay bill still needed would then be achieved by a cut of
this amount falling egually on all DDRB groups.

S e = AT

i gy,

B. Containing the additional £1,000 at the top of the consultants'
scale within an overall 8% settlement. In costing this option, we

have assumed that the increases for all DDRE groups would ba cut
equally by 0.8% to bring the rise in the DDRB paybill down from 8.8%
to Bk. This would save £25m.

C. Not agreeing the proposed £1,000 on the top of the consultants'
scale. We have assumed that both the £7,000 increase and the other
extra increases for consultants would be rejected, but that no other
change would be made. This would save £19m. If only EHE-E1,DHD

S —

— - - —erE
increase wWere rejected,; and not the other benefits for consultants,
the saving would be £17m. -

—
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The options as defined produce the following results:

Coat Average Range of
£m increase for increases for
DDRB groups Consultants
%

DORE B=13.6
recommendations : =

i s

option Al ¥ 5+95—!.L.5/'
Option AZ ! . 3 ﬂ‘:’._.\']" }

Option B A T:2=12.8

Option C . : (EED

Options Al and B would retain the relatively much more Eavourable
=L
treatment for consultants than for other DDRB groups. Retaining this

favourable treatment would also involve bigger cuts for other DDRB
groups than would have been necessary without it in order m;eue
any target level of reduction for DDRE as a whole. Ministers may
therefore want to concentrate on Option A2 and C. The choice between

them will depend on the target level of savings; and on the weight to

be attached to the fact that with A2, unlike C, groups other than

consultants suffer an abatement.

15. It will be important to consider the rationale for the abatement
option. Only Options A1 and A2 could be dEEEHEEE‘bn affordability
grounds, and even they would save only €70m out of a total cost for
all NHS groups of £775m. The other options would have to be defended

on the grounds of disagreement with the DDRE recommendations. The
rationale for rejection of the extra increase in the number of

T — e —
consultants would be that the White Paper on the NHS proposes an
—r——TT——T T
increase in the number of consultants,; ‘and that in the view of the

Govarnmant this would provide a better incentive to docteors to opt for

- — —= —_— .
a haspital career than the Review Body recommendations. =

pE— —_—

Financial options

16. The awards for NHS groups would, unless there is abatement or
staging on a suEficlm, involve a cost in excess of current
provision. This cost would be £265m, of which £203m is on Hespitals
and Community Eealth Services (HCHS). The Family Practitioner Service

cost falls on the Reserve. The DDRB options discusaed in paragraph 14
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would reduce the excess cost to the HCHS by between £17m and E70m.

The HCHS cost could be met ei:hef ffam within Health Authoritiess

existing allocation or from the Reserve. We have examined the
Eollowing options:

The HCHS cost could be met folly from within Health Author-
- iy
ities existing allocations, but that would reduce the announc-

ed provision for pétieﬁ}f care and harm the climate for the

health review changes.

The HCHS cost could be met fully from the Reserve. This would
be helpful in secuoring cooperation on the health review

———

changes, but arguahly it would give the wrong signal to the

AT I ——
Review Bodies, removing the pressure on them to moderate their

recommendations in later years.

The health avnthorities conld be asked to meet part of the cost

e
from cash savings in their cost improvemant programmes, wWith

the balance Ec_i_r_ag_i’qu_n@_ from the Reserve. In England cash

savings of E150m are planned. In past years up to half of the

cost improvement programmes have been used for Whitley or

—

Review Body pay. In the 1988 survey £65m of the savings in
1989/90 was set aaside for Whitley CGroups' pay; of that, the A

']

& C restructuring will account for £31m. The Treasury argue
that if otherwise the Whitley Groups get little owver 5% theres

will be some money spare; and that account should be taken of
the fact that 1988 Whitley pay cost £40m less than the half of
the eeost improvement programme. They suggest that health

authorities could be asked to use two- thirds of the cost

improvement programma (£100m in England) for pays; allowing
between €40m and £70m of the review body costs to be met from
that source. The egquivalent UK figures would be £50m to £85m,

leaving £180m to £215m to be met from the Reserve (including
the FPS costs); or less if there is abatement or staging. The
Health Departments do not expect there to be spare money from

Whitley settlements and 4o not accept that lower 13988 settle-

ments could be prayed in aid. They also argus that diverting

two=thirds of the cost improvement programme to pay would have
most of the adverse conseguences of option (1i).

e —
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Link between 2-star officers and Grade 3 civil servants

17. One recommendation by the TSREB ralses particular difficulty. This
is the recommendation that weuld link the salary of 2-star officers to
the first performance point of Grade 3 civil servants rather than to

the top of the Grade 3 scale, as a present. There are nhjecffgns in

prinULElu to relatiﬁﬁr a4 standard scalhﬁftn a perfuggence

particularly as many senlor officers work alongside civil

similar jobs. On the other hand, abating the recommended salary to
bring it down to the top of the Standard Grade 3 scale would reduce
the existing differential between 2-star and T-gstar ocfficers (brigad-

iera). Options include:

rejecting the rzcommendation, and keeping the present link

between the salary of the 2 star-officer and the top of the
—

W ¢ —

Grade 3 soala:
ey

accapting the racommendation in full;

accepting the figure recommended by the TSRE for the 2 star
officer, while making 1t clear that the Government does not
agree that linkage with performance related salaries in the
Civil Bervice is appreopriate. It is not clear however what

alternative rationale could be supplied for the figure and in
s ——————

the Treasury's view if some link between 2- ELal_fohEErs and

Grade 3 civil servants were not ILLdlﬂEd. the pay of the

former might d*aw Eurt1LI ahead in Euturp and cease to ba a

restraint on thL HIPHE 5 EELummFﬂﬂatLuns for the ranks below.
The ﬁ:hlatry of Defence however point out that in evidence to
the TSRE the Government Iinvited them to reach a balanced
judgement between maintaining the link and providing an
adequate differential; the Ministry's wview is that priority

should be given to the differential.

Teachers' pay

18. The Interim Advisory Committee on teachers' pay are due to report
in February on the increase to take effect on 1 April. The Secretary
of State for Education and Science hasz instrpcted them to keep the
cogt of their recommendations within £385m in 1989-90, equivalent to
an increase on the pay bill of about Egj:akn last wear's report they
included some recommendations going beyond the remit they had been
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given. It is possible that they may do so again.

Pensions

19. In accordance with current practice, pensions should follow salary
rates in EEEE?“E and not any neotional salaries. If the Govermment
decidas to dJdefer or stage any review body awards, members of the
review body group in question wha retired during the pariod affected
would suffer a permanent loss of pension. In the cagse of the Armegd
Forcaes Pension Scheme, deferment or staging may in some casss increase
thae likelihood that the pensions of persons who retire in the period
affected will be overtaken by those of persons who retired in the
previous year.

Timetable and next steps
20. Ministers have decided that the Review Body reports and the IAC

recommendations on teachers' pay will be considered and announced
togather. The IAC aim te report by or before the woekend of 10-12
February. This points to a final decision in Cabinet on 1& February
and, if Cabinet agree;, an announcement of the Government's decision
Iater that day. Government decisions on Review Bodies' awards hawve
genarally been announced by way of written reply. We recommend that

the same arrangement he adopted this time.

21. There is no Parliamentary process, except that an order is
—_—

necessary to malintalin the qﬁifferéntia'l. between the Lord Chancellor's

galary and the Loxrd Chief Jﬁatice's. in accordance with declared

Government poalioy. This requires an Affirmative Resolution in both

Housas and has in the past created the opportunity for debate on the
whole TSRE report. Last year it was suggested in Cabinet that 1t
would be desirable 1f possible to remove: this reguirement. A change
would reguire legislation. Mext GSession's Bill on Parliamentary
pensions might provide a suitable cpportunity. This possibility could
be further studied if Ministers wished.

Conclusion
22. Ministers are invited to decide:
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Whether there should be any abatement or staging of the awards
across the board or individually, possibly by means of the
e —

ﬂpf?aﬁé described in paragraph 13 ‘and Annex E.

Whether there should be any abatement of the DDRE award and
whether it should take the form of one of the options in
_ Ll ol 5 4
paragraph 14.
——

How the cost of awards for NHS groups in excess of provision

should be met, possibly by one of the options describad in
—— e ———y

paragraph 16.

Whether the TSRBR's recommendations on linking 2-star officers
to the first performance point of Grade 3 civil servants

should be accepted,

Whether to publish all the Review Bodies reports, and the

report of the IAC on teachers' pay, and announce decisions by
way of Written Answer to an arranged Parliamentary Question on
L6 February.

Whether the possibility should be further studied of legis-
lating in next Session's Bill on Parliamentary pensions to
remove the reguirement for an Affirmative Resolution procedure

on the Lord Chancellor's salary.
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AFPRB Report
Typical increases

Pregaent Racommandad Increass
pay pay, from
1 April 1oa%
[ £

Brigadiar 36,555 18,748

Lisut Colonal
on maximum 29,247 30,9899

Captain
on maximam 17,4718 18,812

Staff Bergeant;
Band 4 11,830 12,585

Corporal I,
Band 2 11, 135 11,994

Private IV,
Band 1 L H 6,063

The same rates apply to eguivalent ranks in the other Bervices.

The figures for Staff Sergeants, Corporals and Privates all for

man committed to 6 yearas' but 1less than 9 years' service.




Hospital staff
Consultant,
A 4+ distinction
award

Consultant on
maXimum, no
distinction award

Regigtrar, on
M 3 1 mum

House OFficer,
on ma=ximum

SECRET

DDRE_Report
Typical increases

Present Becommended
pay pay from
1 -Bpxril 19893
e g

78,680

35,500 39,340

16,330 17,635

10,740 11,600

General practitioners (average net income)

Docktors

Dentists

31,105

28,800

24,920 26,915

SECRET

Increase

]




Regional Nursing
Officer, maximum

Diractor of Nursing
Services, maximum
highest grade

Grade G (micddle
Sister grade
TELaL 3 LTI )

Grade D (basic
Staff nurse grade)

Grade B
Nurse |

\angualified
maximum

Student nurse,
first vear

SECRET

Hurses' Review Body report

Tvpical increases

Reocommended
pay from
1 April 198~
£

Prezant
pay

315,335

[nersase

%




TSEE Report

Typical increase

Present Recommended Incraase
pay pay from
| Aapril l9ad %
E| £
Head of the Civil Service = B9, 500
Permanant Secretary ]
Admiral
Ganeral
Air Chief Marshal
Under Secratary on
normally attainable
maximum,
without London
Weighting - 40,900

with London
walghting 39,000 42,900

< atar officer . 43,100
Lord Chief Justice - g%,500
High Court Judges ' 72,000

Circuit Judges o 48,1040
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Savings from various stagings

Em

Cost of Cost of
implementing (1) 713

in fall Implementing Paying 4%
Erom 71 April in full from from 1 April
1 August and  balance
from
1 October
201
239
335
a3

5

These options assume full reimbursement of practice expenses for
family practitionars from 1 April.
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PRIME MINISTER

REVIEW BODY REPORTS

Following your bilateral wlith the Chancellor tomorrow you will
be joined by the Chief Becretary,; Robin Butler and Richard
Wilson to discuss the handling of this year's Review Body

Reports.

You saw over the weekend the draft Cablinst Office paper

(flag &) and my covering minote below setting out the key

issues,

Two further points on the handling:

——_._-_

It will not be possibla for the Lord Chancellor to come
to the meeting of the larger group of colleagues on

14 February = he is abroad for several days. We are

arrariging for the Lord Chancellor to Eced 1in written
i L N a2

commants on any points that concern him Ln advance of

Ehat mesting.

¥You may remember that last year Malecolm Rifkind Pﬂtﬁﬁtﬂd

at Cabinet that the territorial Ministers had not been

involved in early discussions of the Review Body Reports.

To avold repetition of that, we are inviting all three

territorial Ministers to the 14 February meesting.

e

—

Prec

PRAOL GRAY

31 January 1989

ELIDHK
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FRIME MINISTER
REVIEW BODY REPORTS

You are having a meeting next Wednesday with the Chancellor,
Chief Secretary and Robin Butler to go through the first draft

e

of the paper on this year's Hgvgﬁgngpdv Beporkts.  We are

scheduling a mesting with a wider group of colleagues for

Tuesday 14 February; pricr to a planned annpuncement — also

inuurpﬁ%éﬁinq teachers pay - on Thursday 16 February.

I anclose at Flag A the draft of the Cabinet OCffice paper. It
ghoald be r@ﬁﬁ}ﬁéﬁ*as work in progress, with the figuree all
gtill to be checked. But I think 1t provides a baslis for a
reasonable discussion at next weak's small mesating.

The key i1szues to address are:

- what option to adopt for consultants. You have alresady

put Fen Clarks on notice to what yvou have in mind. You will

want to consider with Treasury Ministers whether to confirm

that position; ==

-

= whether any of the other awards should be abated or

staged. A tricky issue is how T handle the recommendation

- on two—star officers;

| et
Foa: Thn
o]
Sl L 'iﬁ-’

—

= how much extra provision from the Reserve to provide to

e, s e it
fund the Nﬁﬁ awards (all the other awards can be funded from

i g | — g ]
exlsting public sxpenditure provision).

ur: -ﬁ{ﬂiﬁﬂf

[t ==t
{&nﬁ
i'h

¥You have already had a guick glance at some of the Review Body
Reports themselves. But I am enclosing them in the package
again in case you want a further look over the weekend. Thay

ara:

Flag B Armed Forces
Flag C Doctors and Denktists
Flag D Nurses

SECRET




Flag E Professiong Allied to Madicine

Flag F TERB

[PADL GRAY)
27 January 1989
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From: =R T J Wilson
27 Janupary 19895

¢ 5ir Rabin Butler
Mr Monger

REVIEW BODY REPORTE 1989

T As promised I attach a draft of the paper for Ministers on

this year's Review Body Reports, which the Prime Minister may wish

to see before her discussion with the Chancellor on Wednesday. I

am passing a copy to the Chancellor's office separately.

25 The paper has been agreed with Departments. It is however
still very much a draft. In partieular, the figures all nead to
be checked. There are also two rather tangled passages reflecting
Departmental differences which I think we should try to simplify:
the passages on funding the excess cost of the award to NHS groups

in paragraph 16(iii), and on two-star officers in paragraph 17.

B T J WILECH




10 DOWNING STREET
LONDON SWIA 244

From the Principal Private Secrelary

SIE ROBIN BUTLER

LORD PLOWDEN

The Prime Minister has seen your minute to me of 25 January.
She would be happyv to hold a lunch to mark Lord Plowden's work
as Chairman of the TSRE and also his long involvement with the
public service. T will now set about looking for a date (it
may be difficult to arrange this very close to the appearance
of his final TSRB report but I do not think that i=s
esgential). Could you now provide suggestions for the guest

list.

Andrew Turnbull

&7 January 19895
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Lord Plowdan \/\ .I'I‘)‘l rg

With the submission of the Top Salaries Review Body [TSRE)

Ref. AQS9/216

ME TIRMBULL

Report to the Prime Minister in the course of the next waek or

g0, Lord Plowden's work as Chairman of the TBERB effectively

comes to a ¢loge, It will also mark the end of fifty vears of

- - a = . : e
public service — commencing when Lord Plowden joined the

Ministry of Econcmic Warfare in 1339, and including a wide

varlerty ol roles as civil servant, Chairman of the Atomic Energy
Authority, and Chairman of a range of public bodies and
committees of inguiry.

v I8 I think that it would be appropriate for the Prime Minister
to distinguish Lord Plowden's retirement with a lunch at Number
10. This might be at any convenient time in the couple oL ==

——
months after the announcement of the Government's response to

the TSRE recommendations. [£ she were agreeable: to this

propogal, I should be happy to suggest a guest list,

—

ice.am

ROBIN BUTLER

25 January 1989

FRBARXY
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OFFICH OF MANPOWER ECONOMICS

17 KINGEWAY
LONDON WOIRBTY

Telephone 0]-405 5944 _,»;_'I,-"'I_r

!

The Bt Han Margaret Thatcher MP
10 I:I-l::-'.-.l.—u:l..-:g Etreat
LOMDON SR1

/

R

25 January 1985

. ’ ¥ i i
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AEVIEW BODY 0N TOF SALARIES

I enclose the Review Body's Twelfth Heport, which containe ocur recommendations
on the levels of salaries we consider appropriate at 1 April 1989 for members
f the groups within our remit.

CHATHMAHN
REVIEW BODY O TOP SALARIES




PRIME MINISTER

PAY REVIEW BODIES

Sesaacsos

You had a guick glance lazt weekend at

' and Dentists' Report. This

the Doctors
weaek we have had in the Beports on Armed
Forces, Nurses and Professions Allied to
Medicine. These are certainly not reguired
reading,; but I am attaching them in case you

wanted to glance at them over the weskend.

FPaul EFEI
20 January 1980
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10 DOWNING STREET

LONDON SWIA 284
Lromr the Privale Secrefary

S8IR ROEIN BUTLER

1989 PAY REVIEW BODIES : REPORT
Thank you for your minute of 13 January.

Az you know, the Prime Minister had a further discussion
with the Chancellor of the Exchequer and Secretary of State
for Health about the handling of the Doctors and Dentists
Review Body report earlier this week, at which Mr. Wilson
was present. It was confirmed that planning should now be
kased on an announcement on 16 February, which should
emorace d4ll the Review Body Reports and the Chilver Report
an Teachers Pay.

I have discussed with the Prime Minister the handling of the
discussions prior to the announcement, and she wishes to
hold a combined meeting covering the Review Bodies and
Teachers Pay, to which the Secretary of State for Education
and Science is invited. We are putting in hand arrangements
to convens that meeting, probably on Tuesday 14 February.

That mesting will be praceded by a discussion betw=en the
Frime Minister, Chancellor and Chief Secratary, which we
will seek to arrange in the week baginning 30 January., It
would be helpful if a draft of the detailed Cabinet Office
paper could be available by next Friday, 27 January.

feec

[PAOL GRAY)
20 January 1989
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PRIME MINISTER

HANDLING OF PAY REVIEW BODY REPORTS AND TEACHERS' PAY

———

You have now firmly agreed with the Chancellor and Mr. Clarke

that the target for publication of the Pay Review Body Reports

should be Thursday 16 FPebruary; and that the handling of the
. i

Chilver Report on Teachers' Pay should be tied into the same

timetable,

You will probably want to discuss the position with the

Chancellor (and the Chisef Secretary) again once the detailed
U =i £ I %

Cabinet O0ffice analysis of the Review Body Report is

available, But I imagine you will not want to have a formal
s : Fg .
discussion of the Report with other colleagues until the week

beginning 13 February.

One organisational point is whether you would prefer to have

separate meetings on the Review Bodies and on teachers' pay;
—

or have a single meeting, to which Mr. Baker would be invited,

M = TR
covering all the 13sues.

Content for a single mesting?

—— ]
Cr

Do you want us to 88t up separate meetings of E(EP) for

teachers' pay and an ad hoc meeting (excluding Mr. Baker) for
1 1 -

the Review Bodieg? hfj_

'?{’_u;_ r*-»(

PAUL GRAY

18 January 1989
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1989 Pay Review Bodies: Report

Thank you for your minute 11 January, about the brief

discussion which the Prime Minister had had with tEhe Chancellor
e
of the Exchequer on this subject. T

=

2. I have this afternoon had a meeting with the Permanent
Secretaries of the Departments concerned and have arranged for
the necessary work to be set in hand. The aim is to prepare a
[irst draft of the paper for Ministers by Tuesday 24 January, S0
that the Prime Minister and the Chancellor may if they wish

. review the position at their weekly meeting the next day. This
/);j\;;. W work will include the nEtiuns far Mth&

~7 Ll recommendations on doctors and dentiats*jaa the Prima Minister

Fadl prapoide dor pin Comadtads”
b Ghkp it s

As to handling, Thers is unanimous agreement (incloding
Department of Health and Department of Bducatlon and Science)
with the Prime Minister's and the Chancellor's preference that
it would be best to delay publication of the Review Body Reports
until the Government is in a position also to announce its
conclusions on the report of the Interim Advisory Committee on
teachers' pay. This points to taking them all in Cabinet on
ThHirsday 16 February, with the announcements following later
that day, rather than on 2 February. (Eorarchilvear'sipresent aim
of reporting by the weekend of 10-12 February should make that
possible but the Department of Education and Science will ha
seeking to persuade Lord Chilver to report as early as possible
in February to make the timetable easier.

SECRET AND FPERSONAL
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4. Thera will need to be the usual meeting of the large
Ministerial group a day or two before 16 February. At presenk
we are planning on the basis that the Prime Minister will wish
to deal with teachers' pay separately, if necessary in a meeting
of E{EP) on or around 14 February. If the Prime Ministar were
sa-minded, an alternative would be to bring Mr Baker into the
large Ministerial meeting and deal with teachers' pay there with
thesreaty Please will you lat me know if the Prime Minister
wants me to continue to plan to handle teacher's pay separately
through E(EP).

fer

ROBIN BUTLER

13 Janpary 1989
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FRIME MINISTER

HANDLING OF PAY REVIEW BODY REPORTS AMD TEACHERS' PAY

You have now firmly agreed with the Chancellor and Mr. Clarke
that the target for publication of the Pay Review Body Reports
should be Thursday 16 February; and that the handling of the
Chilver Report on Teachers' Pay should be tied into the same

timetable.

You will probably want to discuss the position with the
Chancellor (and the Chief Secretary) again ones the detailed
Cabinet Office analysis of the Review Bodv Report is
available. But I imagine you will not want to have & formal
discussion of the Report with other colleagues antil the weak

beginning 13 February.

Cne organisational point is whether you would prafer to have
Separate meetings on the Review Bodies and on teachers' pay;
Or have a single meeting, to which Mr. Baker would be invited,

covering all the issues.

Content for a single masting?

or
Do you want us to set up separate meetings of E(EP) for
teachers' pay and an ad hoc meeting (excluding Mr. Baker) faor
the Review Bodimss?

f{ﬂ: G

PAUL GRAY

18 January 1989

—mrm
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ME. INGHAM

HANDLING OF 1989 PAY REVIEW BODY REFORTS

You mav recall it was decided last vear that the timetable Eor
the Pay Review Bodies should be advanced this vear. The
timetable was set cut by the Chief Secretary in last year's
public expenditure white paper debate (Hansard extract

attached] .

For yvour own information we have now receivad four of the

Review Body Reportsy but the last, Erom the Top Salaries
Raviaew Body, 18 not expected for another ten days or so.

Ministers have not yet taken a fipal decision on when to

publizh and announce the Government's reactions. But, again,
for vour own information, it may be held up until 16 FPabruary
- partlvy in order Eo diztance it Erom Ehe NHS White Paper and

also to try to deal on the same timetabl= with teachers pay.

I imagine it will not be too long before you start getting

enguiries about whether we have received the reports. As and

whan you do, I see advantage in remaining coy as long as
we can. For the time being,; therefore; could we respond on

the lines:

(i) neither confirming nor denying that particular

reports have arcived;

EEd) gayving we anticipate that announcements will be
made within the time frame indicated by the Chief Secratary

last year.

Pece.

L PADOL GRAY )
e January 1989

CONFIDENTIAL




Puhifr E nemditure

YEL IN COUntes Such ns mine five hospitals are about iz
close kargely because of the non-funding of the nirgss'
wager award. Ciiven (he change in circumstances since the
White Paper was ongnzlly drawn up, and as it dppears
that more maney 1% available mow than the Governmen:
believed was avaiiahle thenm, ‘will the Chicf SECTEiAry

menl could abeorh the enlirery of

ur throwing thesr strdbegy ofl

Mr. Major: MY remairks were not OPOmiSHE, 5o much
&= realistic Fhey were a faciyal assertion. and nothing in

hat I said is not clearly and demonstrably fact. I shall
b 1o the bon. Gentleman's gecomd poind in a8 few
poments, if he will he prEtreny

g Mr. lan Gow tEssthournel: If il were true that the
abour party was the party that cared abour the Heglth
vice. and. il ours did not care, how i it that we arne
pending a kigher promormon of tolal public expendityre
i 3 WIgher proportion of GO an the NHE thin did (ke
bour party. which clamms 10 care 5o muck aboii the
5"

Mr. Major: My hon Friend bas made g telhng porme
deed. | would nog adequately be able to explain thar
i i | were & Member of the Cpposition, Perhaps piri
the explanarion— nobady doubts that the Oppasition
lies in competenee and in the fact that with the

ing level of natonal debi we have a far smafler
AWEIEh cost in inderest on that national debt. That
lutely reinforces the policies that my right hon. Friend
Chancellor of the Exchequer has followed in recent

0 ofie of the most crucial gress of the Nationzl Health
“oommunity health services, which
ETeal concern 31 the moment b0 many hon
Pert. and fo miny beyond the Hoee CLITES|
aditure will have imcreased n 1987-88 by around [0
el —well over twice the rate of inflation in ghe
emy generally, and. what is mare. faster than an
ure af rising prices in tke bealth secror specifically. 1
llows far that and glsa for the benefit of the cos.
MNVEINETHL programme,
margn available for seryios develapmen ™
Ve incredsed by mearfy 3 pPer cent., eomfortably
. of even the most POSSIMERNE  estamate  of
THphIC pregiunss. Thersfore, it rapidiv  becomes
Ut that current difficulties faced in the Health Ser e
UL siniply questeons of funding; and funding alone
ot solve those difficul ties

- Barry Jomes | A1y and Deeeside b roge—

. Major: IT the han Gentleman will forgive me. |
AYE WaN i3 few momenis.

Governmeny  hgve recogmised that there g
S0 15Eues to be examinsd We must consider
Ihere s giher ways ol dehvering healih cire
10cl people’s expectations, [ doing so, | offer the
e that we propose 1a PEeserve 1he principle that a
dard of health eure must be available for af
& ol means. That Principle is not at risk in the
I review of ihe mEnagement and funding of

m this country that we have set in hand,
a5 those fundamenial izsies, the Selegy
was particularly concerned in s Feport al Lhe
A0V Maced by heaiih aulhorities, which kave o plan

24 FEBRUARY |88

Public Expendityre

their budpets before the re View body recommendations are
finzlised and before consequent decisions on funding arc
tfl'i:l'ﬂ'n_

| understand and sympathise with thit concern and
with  the dilernma facing  health awhoritics. The
Liovernment have examined the prohlem o =08 whether
there i a wav of “resolving it withou sbdicuting
responsibility Tor the conyral of public expenditure, We are
nol prepared 1o commir ourselves in advanes 1o accepting
review body recommendations unreservedly or to funding
resulting awards in fu) — nor should or would Any
responsible Government. Thase decisions can be made
only when the recommendations have been recetved and
sludied,

However, whit we can and will do is remove this
unesruimty for health autheorities in the fypyre Therefore
we have decided in future years 1o bring forward the
bmerabis for the pevien ody reports g0 they decrtions can
be made on 1hem well belore the begioning of the financia]
¥ear, We hope thar review bodies will be abie ta suhimii
their reports in time for decisions on them by the end of
lanuary or, a1 the latest, by mid-February

Mr. Barry Jopes Frge—

Mr. Terence [, Hippins (Warthing): 1 welcome
enthusiasiicaliy my right bon. Friend's Sltemient, whicl
will make great improvements in the future. However, for
ks Year, can he give any information of the date by which
a decision s likely to be made $0 thal health authorities
e not make premators decigions on the igsies that he
has mentoned”

Mr. Major: | am Erateful 1o my right hon, Eriend fior
115 welcame, EspecuLlly in his ca Pacity as Chairman of the
Treasury and Ciil Service Select Commities. | shall tusn
to the specific point that he mentioned in JUst 4 second

Mr. Anthony Beaumant-Darl, (Birmingham, Saily
Cak): Wil mY¥ nght hon. Friend accept  dhat ke
Slatesmienlike decision will be Widely welcomed. hecajce
one problem facing all heglth authorities iz that of making
their spending decrsions befare pay awards? Becayse ol the
special problems thay fuge them this year, can (he
Lrovernment find their Wiy clear w say that Ehey will Fund,
[or this one year until the new scheme comes in, the pay
award tha: they apree—| repeat that they gpres”

Mr. Major; | am gratelul 0 my hon, Friend for his
welcome, 1 shall gea) with the position this ¥ear i & few
momenis,

Mr. HEH‘I'- Jones L —

Mr. Eric Forth i Mid-Worcestershire): Hefore my righy
hon, Friend leaves thay point, may | ask whether he s
@ware thal some of us fing the implicaton of whar I think
he sad g figi)e disappointing? It 2ppears that we are 1o
contnue indefinitely spstemm o' national
monolithic pay bargaining and rite
hon. Friend coneed thai at beast ag
5 taking place we should look ai decentralizing decision.
making within the Heglith Service. and &1 groater Rexibilivs
I pay-selling in order 1o Fecognise the great variety of
regitnal requirements.  and skl and  specialisg
FeQuIrernenis’?

Mr. Major: | understand what my hog Friend bas in
mind, part of which is being considerad by the review hody
this Year,
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SIR ROBIN BUTLER cc Mr ¥
; Mr Monger

REVIEW BODY REPORTS:

MEETING OF PERMANENT SECRETARIES,
13 JANUARY 1989

The purpose of the meeting is:

to tell Permanent Secretaries about the main recommendations

in the reports:
to discuss timing and procedure:

to set in hand work on the report to Ministers, and in
particular discuss the options to be put teo them.

Recommendations in the report
2. You will want to draw on your talk with Mr Covington. Attached is

a copy of the note he gave you.

Timing and procedure

3. The DDRB report has now arrived. The other reports, except the
TSRB's, should arrive by the end of next week. The TSRB report should
arrive on 27 Janunary, although it may be delayed until the 30th.

4. The timing of the announcement of the Government's decisions on
the Review Body Reports will need to be considered in relation to
first, the NHS White Paper which is to be published on 31 January and
gacond, the IAC report on teachers' pay which at present the IAC do
not expect to produce until mid-Pebruary. There are two broad

alternaktiveg:

announce the decision on the Beview Bodies after Cabinet on 2
February, leaving the decision on the IAC report to be
announced separately in middle or late February;

(SECRET)
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announce the decision on both the Review Bodies and the IAC

recommendations at the same time, on 16 February. This will

mean pressing Lord Chilver to produce his report at the
beginning of February, more quickly than he now plans.

At their talk yesterday the Prime Minister and Chancellor saw
considerable attraction in the second alternative, of 16 Pabruary:
see Mr Gray's minute of 11 January. You may wish to check that there
ig rfio major unforeseen objection to this timing. The main problem
seems likely to be speeding up the Chilver report. You will wisgh to
ask Sir David Hancock to press Lord Chilver to produce his report by

the end of the first week of February at the latest.

5. I understand from Mr Gray that the Prime Minister will want to
involve Mr Clarke from an early stage, The DDRB report seems likely
to give rise to the main issues this year; and the presentation of
the White Paper on 31 January needs to be tied in with the forthcoming
decisions on the Review Bodies. It might be sensible for the Prime
Minister, the Chancellor of the Exchequer and Mr Clarke to have a
first discussion after the meeting of the NHS group next Tuesday
morning: Mr Gray is exploring this.

6. Whatever the timetable, I think it would be sensible to press on
with the preparation of a paper for Ministers as quickly as possible,
g0 that we are ready to fit in with whatever plan of actien turns out
to be best. 1 have agreed with Mr Gray that it would be uzeful if we
could have a first draft ready by Tuesday 24 January, so that the
Prime Minister and Chancellor could review the position at their
weekly meeting the next day. You may therefore wish to say that we

are aiming to complete a firgt draft of the paper by 24 January and
wonld be glad of the help of other Departments accordingly. I will

arrange a meeting early next week to set this work in hand.

7. Before the Review Body reports go to Cabinet, there will need to
be an informal meeting of the Ministers mainly concerned, in the
normal way. The Prime Minister will wish to decide what the composi-
tion of the group should, be (last year she ruled out Mr Baker). Those
attending last year were:
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Chancellor of the Exchequer

Lord Chancellor

Secretary of State for Defence
Secretary of State for Employment
Secretary of State for Health

Lord President

Minister of State, Privy Council Office.

You may prefer not to mention the composition of the group until the
Prime Minister has decided it.

8. Teachers' pay will need to be pursued in parallel with the Review
Bodies. Last year the IAC report was dealt with in correspondence but
we arranged a meeting of E(EP) as a contingency in case it was needed
although in the event it was cancelled. T suggest that we follow this

pcourse again, setting up 3 meeting early in the week of 13 February.

8. I suggest that the reports of the Review Bodies should be passed
to the officee of the permanent secretaries concerned as they come in.
This will enable us to get on with work on the Ministerial paper; and
it will enable Mr Clarke to be ready for any discussion which may be
arranged for next Tuesday, Last year it was agreed that the names of
all those entitled to see copies of the reports in Departments should
be approved by the Cabinet Office. In practice the list was long, and
the Cahinet Office had no alternative but to agree the nomination by
individual Permanent Secretaries. You might suggest that this year
each Permanent Secretary should be responsible for deciding which
officials should be allowed access to the reports, and maintaining a

list accordingly.

Report to Ministers
10. The main guestion to decide on the content of the paper [or
Ministers is what options it should contain, both as to abating or

gcaling down awards, and as to their funding.

11. Abatement of awards is relatively rare. TSRB apart, it has been
done only once (for the DORR) and the abatement was restored two years
later. We understand that the preliminary view of the Prime Minister,
and the Treasury, is that this year staging need be considered only

(CsEcReT )
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.}r the DDRB. You will wish to check that this is correct and that
the meeting is generally agreed about it. BSir Peter Middleton's view

will be particularly important.

12. It would be helpful to get broad agreement on which DDRE options
should be considered. The options for scalling down discussed by the
Chancellor and the Prime Minister were:

awarding doctors and denti=ts no more than nurses;

ii. agreeing the additional €1,000 to the top of the consultants'
scale only if this was contained within an overall 8% settlement;

iii. not agreeing to the proposed £€1,000 on the top of the
consultants' scale, on the basis that in the NHS Review White
Papar axtra resources were being signalled for adding to the
numbers of consultants" posts.

The paper will need to consider these options. You may wish to ask
whether there are any others which should be included.

13. As to funding:

The guestion of additional resources should not arise in the
case of TSRB, although you might check that the Lord
Chancellor's Department could meet the additional cost for

jadges.

You might also check that the Ministry of Defence could meet
the full costs of the AFRB award. No doubt they have ensured
that they could.

4. If the answers to these guestions are as expectad, the problem of
funding arizes only for the NHS groups. We understand that there is
provision in tha WHS budget for 5% increases, and that the additional

costs of the awards would be approximately as follows:

((SECRET )
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DDRH 65

. Nurses 114
PAMs 15

These figures will need to be checked, and it is not clear whether

they are for England only, or for the UK.

15. "The Treasury are likely to want Ministers to consider options
under which the NHS would bear part at least of the cost of the awards

in excess of provision. It is primarily for the Treasury to say which

options they want examined. One obvious possibility is perhaps that

the Government should provide an extra £100m which, on the basis of
tha figures above, would Mean splitting the extra cost roughly equally
between the NHS and the Reserve.:

16. Finally, you might ask if there are any particular aspects of the
awards which Permanent Secretaries think should be mentioned in the

report. As you know, there is a particular problem over the Andrew

report and the TSRB's reaction to it, especially as regards the extra
discretionary increment. Mr Covington =aid that he would be talking
to the Treasury about the timetable. Subject to what emerges from
that, the best course might be to wait and see what the TSRB actually
say about the Andrew Report, which I understood Mr Covington to

indicate would probably be in a side letter; and then deal with the
issue, if need be, in a reply to the side letter.

S

-

R T J WILSON
Economic Secretariat
12 January 1983
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From the Private Secretary

SIR ROBIN BUTLER

1989 PAY REVIEW BODY REPORTS

The Prime Minister had a brief discussion with the Chancellor
of the Exchequer this afternoon about the main recommendations
of tha Pay Review Bodies as reported to you by Mr. Covington.

On the substance, both the Prime Minister and the Chancellor
expressed sarious concern about the recommendations on doctors
and dentists. They would like serious consideration to be
given to options for scaling down the award. Possibilities
they discussed were:

(1} awarding doctors and dentists no more than nurses;

{ii) agreeing the additional £€1,000 to the top of the
consultants scale only if this was contained within an
overall 8% settlement;

{iii) net agreeing to the proposed £1,000 on the tep of
the consultants scale, on the basis that in the NHS
Review White Paper extra resources were being signalled
for adding to the nuombers of consultants posts.

Although the Prime Minister and Chancellor were initially
minded to favour the last of these options, I think it would
ba sensible if the Cabinet Office could prepare a rangs of
options for Ministers' consideration.

Thaere was no discussion of possible amendments ko the size of
the settlement proposed by the other pay review bodies.

There was also discussion of the handling of the raports. The
Prime Minister and Chancellor noted that one possibility,
subject to the TSRE Report being delivered by 27 January at
the latest, would be to aim for publication of the five review
body reports on Thuraday 2 February. But they recognised that
this would involve publication — and the anncuncement of the
Government's decisions on the review body reports - before the
Government was in a position to respond to the Chilver Report
on Teachers' Pay; and indeed possibly before Lord Chilver had
delivered his report to the Government. Considerable
attraction was therefore seen in the alternative approach of
delaying publication of the review body reports until the
Government was in a position also to announce its conclusions

SECRET AMD PERSONAL




on the Chilver Report. It was noted that this was likely to
mean delaying publication and announcement until Thursday

l1¢ February. Such ao approach was also likely to require
pressure to be exerted on Lord Chilver to deliver his report
to Government at the latest by the end of the first week of
February.

The Prime Minister would be grateful if you could take these
thoughts about handling inte account in your mesting with
Parmanent Secretaries later this wesk.

I am also attaching to this minute a copy of the full DDRE
Report, which has just arrived.

I am copving thiz minuote and the DDREE RBeport to Richard Wilson
(Cabinet Cffice). Perhaps your office could let me know when
you would like to circnlate copies to other departments.

e

[PAUL GRAY)

1l January 1589

SECRET AND PERSONAL




P 03324 From: R T J Wilson
4 January 1989

SIR ROBIN BUTLER cc Mr @8fay
ME Monger o.r.

REVIEW BODY REPORTS

1. 7 The Pay Review Body Reports will soon be with us. We need
to have a provisional timetable for handling them.

RECEIPT OF REPORT

v 1 I understand from M¥ Gray that Mr Covington expects to be in
a position to give you an indication of the main recommendaticons
by the middle of next week (rather earlier than expected) as he
did last year. Thereafter Mr Covington hopes that two or three of
the reports themselves, probably including the reports on the
nurses and doctors, will be delivered to NHo. 10 in the course of
the week beginning 16 January. The remaining reports, including
the report of the TSRB, are expected to follow in the week of 23
January, so that all will be with us by 27 January.

3. = Inevitably there are uncertainties about this timing. I
gather that the Treasury are informing the chairman of the TSRB
only this afternoon about the Andrews Report and its recommenda-
tions abhout the pay of the top lawyers in the Government service.
Nonetheless we shall need to be ready to deal with reports guickly
when they arrive. The Chief Secretary told Parliament on 24
February 1988 that:

"we have decided in future years to bring forward the
timetable for the review body reports so that decisions can
be made on them wall bafore the beginning of the finaneial
vear. We hope that review bodies will be able to submit
their repoerts in time for decigsions on them by the end of
January or, at the latest, by mid-February"”.




. There are two particular complications which need to be

borne in mind.
NHS WHITE PAPEER

5. One is the White Paper on the Review of the WHS which is
scheduled for publication on 31 January. Ministers are likely to
be faced with a decision whether to announce the awards for nurses
and "doctors a couple of days later, on 2 Pabruary; or a week
later, on 9 February; or conceivably a fortnight later, on 16
February (although argquably this does not gquite meet the
commitment to decisions by mid-Pebruary). A certain amount will
depend on what the Review Bodies actually recommend and whether
the Government can agree Yo implement them in full. But Ministers
may well feel that it would be bétter to get the decisions out as
closely as possible te publication of the White Paper, rather than
a waek or two later when the announcement would risk injecting new
life {and perhaps controversy) into the debate about the NHS.

TEACHERS' PAY

6. The second complication is the report of the Interim
Advisory Committee (IAC) on teachers' pay under Lord Chilver. For
some -reason the commitment on this is slightly different from the
other Review Body reports: namely, that the IAC will submit their
reports to Mr Baker by the end of January or at the latest by
mid-February, without any indication that decisions will be taken
by those dates. The DES's best information is that the IAC will
be reporting by mid-February and not much earlier. There may
therefore need to be a decision about whether to go ahead with
announcemente on the Review Body Reports without waiting for
teachers' pay, or whether to hold up the Review Body Reperts so
that they eagihe dealt with at the same time as happened last
year. The signs are that the DES will favour the latter course

although I am not clear how compelling the arguments really are.




@cestep TIMETABLE

- = Aall tﬁiﬂ will take a littla time to sort out. In the
meantime, I think we ought to work on the basis of the speediest
timetable practicable, so as to keep open the options for
Ministers. With Mr Gray's agreement, I would suggest the
following:

Wednesday 11 January : Mr Covington invited to give you
an account of the main recommendations

with a supporting note, as he did last
year. It would he helpful if Mr Gray
and I could be present.
W

Friday 13 January : "meeting chaired by you with the
other key permanent secretaries to give
them a first indication of what is in
the reports and to discoss their
handling. This was attended last year
by SBir Peter Middleton, Sir Michael
Ouinlan, Sir Derek Oulton, Sir
Christopher France, Dame Anne Mueller,
Mr Monger and myself (not Sir David
Hancock). You may wish to invite the
game people again. Thereafter I will
arrange for the follow-up work on a
paper for Ministers to be put in hand.

Tuesday 17 January : meeting of the Ministerial group
cen the WHS. This will provide an
cpportunity to discuss the handling of
the Reports in relation to the White
Paper.

Wednesday 25 January : meeting between the Prime
Minister, the Chancellor and Chief
- Becretary to discuss a first draft of
the paper for Ministers {(circulated
beforehand to this small group).




Monday 30 January : meeting of the "large" group of
“ " Ministere most closely concerned. This

timing will enable Ministers to agree

how Mr Clarke should handle pay issues

when presenting his White Paper.
Thurseday 2 February : Cabinet and announcemant,

8. ° W@ shall try and restrict access to the Reports to named
people, although we found last year that the list of names grew

and grew as the work was carried out.

HEXT STEFS

-

q., If you agrea, I think it wHuld be sensible for your office
te get in touch with Mr Covington and invite him in next Wednesday
or, failing that, Thursday. You may also wish to set up the
meeting with permanent secretaries so that we are ready to get to
work with Departments on the costings as and when sach report

arrives, and prepare the paper for Ministers.

R T J WILSON




BEECRET

FRIME HIHIETERL

198% PAY REVIEW BODIES

You will recall we agresed last year to speed up the timetable
for the Pay Review Bodies' Reporte. In last year's Publac
Expsnditufé_ﬁhite PdEEr debate the Chief Secretary announced
that the Review Bodies were being asked to submit their
Reports so that the results could be made known preferably by

the end of Januvary and at any rate by mid-February.

I have been exploring with the Review Bodies' Secretariat the
gtate of play. It seaems the tight timetable is bealng
successfully met. The latest assessment is that:

e 4

In the week beginning 16 January we will have 2 or 3
Reports; doctors and dentlstﬂ will come flrat, hnllnwpd
aither by nurses/professions allied to medicine or the

armad foroces.

The remaining Reports will ba available during the week
beginning 23 Janpary, with the TSRB being tha last to be

daliverad.

I am discusaing with the Cabinet 0Office and others concerned
the implications of this for the decision-taking and
announcement timetable. We are aiﬁiﬁg to st in hand
arrangements that would enable an announcement to be made on
Thursday, Eﬂggﬁ;ggry. The steps leading up to that would be

broadly as follows:

In about a week's time the Review Bodies' Secretariak
will let Robin Botlar and me have an indication of the

—— -

avarall siza aof tha recommandatlions.
Robin will then set in hand work by the relevant
Permanant Secretarias for cngtigg the HEFEE? BEodiag!

recommendations once the detailed reports come in.

SECRET
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You might then discuss the eme:ging picture with the
Ehancallnr and tﬂE Cthf Ee¢retary Jn or aound

25 January .

You will then take a meeting with all the Ministers
directly involved sometims betwean Monday, 30 January and

Wednesday, 1 February.

The outcome would then be endorsed by Cabinet on

2 FPebruary and announced the same afternoon.

As this timetable unfolds you may of course decide to delay
the planned announcement date until 9 February - which would
still meat the Chief Secretary's cnmm?tmgﬂﬁ ;nd mean that the
health authorities were 1GL;Fled of the level of fundlng

comfortably in advance of the start of thea Financial Yaar.

But it seems sensible at this stage to plan for the
possibility of a 2 February announcement - not least beacause
that would mean the Review Bodies' decisions could follow a
couple of days after the likely date of publication of the
NHS Review White Paper.

Another factor to be taken into account is the feasibility and
desirability of trying to arhiE?e {as last year) a

gimalt aneous annnun:ement nF the nut:ume on teachers' pay.

: -»

I will let you know next week as soon as we have the overall
figures for the likely level of the racommendations. Content
meantime for us to be planning on the lines set out above?

Kcq.

PAUL GRAY
4 JANOARY 1989
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