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10 DOWNING STREET -
LONDON SWIA 2AA

Frewn fthe Private Secrifary

13 September 19350

Beayy & L‘:?hﬂ'n |

E(EP): Teachers"'" Pay 199]=-2
Eemit for the IAC

My letter of 12 September indicated that if the Prime
Minister or other Ministers wished to suggest amendmenta to the
details of the remit for the IAC, that would need to be done by

3.00 p.m. today.

The Prime Minister has asked me to draw attention to one
particular point . Your Secretary of State's draft letter to
Lord Chilver invites him to propose measures that would improve
teacher supply in Inner London.

The Prime Minister is not persuaded that there is a good
reason for separating Inner London from Greater London. The
costs of living in Outer London are just as high, if not higher,
than living in the Inner London area. More importantly, the
reason for the differential in vacancy rates may well raflect
poor management in certain Inner London boroughs. The Prime
Minister does not believe that the taxpayer and Community Charge
payer should subsidise the weakness of management in inner ¢ity
local authorities by raising their salaries above those elsewhere
in London.

The Prime Minister would be grateful if your Secretary of
State could consider whether the reference to Inner London might
usefully be amended to Greater London.

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

Stephen Crowne, E&qg.,
Department of Education and Science.

NFI
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10 DOWNING STREET - -

: LONDON SWIA 1AA
Frowm the Private Sseretar 12 September 1930
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E(EFP) MEETING, THURSDAY 13 SEPTEMBER: TEACHERS® PAY

The Prime Minister has seen your Secretary of State's paper
E(EFP) (90)5 for the meeting on Thursday 13 September.

The Prime Minister understands the Treasury is content that
the Interim Advisory Committee (IAC) be asked to constrain the
cost of the 1991-92 teachers' pay award to that implied by a
settlement within the interguartile range of private sector non-
manual settlements as recorded in November. The Prime Minister
has alsc been advised that no other member of the Committee
wishes to raise any objection to this remit on the cost of the
settlement.

Accordingly, and in view of the pressures generated by
events in the Gulf, the Prime Minister would be content for the
E{EP) meeting to be cancelled and to agree the proposed remit for
the IAC on the cost of the settlement. BShe and colleagues may,
however, wish to make other points about the details of the IAC
remit. In order to enable your Secretary of State to make the
announcement of the IAC remit on Friday 14 September as proposed,
any such points should be made to the Department by no later than
3.00 p.m. tomorrow.

The Prime Minister understands that the guestion of the
allowance for teachers' pay costs within Total Standard Spending
(TSS) is customarily resclved between your Secretary of State and
the Chief Secretary, in consultation with the other Ministers
concerned. She would be content for this aspect to be handled
in this way.

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

H\JIHELLH“L

'E{,J.nd-_

Y
Barry H, Fotter

Stephen Crowne, Esq.,
Department of Education and Science.
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E(EP): Teachers' Pay 1991-2
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Tﬁﬁﬂ;

The paper from John MacGregor is wvery good but I would draw your
attantion to one iEém, namely teacher supply in Tnner London.

T

The draft letter to Lord Chilver asks him specifically to propose
measures to improve teacher supply in Inner London (the five former

ILEA boroughs plus boroughs such as Haringey, Brent etc).

I am not at all sure there is a good reason for separating Inner
London from Greater London as far as the weighting of teacher pay is

C—

concerned.

Many teachers do not like teaching in Inner London boroughs because
they have powerful and extremely left-wing teacher unions (Inner
London Teachers Association is left-wing socialist if not Marxist) who

capture governing bodies and do not allow heads of governors the
freedom to manage. The result is that such schools lack discipline,

r | ——

have very high truancy rates, put a great deal of emphasis on self-
expression and little on academic results. This is almost certainly

Fﬂf the reason for differential wvacancy rates between Inner London and

& Duter London boroughs. Incidentally while vacancies in Inner London

boroughs increased between 1989 and 1990, vacancies in Wandsworth
fall!

In addition it is probably more expensive for teachers to live in
Barnet or Purley rather than Hacknay or Peckham. Inner London is not

o

different from Greater London. It is not the business of government

to subsidise inner city failure by artifi:ially raigsing salaries in
r'—'__—_,_E'—

these areas.




Recommendation

Suggest that John MacGregor changes Inner London to Greater London.

\J
e/f"f’rff

i

BRIAN GRIFFITHS
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FRIME MINISTER

T’A

E{EP) MEETING, THURSDAY 13 SEFTEMBER: TEACHERS" FAY

In the attached EfEP] paper, the Education Eecretary seaks

to advise on teachers' pay and cundltlnns in 1991=92.

This will of course be the last year when the IAC determines
teachers' pay (the new ﬂrrangamants should ba in place from
1992-93) .

Mr MacGregor's main proposals on the remit are as follows.

In determining the percentage increase in the
taachars' salaries bill, the IAC should work within
the inter-ngxgjlg_;gggﬁ of increases in private
gégﬁqr non-manual settlements in November. At
present this is 8 - 10 per cent - it_Euuld well be

a little higher in November.

The fundamentals of the existing pay structure and
wurklng conditions should be retained. But the IAC
snnuiamiaai at inc£;a51n§ the usg_af gelaective
payments, incentiva allowances, etc. to deal with

shmrtages nf tuachars in partlcular subjects and

areas.
The IAC should congider widening the pay
differantials betwean heads and deputies, and

clasgeroom teachers.

If agreed at E(EP), Mr MacGregor wants to write te Lord Chilver
(Chairman of the IAC) on Friday, 14 September. ——

I attach a brief for the meeting from the Cabinet Office.

CONFIDENTIAL
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I understand that the Chancellor is cﬂntent for the Education
Secretary to proceed with his proposed rﬁmlt Ho other
Minister is likely to object to the proposals. Brlan Griffiths
also has no objections.

There is a separate gquestion of how the proposed cost of
teachers' salaries in 1991-92 is treated within the

arrangements for 1nca1 autnnrity spending next year. Cabinet

Dffice conclude that use of the lnter-quartllﬂ ranqp would be

cansistent with local government financial cgnslderatlnns and

-

should not add to the tnmmunity charge. This matter is
usually “sorted ﬂut by the Traasury; in consultation with other
departments'; and I understand Mr MacGregor 1s content that it

should be so this year.

_—

Conclusion
The issue is whether E(EP) need go ahead at all. Ministers
are agreed on the remit for the IAC; and the lacal government

considerations are normally handled through other arrangements.

Content to cancel the E(EP) meeting on the basis that
Hlnlﬂt&rs are cnntant with Mr HacGreqar‘s proposed remit

L s T L R ot

for the Ihc? d :

f i;j -WFA

or

Prefar the meeting to go ahead?

B

BARREY H POTTER
1l September 1990

ci\wpdocs\economich\e(ep)
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PRIME MINISTER

TEACHERS' PAY 1991-92: A REMIT FOR THE INTERTM ADVISORY COMMITTEE
Note by the Secretary of State for Bducation and Science
E(EP) (90)5

DECISIONS

It has already been agreed in E(EP) that teachers' pay for 1991-
92 should be determined on the basis of recommendations from the
Interim Advisory Committee (IAC), for the last time before new
permanent arrangements are introduced. Mr MacGregor now sSeeks
E(EP) agreement to his proposed remit for the IAC, the main
points of which are:

a. that the IAC should work within the inter-gquartile
range of private sector non-manual settlements as it stands

in November. You will need to decide whether this iz the
right conatraint;

b. that the fundamentals of the existing pay structure and
working conditions should be retained, but that the IAC
should be asked to look at increasing the use of selective

payments and incentive allowances to reward excellence in

classroom teaching, and to deal with shortages of teachers
in particular subjects and regions (especially in inner
London). You will probably want to endorse the principle of
moving the pay structure further in thies direction:

e that the IAC should consider widening +the pay
differential between heads and deputies and classroonm

tEEEEE:s+ ¥You may want to consider the priority to be givepn

o this objective within the remit.
2. If the remit is endorsed by E(EP) Mr MacGregor will want to
write to Lord Chilver and release the text of the remit letter to

the press on 14 September, the day following the E(EP) meeting.

1
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He wants to ask the IAC to report back on 18 January, a fortnight
earlier than last year, but allowing the Government the
opportunity to consider the IAC recommendations at the same time
as the pay review body reports. You will probably wish to
endorse this timing.

BACEGROUTHD

5 Proposals for new teachers' pay machinery were agreed at the
July meeting of E(EP), and the necessary Bill is due to be
introduced in the new Parliamentary session. However it will not
be possible to use this machinery to determine the leval of the
1991-92 pay settlemant. Accordingly E(EP) agreed that the IAC
should be asked to make recommendations for the forthcoming year.
This meating is to agree the terms of the remit.

MAIN ISSUES

d. ¥You may wish to structure the meeting by considering the
following main issues:

a. the implicaticons for the percentage increase
recommended by the IAC of letting them work within the
interguartile range:;

b. the implications for local authority revenue support
and the community charge;

the other matters to be covered by the remit.

The implications for the percentage pay increase.
5. Mr MacGregor wants the IAC to be allowed to work within the

interguartile range of private sector non-manual settlements as
it stands in November. He says that the range for June was
between & and 10%. The figures for HNovember might well be
higher. But he 1is concerned that teachers' pay levels should
remain competitive in order to maintain recruitment. Table 2 of

his Annex D suggests that salaries in the first 5 years of a

2
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teaching career are well below the lower guartile (and close to
the lower decile) of =salaries for first degree graduates
generally. Hea is also concerned (para & ii) about the mid-career

prospects of teachers.

6. In paragraph 9 Mr MacGregor discusses the possibility that

the IAC might simply go to the top of the range. He says he

would strEEs to Lord Chilver the need to take into account
affordability. But this might not have a great deal of impact.
A recommendation of perhaps 10% or more would therefore be a real

———,

possibility.

7. The arguments for nevertheless allowing the IAC to work
within the interquartile range are set out in paragraphs 8 and 9

of the paper.

a. Using the intergquartile range would be consistent with
the Government's approach to the pay of its own emplovees.

b. It would also be consistent with +the announced
intention that within the new pay machinery for teachers the
Government would not normally veto settlements falling

within the inter-guartile range.

C. Previous attempts to constrain the IAC within a fixed
sum have been unsuccessful, and they might be more 1likely
to respect a range which would give them room for

nancauvre.

8. The last of these points could be argued the other way: 1if
the IAC have exceeded a fixed sum, they could equally exceed the
maximum of a range. on the first two points, the range is in
both of these cases a framework for negotiations in which
affordability considerations can be brought to bear by employers,
rather than for the recommendations of an advisory committee

which may be less conscious of financial constraints.

3
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9. ¥ou will want to decide whether the TAC should ba allowed to
yge the range, If =o, vou will want to upderline the importance

af Mr MasCragoy stras=ing in cleay tarms to lord Chilver the

2 ! e affordabilit {thin ¢l

The implications for local authority revenue support and the
community charge

10. The level of Total Standard Spending (T83) fixed in the July
Revenue Support Grant announcement implies an average increase in
local authority spending in 1991-92 of 7% compared to 1590-31
budgets. Mr MacGregor proposes (paragraph 10) to set aside
sufficient provision for teachers' pay within TS5 to cope with a
10% increase in this element, which would imply an extra f£875
millichn on & pay bill of £8.75 billion.

11. The Treasury ara eaengaged 1n discussions with other
Departments at official level about the split of TSES betwean
services, and the Chief Secretary will make proposals to
colleagues when E(EP) have reached agreement on the IAC remit.
We understand however that it should be possible to accommodate
figures for teachers' pay up to the 10% maximum of the range
propogsed by Mr MacGregor, although the more that is earmarked in
this way, tha less will be available for other services. Use of

the interguartile range would not therefore be inconsistent with

logcal government finance considerations.

12. E(EP) may however wish to consider what sort of signal it

would give the IAC and local authorities (and the pay round

generally) if TSS for education was based on a pay increase of
10%. An alternative would be to base TS5 on a figure towards the
middle of the range, like 9%. That would bring home to the TAC
that if it recommends higher increases, at the top of the range,
the extra monev will have to be raised from community charge

payars.
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Other matters to be considered by the IAC

13. Mr MacGregor does not want major structural changes to the
existing pay and conditions framework. However he is asking the
IAC to look at a number of particular matters (paragraph 6 of his
paper) :

a. an increase in the differential between pay of heads

and deputies and classrcocom teachers (para 6 1 of the paper

and para 2 (11) of the remit). This would mean elither
holding back the potential increase for classroom teachers,
or awarding relatively high pay increases to heads and
deputies. You will want to consider the priority to be

given to this aobjective:;

Be more incentive allowances for teachers. {(Faragraph &
ii of the letter and 2(iii)(a) of the remit) This asks
the IAC toe leook at 1incentive allowances tTo reward

excellence in the classroom. ol Wi abahb want to

andorse the principle of making the pay structure more

regponsive to parformance.

c. special incentive allowances to remedy shortages of

teachers in key subjects or particular areas (paragraph &
1il of the paper and paragraph 2(iii) (a) of the remit). Mr

MacGregor mentions the problems in Key areas, such as maths
and physics. ¥You will prcbably want to agree that more
should be done to make the pay for teaching such subjects

more attractive:

d. pavments for regional shortages (para & 1v of the
paper and para 2(iii)(b) of the remit). This asks the IAC

to examine measures to improve teacher supply in Inner

London and other areas with high vacancy rates. This is

consistent with the principle of varying pay to take account

of local conditions, and you will probably want to accept

that should be uded in the remit.
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Next Steps

14. If the Committes agrees to Mr MacGregor's proposals he
intends to write on the day following the meeting to Lord chilver
in the terms of the letter attached as Annex A to his paper, and
to release the text of the letter to the press. If veou are

content with his proposals vou will probably want to accept the

cimi = !

15. Mr MacGregor intends to ask the IAC to report back by 18
JANUATY. This is two weeks earlier than last year, but weould
anable the IAC and the review body reports to be coneidered at
the same time.

HANDLING

16. You will want to ask Mr MacGregor to introduce his paper.

Thae Chancellor and Mr Portillo (representing the Seacretary of

State for the Environment) will be interested in the local
authority expenditure aspects of the proposals, and may wish to
speak. Mr Jackson (representing the Secretary of State for
Employment) may want to comment on the pay round implications.

'rqﬂvﬁ

T J BURR
Cabinet Office
11l September 1990
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Treazury Chambers Parliament Street, SWIFP 3AG

The Rt Hon John MacGregor OBE MP

Secretary of State for Education and Science
Department of Education and Science
Elizabeth House

York Road

London 1J'
SE1 7PH 2% a1y 1990
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HEW Tﬂhﬂigﬁﬁ PAY MACHINERY

Thank you for copying to me your minute of 19 July to the
Prime Minister.

I am content with your revised proposals and the draft statemeant
and notes.

I am copying this minute to members of E(EP) and to Sir Robin
Butler.

N
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10 DOWNING STREET
LONDON SWIA 2AA

Frai the Private Secretary

20 July 1990

1 [
NEW TEACHERS' PAY NEGOTIATING MACHINERY

The Prime Minister was grateful teo your Secretary of State
for his minute of 19 July setting out revised proposals on tha
ovar-ride power and on the arrangements for opting out, following
the discussion at E(EP) earlier this week.

The Prime Minister has noted your Secretary of State's view
that it would not be desirable to exclude tha Housa of Lords from
application of the proposed over-ride procedure. Accordingly,
the Prime Minister is content to make the over-ride power subject
to the negative resoclution procedure in both Houses, as
recommended by your Secretary of State.

The Prime Minister is also content with your Secretary of
State's revised proposals on opting out. She understands that GM
schools will be able to opt out of the national pay machinery
with the approval of their governing body and without further
reference to the Department of Education and Science. But lecal
education authorities will require the Secretary of State's
permission before they can opt out.

I am copying this letter to the Private Secretaries to
members of E(EP) and to Sonia Phippard (Cabinet Office).

\.w'
oo

L

Stephen Crowne, Esqg.,
Department of Education and Science.

CONFIDENTIAL
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FREOM THE LEADER OF THE HOQUSE W
1
HOUSE OF LORDS 2017

4 19 .Tu]_:,r 1990
N2
f

HEW TEACHERS' PAY HACHINERY i -d ¥

|
I have sean your minute to the Frime Minister of 19 July. I support what wyou
say about the difficulties of excluding the House of Lords from the order=
making power to override recommendations by the pay negotiators. In the light
of the fact that this would be unusual in this instance [(as First Parliamentary
Counsel has adwvised) I believe the House of Lords would indesd seek to amend the
Bill to give themselves a role, and thlis role might be for affirmative
resolution procedure. I therefore support your altermative suggestion that the
pverride powers should be subject to negative resclutien procedure. The
convention by which the House cof Lords does not wobte on Negative Instruments is
vEry strong, and the House would therefore bée effectively excluded in this way.

A o hapdling, I see alternatives. ©On the one hand the direct coursze would be
to include negative resolution procedures in the Hill, and resist all attempts
to amend the Bill in favour of affirmative procedures. On the other hand, it
might bBe tempting to include only the affirmatitve procedure for the House of
Commons, and fall back on widening the power to the House of Lords on negative
procedure if the point is strongly taken in the Lords. 1 believe however that
the former would be preferable, inm the light of First Parliamentary Counzsel's
advice. The device 1n my second alterpative would be fairly transparent, and
might result in the Lords voting to extend the affirmative procedure to
themselwes direct.

On the ﬁuestlun of grant~maintained schools, I fully agree with your decision
that these schools should be able to opt out of the national pay arrangements.

I am copying this to the Prime Minister and to the other recipients of your

mi nuke .
L B é)
At~ aHWCESE :a-’_-’

ARk

BELSTEAD

The Rt Hon John MacGregor CBE MP
Secretary of State for Education
and S5cience







PRIME MINISTER

Fellowing E(EP) on Tuesday, Mr MacGregor was asked to consider
two points:

L. whether the proposed power To over-ride
recommendations of the new taachersf_ﬁagntiating body
could be made subject to formal resolution of the House

.

of Commons only; and
ii. whether the arrangements for ﬂpting out of the
national pay framework could be dlfferentlated as

hﬂtw&cn individual GM schools on the one hand and
individual lacal éﬁunatiun authorities on the othar.

Mr MacGregor's proposals are set out in the attached minute.

on the guestion of over-ride, he concludes that there are
difficulties in excluding the House of Lords. Parliamentary
Counsel has advised that it would not be appropriate because use
of the over-ride power would not directly affect Government
expenditure. (This seems a nice point: it would affect General
Government Expenditure, i.e. GGE, but not central government
expenditure). Second, Mr MacGregor is concerned that the Lords
might amend the Bill to give themselves a role.

Instead he proposes instead that the over-ride powers be made
subject to the nggatlve resolution procedure in both Houses.
There is said to EE very little likelihocod of the Lords

obstructing an order under this procedure.

On the guestion of opting out, Mr MacGregor has agreed fully with
the proposals you put forward on Tuesday. GM schools will be
able to opt ocut with the approval of their governing body only
and without further reference to the DES. ILocal education

CONFIDENTIAL
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authorities, on the other hand, will require the Secretary of
State's permiszion before they could opt out: (this is to
prevent them over-riding the new flexibility on pay that has been

put in place in recent years).

CONCLUOSTON

1) ¢Content to approve Mr MacGregor's revised
proposals (I have highlighted the changes to his
earlier draft oral statement). “f

FE
Or do you wish to press him further on confining
the use of the over-ride power to the House of

Commons?

A’;:uaid -thf- e il

5 ol y A iﬁd ﬂ;ﬁna#ﬂ,Léé_q

LA 5:]
BAREY H POTTER
19 July 1990

chwpdocshecononich\tpm. kv
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CONFIDENTIAL

FRITME MINISTER
NEW TEACHERS' PAY MACHINERY

ie I was asked at E(EP) on Tuesday to consider two points. The
first was whether we could legislate for the proposed powar to
override recommendations to be made subject to affirmative
resolution of the House of Commons only, particularly on the
grounds that this procedure 1s generally used for statutory
instruments which relate to financial matters.

2. By way of background I should explain that the new suggested
override power is very different from the one which was in the
Repuneration of Teachers Act 1965. That allowed the Secretary

of State to interfers only with recommendations made by
arbitrators, and then only in the light of "national economic
circumstances®. What is now propeosed is an unconstrained power
to seak changes in negotiators' recommendations, first by
reference back with reasons to the negotiators and second, if
necessary, by substitution of the Government's own views. The
power of reference back ig not itself subject to any
Parliamentary procedure. It offers on the one hand the
possibility of securing changes without invelving Parliament and
on the other the basis for defending in Parliament proposals to
override recommendations which remain unacceptable after the
reference back process. This novel aspect of the arrangements
and the removal of the limits in the Remuneration of Teachers Act
means that it will be practicable to use the override power on
thosze occasions when we need to do so.

3. There are two difficulties about excluding the House of
Lords. First, First Parliamentary Counsel has advised that it
would not be appropriate to do so in this case and on these
grounds because use of the override power would not directly

CONFIDENTIAL




CONFIDENTIAL

affect Government expenditure. Second, the Lords may seek to
amend the Bill to give themselves a role, citing the Teachers'
Pay and Conditions Act 1987 which requires an affirmative
resolution from the House of Lords as well as from the Commons in
the use of Government override powers. We could of course seek to
overturn such amendments in the Commons; this would raise
constitutional issues well beyond the field of education.

4. Another way of dealing with the problem you raised at E(EP)
would be to return to our original proposal for the ovearride
powers to be subject to tha negative resolution procedure in both
Houses, and I would be happy to do that. The likelihood of the
Lords cbstructing an Order under those procedures is, I am
advised, remote: there is only one recorded instance since the
War (in 1851 on a River Board Order) of the Lords wvoting in
favour of a prayer against a statutory instrument under this
procedura. We would of course have to resist all attempts to
amend the Bill in favour of the affirmative resoclution.

5. Second is the question of opting out. I have agreed that
grant-maintained schools should be able to opt ocut of the
national pay arrangements simply by infnrmiﬁa_ﬂg_ihat they were
doing so, rather than having to seekﬂﬁf_:EE}ﬂval. As far as LEAs
are concerned, we agreed in E(EP) in March to retain statutory
controls over teachers' pay and conditions to prevent LEAs from
eroding the very substantial progress we have made since 1987 in
introducing a wide range of new pay flexibilities. The need for
LEAs to seek approval does help in safeguarding these advances.
We could distinguish LEAs from GM schools both because of the
overall scale and also on the grounds that governors of GM
schools would be making the decision for their own scheoel alane,
whereas many schools, perhaps with differing attitudes, would be
involved in any LEA request. The difference in treatment could
give an additional bocost to schools to seek CM status. I so
racommend.

CONFIDENTIAL
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6. I attach revised versions of the draft statement and
detailed notes reflecting theee conclusions. Changes are side-
lined. I should be glad to know whether you and E(EP) colleagues
are now content for me to make the statement on Monday 23 July.

I must ask for replies to reach me by close of business on
Friday.

T e I am sending copiles of this minute to the members of E(EP)
and to 5ir RHobin Butler.

1. e

_-—'—'_._._H_._
oF JM
{approved by the Secretary of State
and signed in his absenca)

19 July 19390
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NEW NEGOTIATING MACHINERY FOR SCHOOL TEACHERS' PAY AND CONDITIONS

Draft Oral Statement by the Secretary of State for Education and

Seianoe

kg I wrote to the leocal authority employers and the teacher unions on
26 April setting out proposals for new permanent pay negotiating
machinery for settling the pay and conditions of school teachers in
England and Wales. Over the lagt twe menths I have engaged in full and
careful consultatione on the basie of those proposals. I am now able
to anncunce the government's decisions about future machinery for
determining the pay and conditions of school teachers. I intend at the
earliest opportunity to bring forward to the House a Eill to give

effect to these decigions.

. Different and incompatible views on the proposals were expressed
during the consultations. Most urged on us a restoration of
negotiating rights for teachers: others preferred independent review,
but they were not willing to agree the establishment of a permanent
body similar to the present Interim Advisory Committee. It is clear
that we are far from a consensus in favour of independent review cn a

basis that would be acceptable.

3. Accordingly it is our intention to provide for free negotiations
between employers and teachers under an independent chairman. The
Government will not be a party to those negotiations. There will be no
pre-set financial limit on the negotiations. The employers will know
the Aggregate External Finance which the Government is ready to make

available for local authority expenditure as a whole and will consider
what they can afford in the light of that. There will be a time limit
on the negotiations.

4, 1f the negotiators agree recommendations before the time limit, it
will fall to the holder of my office to consider implementation. If
the time limit passes without agreement, however, the negotiations will
come to an end. The Government will seek recommendations instead from
an independent Advisory Commlttee, broadly similar to the present
Interim Advisory Committee. This will not be arbitration. the
Government will set the body a clear and specific remit. Again it will

fall to the holder of my office to consider implementation.
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5. I hope that it will normally be possible to accept the
recommendations which are put to us, hut we have also to provide for
where this is not the case. If the Government is unhappy with aspects
of negotiated recommendations on pay or conditions it will be able to
refer these issues back to the negotiators, giving its reasons. If
agreement does not result from this procesa, however, the Government
will need to be able to resolve the deadlock. We shall provide for
that through a power for the Government to substitute its own
provisions on matters referred back, subject to negative resolution in
each House of Parliament. It would be the Government's intention not
normally to refer back recommendaticns on cost grounds if the overall
cost is within the inter-guartile range of private sector settlements

for non-manual employees.

6. Within the negotiating body there will be a separate Bub-Committese
to deal with heads and deputies. Responsibility for initiating
proposals for changes in the pay and conditions of heads and deputies
will rest with this Bub-Committee. The Sub-Committee's recommendations
will come to me for consideration unless both sides in the Main
Committee agree to refer them back to the Sub-Committee, and
subsequently to change them.

T The precise machinery for this and other, more detailed, features
of our proposals are explained in the paper placed today in the Vote
Office and in the Library of the House.

8. I recognise that some employers - be they local education
authorities or the governors of grant maintained schocols - may judge
that they could better respond to local needs and circumstances if they
settled the pay and conditions of their teachers themselves. AB
envisaged in the consultation document, LEAs will have the opportunity
to apply to me for disapplication of the national preovisions governing
pay and conditione, on the basis that they are able to put in place
satisfactory arrangements of their own. GM schools, too, will be able
to disapply the national provisions.

9. Teachers are due a review of their pay to take effect next April.
@Given the need for legislation to establish the new negotiating
arrangements, it would not be possible to deal with this settlement
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under the new arrangements, and this was accepted by all those whom I
nave been consulting. None supported the option of dealing with the
settlement retrospectively through the new machinery once it 18
statutorily in place. There was insufficient agreement about ithe
possibility of running the new machinery on a veoluntary, shadow basis
in advance of legislation. I have concluded, therefore, that I should
seek the approval of the House later in the year to extend the
Teachers' Pay and Conditions Act 1987 for a further, and final, year,
and to invite the IAC to make recommendations to me for a settlement to
cover the year April 1991 - March 1992. The £irst settlement decided
in the new machinery would be that to take effect from April 1932.

10, The arrangements which I have outlined ocffer full and fair
opportunities for negotiaticn between teachers and their employers, and
a means to resolve deadlock if the negetiators cannot agree. They
acknowledge the interests of employers, teachers and Government in the
determination of teachers' pay. They afford a basis for the peaceful
resclution of guesticns of pay and conditions, and their adaptaticn to
the changes which face our achools in the 19%0=.
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PROFPOSBALS FOR NEW TEACHERS' PAY NEGOTIATING MACHINERY
SCOPE

- All pay and conditions matters to be within the scope of the
negotiating machinery. Pay, duties and working time to reguire the
Secretary of State's endorsement and to ke governed by statute.
Proposals from the negotiating machinery for changes in the provisions
regarding teachers' pay, duties or working time will therefore take the
form of recommendations to the Secretary of Btate.

STRUCTURE

-

P Provision to be made by statute for two committess: & Main
Committee and a Sub-Committee to consider matters appaertaining to the
pay and conditions of heads and deputies. It would be open to these
Committees to establish further sub-groups to deal with particular

matters if they so wished.

COMPOSITION
The Secretary of State will determine from time to time

(a) which organisations representing local education authorities
or other employers of teachers in maintained (including Grant
Maintained) schools should have seats on the management side
of each statutory committee, how many seats each
oerganisation should have, and which membars of the

management side should have votes and which obszerver status.

Which organisations representing teachers or particular
descriptione of teachers should have seats on the teachers'
side of each statutory committee, how many seats each
organisation should have, and the basis of voting within the
teachers' side.

&, What initial determinations should be made by the Secretary of
State will be a matter for further detailed discussion with the
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employers and teacher unions when the new machinery is being
egtablished, but the parameters the Secretary of State has in mind at

present are:

{1) to limit the size of each s=ide of the Main Committee to a
maximum of 20 representatives and to limit the size of each
side in the heads and deputies Sub-committee to a maximum of
10.

To provide for the Catholic Education Council and the General
Synod of the Church of England Board of Education each to
appoint one observer to the management side, and for an
cbserver represanting GM schools, to be appecinted initially

by the Becretary of Btate.

To limit membership of the teachers' side tec those unione
with more than 10,000 members — NUT, AMMA, NASUWT, NAHT and
PAT - and to the BHA which represents nationally a smaller

group of teachers with distinctive intarescs.

To establish the voting strength of unions represented on the
teachers' side of the Main Committee on the basis of one vote
per 10,000 relevant members or part thereof, and in the Heads
and Deputies Sub-committee on the basis of one vote per 1,000
relevant members or part thereof: "relevant members"” in each
case would be defined following discussion with the teacher

unions, who would then be required to make annual returns of

these numbers to the Becretary of State.
CHAIRMANSHIP
3. The Becretary of State will appoint an independent chairman, after
consultation with both sides of the Main Committee, who will chair both
statutory committees.

PROCEEDINGS

6. The Secretary of State will have a power to make provisions as
regards the proceedings of the negotiating machinery by requlations.
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The negotiating machinery will be free to adopt its own rules as

regards proceedings on all matters not covered by those regulations.

T The Secretary of State has it in mind at present to make the

following provisions in regulations:

Ganaral

(1)

gubject to (vii, wiii and ix) below, decisions in each of the
etatutory committees will be reached when the two sides are
in agresment with each other;

the position of each side shall be determined by a simple

majerity of the votes cast within that side.

Relationship between Main Committee and Bub-Committes

{iii)

agreements reached in the Sub-Committee to take the form of
recommendations to the Main Committee;

the Main Committes not to be able to consider any matter
appertaining to the pay and conditions of heads and deputies
on which it has not first received a recommendation from
Heads and Deputies Sub-committee;

If the Sub-Committee is unable to make recommendations on the
pay, duties and working time of heads and deputies to the
Main Committee, the Main Committee shall, on the negotiating
deadline (see paragraph B below), tell the Secretary of State
that it is unable to make recommendations to him as regards
the pay, duties and working time of heads and deputies;

If the Bub-Committee makes recommendations on the pay, duties
and working time of heads and deputies they shall be

considered by the Main Committee.

If the Main Committee does not resolve before the negotiating
deadline established by the Secretary of State to refer some
or all of those recommendations back to the Sub-Committee it
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shall on or before that date adopt the recommendations and
gend them to the Secretary of State for his consideration.

Az regards matters referred back to the sub-committee, if the
Sub-committee makes the same or fresh recommendations to the
Main Committee before the negotiaring deadline the Main
Committes shall, on or before the negotiating deadline, adopt
those recommendations and send them to the Secretary of State
unless it resoclves to substitute its own views. If the Sub-
committes is unable to respond before the negotiating
deadline the Main Cormmittee may agree either to adopt the
original sub-Committee recommendations or To substitute its
own views: in either case it will then send them to the
Secretary of State. If the Main Committee ie itself unable to
reach agreement, however, it will tell the Secretary of State
that it is unable to make recommendations to him as regards
the pay, duties and working time of heads and deputies;

recommendations from the Sub-Committee on cother matters
appertaining to the conditicns of service of heads and
deputies shall be considered by the Main Committee, which
shall within one month of notification by the Sub-Committee
either refer some or all of them back to the Bub-Committee or

adopt the recommendations and promulgate them.
NEGOTIATING DEADLINE

8. If either of the statutory committees resolves to Start
negotiations about pay, duties or working time matters, where the
intended outcome will be recommendations to the Secretary of State, the
Chairman will notify the Secretary of State of the matters they will be
considering and the date from which they would want any changes they
may recommend to take effect (the "settlement date'), and ask the
Secretary of State to specify a date for the completion of
negotiationa, The Secretary of State will be under a duty to specify
zsiich a date (the "completion date’.

9, If the Main Committee has not made recommendations to the
secretary of State before the completicn date is reached, the
Secretary of State will at that point ask the Chairman whether the Main
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Committee has agreed recommendations to him as regards changes to the
statutory provisions relating to the pay and conditions of heads and
deputies and of classroom teachers respectively. If the answer to the
question "yes" for both groups, the Secretary of State may receive

recommendations
{a) for changes to existing provisions (in particular pay rates);
{b) for adding new provisions or deleting existing ones; and

He would then econsider these, ueing his reserve powers (see paragraphs

12 and 13 below) if necessary.

10. If the answer is 'no" for both groups, the Secretary of State
would automatically (see paragraph 14 below) refer matters to an
Advisory Committee (see paragraphs 14-16 bhelow).

11. If the answer is "yes" for one group and "no" for the other, the
Secretary of State will automatically refer the pay, duties and
working time of the teachers for which there are no recommendationsg to
the Advisory Committee, He will consider the pay and conditions of the
group for which recommendations have been made himself, except that if
it is the pay of classroom teachers which has been referred te the
Advisory Committee he will, if he considers it appropriate, have
discretion to ask the Advisory Committee to consider heads and deputies
at the same time.

GOVERNMENT RESERVE POWERS

12. When the Secretary of State has received recommendations from the
Main Committee for changes in the statutory pay and conditions
provisicons he will be empowered to accept those recommendations or
refer some or all of them back to the Committee, with reasons, for

farther congideration within a defined timescale.

13, 1If the Secretary of EState is unable to accept the recommendations
following a reference back he will be empowered, on the grounds stated
in the reference back, to substitute his own changes to the statutory
pay and conditions provisions for those recommended to him.
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ADVISORY COMMITTEE

14. If at the negotiating deadline the Main Committee is not in a
position to send to the Secretary of State agreed recommendations for
changes to the pay, duties and working time of either classroom
teachers or heads and deputies the Secretary of State will normally
seek recommendations instead from an Advisory Committee. He would be
under a duty so to do if the negotiations fell within the regular
annual eycle and looked towarde the normal settlement date. But in the
event of in-year negotiations it should be for the Secretary of State
to judge whether it would be appropriate to make such a reference or to
leave matters to be considered again in future negotiations.

15. The Advisory Committee will be appointed by the Secretary of State
and will report to him on such matters relating to the pay and
conditions of teachers as he may refer to them, taking account of any
directione which he may give them as to the considerations to which
they are to have regard at any financial or other constraints on their
recommendations which he may specify. Before making recommendatione to
the Secretary of State con the matters referred to them the Advisory
Committee shall afford associations of local sducation authorities,
bodies representing other employers of teachers in maintained and grant
maintained schools, and the teacher unions an opportunity of submitting

evidence .

16. The constitution and proceedings of the Advisory Committee will be

as set out in Schedule 1 to the Teachers Pay and Conditicns Act 15987,
IMPLEMENTATION OF CHANGES IN STATUTORY PAY AND CONDITIONS PROVISIONS

17. Where the Secretary of State proposes to accept recommendations
made to him by the Main Committee, whether or not they follow a
reference back, or by the Adviscory Committee changes will be
implemented by means of an Order made by the Secretary of State.

18. Where the Secretary of State proposes to implement changes which
result from the exercise of hi=s powers to override recommendations
coming from the Main Committes or the Advisory Committee, the changes
will be implemented by means of an Order made by the Secretary of State

CONFIDENTIAL




GCONFIDENTIAL
&

subject to annulment in pursuance of a resoluticn of either House of
Parliament.

19. Before making any Order toc change the statutory pay and conditions
provisions the Secretary of State will have to consult the bodies
represented in the negotiating machinery about the way in which it is
proposed to give effect to those changes.

LOCAL PAY DETERMINATION

20. Legislation establishing new national pay negotiating machinery
will alsoc contain provision for individual local authorities or the
governing bodies of M schools which wish to do so to determine
teachers' pay and conditions locally.

21. Provision will be made for local education authorities to apply to
the Secretary of State for the provisions of the Act obliging them to
pay teachers' only in accordance with the scales and other provisions
resulting from the national pay determination process, and giving
statutory force to national conditicns of employment, to be disapplied
from them. Applicants would be required to state what provisions they

propesed to put in place of the national arrangements.

22. Provision will alsc be made for the Secretary of State to disapply
the relevant provisions of the Act in respect of a GM school at the
request of 1ts governcrs.

23. The relevant provisions of the Act would apply to teachers in all
LEA maintained schools and GM schools unless specifically disapplied by
the Secretary of State.

24. Before making an application local education authorities would be
obliged to consult on their proposals for local pay and conditions
provisicns with the governing bodies of their maintained schools, and
with the local representatives of teacher unions recognised nationally
for pay determination purposes. In each case applicants would be
reguired to report the views expressed, together with their comments on
those views, to the Secretary of State when making the application.
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25. If the Secretary of State approved a2 LEAs application, the
national arrangements would cease to apply from the date the LEA put
the arrangements described in the application, subject to any
variation agreed by the Secretary of State, into place. The local pay
and conditione provisions put into place by a LEA would apply to all
the schools it maintained.

26. Once the relevant provisions of the Act had been disapplied from a
local autherity or a governing bedy their future approach to pay and
conditions matters would be unconstrained except that

(a) any change in an LEA's initial local provisions with 12
months of the date of their implementation would reguire the
Becretary of State's consent; and

local education authorities would be placed under a general
obligation to consult with the governing bodies of their
maintained schools and with the teachers concerned before
implementing proposals for changes in local pay and
conditiong provisions.

DES
July 1990
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E(EP): TEACHER'S PAY - NEGOTIATING MACHINERY

E(EP) is due to meet tomorrow to discuss the proposed new

negotiating machinery for teachers' pay. —

e =

At Flag A i= Mr. MacGregor's minute covering a draft oral
statement and proposal for the new negotiating maﬂhinerﬁ;.
hfrElag_B is a brief from the Cabinet Office.

The proposals
Mr. MacGregor's proposals, following consultation on the document

published in April, are as follows:

negotiations between local authorities=s (as the employers of

e

teachers) and the ?Eichinq unions, with no Government

presence at the negotilating fEEle:

‘I_.-'_"-.
a raserve power, subject to the approval nfkpntﬁ“ﬁnusus, to
overrida an uﬁsatisfantnry gattlemant, i.e., above the

; ———
interguartile range of pay settlements; and

individual local authorities and Governors of grant-

maintained (GM) schools allowed to opt out of the above pay

arrangements.

—

—I—'_'_'_

—

The consultation exercise showed E_hrﬂad acceptance of the

proposed negotiating framework. But there was little or no

support for the idea of local opting out.

—

Asgessment

Those colleagues directly concerned favour Mr. MacGregor's

proposals. At Flag C are letters from Mr. Howard, Hr;ﬂﬁidley and
e —
Mr. Patten; T understand the Chief Secretary 1is also content.

You raised three concerns which will be discussed at the meeting:

implications for the cnngEiEI_Egg;gp:

use of the reserve power;
CONFID I
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zM schoocls

First, the implications for the community charga. The teachers'

pay settlement date is 1 April. For next year it will have to be
the Interim Advisory Committee (IAC) which again determines
teachers' pay because the legislation necessary to set up the new
negotiating machinery will not be in place in time. It is widely
understocd within the teaching profession that the IAC will meet
again.

As you know, the Government sets the remit for the IAC including
a guideline total cash addition to the teachers' pay bill.
(Though the guideline has been exceeded marginally by the IAC in
raecent years, 1t provides a satisfactory overall constraint).
Providing sufficient allowance for teachers' pay is made within
the education programme within TS5, the proposals should have no
further implications, beyond these already accepted, for the
levels of community charge in 1991-92,

Second, you pointed out that the proposed powers for both Houses
to override any settlement outside the interquartile range might

in practice be uselesa. I understand this view was put forward

previously by Treasury Ministers. O©On the one haﬁd, it ¢can be

argued that the negotiators will not wish to test these powers -

at least in the short term. ©On the other hand, putting the issue
to debate in Parliament might be politically very difficult.

You will want teo probe the DES and Treasury on this.
Substituting a power in the form of negative rather than

affirmative resclution would be one pnsﬂiﬁziity, But it may be

a question of whether the ﬂgtiunal arrangements will hold for
sufficiently long before local bargaining in GM schools becomes
the dominant form of pay settlement.

m—

S

This links in with the third and most important issue. You asked

about the implications of rising numbers of grant-maintained
schools. At present such schools are funded on a par with LEA
schools. As the numbers of GM schools rise, such arrangements
will become increasingly unsatisfactory. Once a majority of
schools within an area are under GM control, the arrangement no
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longer makes sense. (As you know, Profeseor Griffiths is working

on a national formula funding approach to GM/independent trust

echools which would fund them directly from the centre. But
col laaquas are not aware of this.)

It is clear that the national pay machinary propesed is not
appropriate for a regime in which local GM schools are becoming

£he dominant form. The gquestion is the rate at which this ﬁzaht

happen. For =o¢ long as progress remains modest, such schools can
be catered for under the proposed opting cut mechanism.

—

Conclusicn
The main issue for E(EP) 1s whether to announce the intention to

e —

legislate on the proposed negotiating framework. It is a system

designed for the existing local education authority framework.

But 1t i1s flexihle: indead it contains the seads of its own
destruction through the propesed opting out mechanism.

The vital consideration is timing. Given that the proposals can
cope even with a much increased number of GM schools, you may

feel that they can go forward. In the longer term, this naticnal

naqntiatinqmﬁﬁﬂhinary ﬁay not be appropriate if and when the
number of LEA schools diminishes to bElD%_EPE number of GM (or

new independent Trust) Schoels. But that lenger term ;; perhaps

e —— =

beyond the time-scale for which this proposal is designed.

= e

Handling
E(EP) is due to meet at 1200 noon tomorrow. The discussion can

be cut back to thirty minutes. But I know You are concerned

about diary pressure tomorrow (and a decision is necessary so
that Mr. MacGregor can make an announcement next Monday,
23 July).

(i) Content for a short E(EP) to go ahead tomorrow?
or
(ii) Content to approve proposals without a further

‘E.HF discuesion?

BHP
16 July, 1990,
jd c:\wpdocs\economic\eep
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PRIME MINISTER P 03705

TEACHERS' PAY: HEGOTIATING MACHINERY
Minute from Mr MacGregor of 6 July 1990

DECTISTONS
Mr MacGregor's minute reports back to E(EP) following the
outcome of his consultation with the employers and the teachars®

unions. He sesks:
——y

2, agreement to his proposals, previously discussed at

E(EP} on 27 March, for new statutory negotiating machinery,
with provision for controlled opting out by loecal
authorities and the governors of grant maintained schools.
The necessary legislation is planned for the coming Ses=sion.
You will need to decide whether to go ahead with these
proposals.

b. approval to the text of an oral statement he proposes
to make in the House, and an accompanving paper for deposit
in the Library of the House, outlining his proposals and

indicating his intention to legislate in the next Session.

¥You will need to approve the announcement of the decision.

2. The proposed new arrangements will not be available in time
for the 1991-92 settlement, and Mr Macgregor therefore seeks
approval I;_E;I;EEEle for using the Interim Advisory Committee
for that year. He will consult eolleagues in the autumn on the
remit. i C shou be

further yvear.

BACHRGROUND

3. After the E(EP) meeting on 27 March Mr MacGregor circulated
and subsequently published on 26 April his latest proposals for
future pay negotiating machinery. He has since consulted with
the employers and unions, and is now reperting back. His
proposals are essentially unchanged.
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MAIN ISSUES

4. You may wish to explore first the points in your Private
Secretary's letter of 13 July, and then deal with the polints for
decision listed in paragraph 8 of Mr MacGregor's minutea.

Impact of proposals on community charge for 1991-92

B The recent E(LG) decisions on the Local Covernment Finance
Settlement are intendad to lead te an average community charge
for 1991-92 of no more than £400. Clearly the level of the

teacheras' pay ﬁzﬁtlem&nt next year will influence the actual

level of community charge. But that settlement will ba
determined through the existing IAC arrangements, not through the
new long-term arrangements proposed by Mr Macgregor. The
Government will have a direct influence on the size of the
sattlement through the remit which it sets the IAC. Mr Macgregor
envisages that this will be for separate decision nearer the
time.

6. You will wish to underline the importance of setting a remit
for the JIAC which is consistent with the fiquring which

underlies the AFF settlement.

Grant maintained schools
T Under present arrangements, the proposal to allow grant
maintained schools to opt out of the statutory pay negotiations
will not directly aff;EE-gﬂair funding. This is determined by
formula from the funding of other schoole in the same Local
Education Authority (LEA), and therefore reflects the rates of
pay in other schools in that LEA. If GM schools paid their
teachers more they would have to find the funds by reallocating
within existing resources.

——

8. With a much larger number of GM schools, their funding might
ne longer be determined by reference to funding for LEA schools
in the area, but by DES directly. In that event it would be open
to the Government to reflect its wviews on the resources needed

for teachers' pay in the level of funding provided for GM
e — ——

schools.
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a. ¥ou may wish to point out that it might be necessary to loock
again at the pay determination arrangements if GM schools became
sufficiently numercus to justify a change in funding
arrangements.

Override power

10. Mr MacGregor proposes that the power to override
recommendations from the negotiators should only be exercised
after affirmative resoclution by both Houses of Parliament. But
this could make the powar very difficult, 1f not impossible, to
use. You may wish to propose that the Bill should be drafted to

provide for override suhiect to negative rather than affirmative

resolution in both Houses, or perhaps in the House of Commons

alone.

Hational negotiations

1ll. Mr MacGregor lists 1in his paragraph 4 the main features of
the national negotiating machinery, which appear to be the same
as were canvassed in earlier E(EP) discussions. a i to
confirm that the proposals for national negotiating machinery

are acceptable.

Opting out

12. In its earlier consideration of teachers' pay arrangements
E{EP) invited Mr MacGregor to pursus the possibility of allowing
epting out of national agreements. The reactions from
consultees, particularly emplovers, indicated some concern that
JEEI;E‘Eht might be IE?TEEIEEEry, and might affect the community

charge. However, objecfions made took no account of the benefits
of increased pay flexibility. Mr MacGregor says (paragraph 5)

that there are no new arguments which would call the proposal

into guestion. Subdect to the views of colleaqueas vou may wish
to agres that the proposal te allow opting out should go ahead.

1991-92 pay settlement
13. The proposed legislation will not be available in time for
tha 1991-%2 settlement. Mr MacGregor therefore wants to use the
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IAC for this settlement (paragraph 6), as there is no support for
uging the new machinery restrospectively, and little support for
running it on a wvoluntary basis for that year. He has rejected
the alternative of moving the pay settlement from April to
Septembar because he judges that this would be inflationary, and
because the employers would not be ready to make the change. He
proposes to consult colleagues separately about the remit after
the summer break. You may wish to agree to further consideration
of the IAC remit on this timetable. This would mean that the
impact of the new negotiating machinery will not start to be

visible until early in 1992.

Oral statement and paper for the House
14. If you decide that Mr MacGregor should go ahead you will

want to check that colleagues are content with the draft of his
announcement and paper for the House which are attached to his

minute.

HANDLING
15. The Secretary of State for Education and Science will wish

to introduce his paper. The Chief Secretary, Treasury, and the

Secretary of State for Emplovment may wish to comment, from the

standpoint of their interest in public sector pay determination

arrangements. The Secretaries of State for the Environment and

for Wales may wish to speak. The Secretary of State for
Sgotland may wish to comment on any implications for the separate

Ecottish arrangements.

it

P F OWEN
Cabinet office
16 July, 1990
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10 DOWNING STREET

LONDON SWIA ZAA
Front the Priveie Secrelary 13 July 1980
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E(EP): TEACHERS' PAY - NEGOTIATING MACHINERY

The Prime Minister has seen your Secretary of State's minute
covering the oral statement and draft proposals for a new
teachers' pay negotiating machinery.

The Prime Minister considers that the E(EP) discussion
should go ahead as planned on Tuesday 17 July.

The Prime Minister's view is that the situation has changed
since the earlier discussion on teachers' pay negotiating
machinery. First the expected size of the proposed community
charge next year is now known and the teachers' pay settlement is
clearly relevant to the likely level of actual community charge.
Secondly, it is the Govermment's intention that the number of
grant maintained schools should increase: in future the financing
arrangements for these schools might be changed so that they can
be funded directly. Third, the proposed power to over-ride any
settlements negotiated between local authority employers and the
teachers' unions on the approval of both Houses of Parliament is
not the safeguard it might appear: in practice the Prime
Minister considers it will never be used.

The Prime Minister will wish to discuss the above points at
E(EP} next week.

I am copying this letter to Private Secretaries to members
of E{EP) and to Sonia Phippard (Cabinet Gffice).

Vouag

B ot

BAERY H POTTER

John Ratcliff Esqg
Department of Education and Science
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TEACHER! S PAY : HEGOTIATING AGREEMENT . ;:
W - :
I have seen your minute of & July to the Prime Minister.

I am content that you should proceed with the statement as
drafted and wikh lagislation next session. I alsc agree
that retention of the Interim Advisory Committ=s i3 the
best option for the 1991-92 negotiations.

I am copying this letter to the Prime Minister, the other
members of E(EP) and Sir Robin Butler,
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TEACHERS' PAY: NEGOTIATING MACHINERY At

-

Thank you for copying to me your minute of 6 July to the Prime
Minister reporting on your consultations on the proposed new
negotiating machinery for teachers' pay.

I am content that you should make an announcement on the lines you
propose. I note the response you have had to your propesals on
opting out, and 1 agree that this will be difficult to handle in the
course of the Bill. But we have to continue to press home the
message that local pay arrangements can enhance accountability,
offer maximum flexibility to reward the best staff and in the end
give better value for money for chargepavers. Soc as to discharge the
remit from the Prime Minister and E(PSP), we are considering how to
encourage better pay practice for local authority white-collar
staff. Essentially the messages we shall be trying to get across to
authorities will reinforce your arguments for your new machinery,
and opting out in particular.

I accept that the Interim Advisory Committee should continue to
operate for one more year. We will have a direct interest in the
remit that you give the Committee because of the implications for
local authority budgets next year. We shall similarly want to be
involved in the remit of the Adviscry Committes which forms part of
your new machinery, I should be grateful if your officials can keep
in touch with mine on this.

I am copying this to the members of E(EP) and to 3ir Robin Butler.

\/_}mu TS u,_ﬁ}' f\
A=\
@P'C‘HRIS PATTEN

(Approved by the Secratary of State
and Signed in his Abszence)
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TEACHERS ' FAY: NEGOTIATING MACHINERY

I have geen your minute of 6 July to the Prime Minister on
propogals for new pay machinery for teachers. I think what you
set out is the most sensible way of dealing with this, and it
will require a Bill in the next sessjion. In the interim it would
be sensible to ask the IAC to make a recommendaticn in respect of

18997 92,
I do think it very important that the Bill should contain a power
to allew local pay determination: we must move o break thi=

menolithic structure.

I am copying this letter to the Prime Minister, other E(EP)
colleagues and Sir Robin Butler.

Z/ by /
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PRIME MINISTER

E{(EP): TEACHERS' PAY - NEGOTIATING MACHINERY

E(EP) is due to discuss teachers' pay on Tuesday 17 July.

Mr. MacGregor wrote to you on 6 July setting oul his proposals
far the new negotiating machinery D; teachers' pay. If you and
colleagues are content, Mr. MacGregor prapns&é_ihat the E({EP)

— e —

discussion need not go ahead.

e —= ===

Background

Mr. MacGregor published the proposals for new pay machinery for
teachers on 26 April. Two basic models ware put forward:

- an independent review;
- a negotiating framework.

The proposed negotiating model would allow negotiations bhetween

ety
the local authorities (as the employers of teachers) and the

teaching unions, with no Govermnment presence at the negotiating

table. But the Government would have a reserve power to override

an unsatisfactory settlement i.e. above the interguartile range
of pay settlements, on cost grounds. Individual local
authorities and the Governors of GM schools would ﬂlhﬂ be able to

—=

opt out of the natiunal pay arrangements+

The responses were predictable. No-one favoured an independent
review on a basis acceptable to Government (as anticipated).
Altheugh there were differences of view on details, those who
favoured negotiations broadly accepted the above model. There
was no enthusiasm for local opting-ocut.

Mr. MacGregor now wishes to go ahead with the original
Government preoposals on both the negotiating framework and
uptlng out. & Bill will be required - but will not be included

iﬁ e next Eessinn ﬁhcnrilnély the present IAC will determine
teachers' pay in 1991-%2.




ASssssment

Mr. MacGregor's minute, attached draft oral statement and
detailed paper all follow the line accepted at the last E(EP)
discussion. Mr Howard is content (see letter attached). T
understand Treasury Ministers and Mr. Patten - the other main
departmental Ministers concerned - are being advised to accept
the proposals with no need for an E(EP) meeting.

(1) Content to go ahead as proposed by Mr. MacGregor?

Or do you want to discuss at E(EP) on 17 July?

Eﬂ;;! H. EQ';!;':E[
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TEACHERS® PAY: NEGOTIATING MACHINERY

o
Tour minute of 6 July to the Prime Minister invited colleagues’
comments on your final proposals for new pay machinery for echool
teacheres in England and Wales.

I am content with these proposals which are in 1line with our
earlier discussions in E(EP). I also welcome your decision to
activate the Interim RARdvisory Committee for a further year
pending the passage of the necessary legislation. I have no
comments on your proposed Commons’' statement or on the text for
publication.

Unlass colleagues feel differently, I see no reason to go ahead
with the meeting of E(EP) an 17 July.

I am copying this letter to the Prime Minister, members of E(EP)

and to Sir Robin Butler.
'Z}‘;_ Lans/
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PRIME MINISTER
TEACHERS" FAY: NEGOTIATING MACHINERY

le I published on 26 April the proposals for new pay machinery
for teachers which we had agreed in E(EP). Since then I have
completed a further round of discussions about the proposals with
the employers and the teacher unions. We now have to take final
decisions on the new machinery so that the necessary legislation

can be got ready for intreduction early in the next Session.

2. The employers, the Naticnal Union of Teachers, the Assistant
Macterse and Mistresses Association and the National Asscciation
of Headteachers (NAHT) all favoured a return to negotiations. The

two smallest unions, the Secondary Heads Association and tﬂg
Professional Associatien of Teachers, and perhaps more
surprisingly the National Association of Schoolmasters and Union
of Women Teachers favoured some form of pay review, though ncone
volunteered to accept a long term continuation of the Interim
Advisory Committee (IAC) in its present form. Whatever we decide
will disappoint somebody. But it is clear that we are far from a
consensus in favour of independent review on terms the Government

could accept which would justify us insisting on that in

preference to negotiations between teachers and their employers,

X Those who favoured negotiations broadly accepted the model
set out in my 26 April proposale. The most difficult issues are
likely to be (i) the arrangements made for heads and deputies and
(ii) the extent of the Governmant's reserve powers. On (i), I
have decided, on balance, not te accede to the NAHT'e request
{from them alone) to have an entirely separate committee, but I
balieve wa can and should build in strong safequards for heads
and deputies. Recent experience in Scotland only confirms this.

On (ii), I think the Government's reserve powers must be open-
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ended: they will cover nqgﬁitiuns as well as cost and we cannot
hope to anticipate all the occasions of their use. But I am
ﬁprepared to accept that the Secretary of State should be regquired
éftu obtain the approval of each House before overriding any
;grecummendatiuns from the negotiators. I suspect that we would
i e —_=h_."--.,. x
have to concede this during the passage of the Bill anyway, so 1t
is better to provide it from the outset. The obligation to refer

matters back with reasons, the requirement for Parliamentary
approval of override and our undertaking not normally to
intervene on cost grounds with settlements falling within the
inter-quartile range should be seen by teachers as providing a
sufficient safeguard against arbitrary or inappropriate use of

the powers.

4. I conclude, therefore, that we should settle on national
negotiating machinery of the kind we agreed in April. Its main
features would be:

(a) direct national negotiations between local authority
employers and teaching unions, with no Government
presence at the negeotiating table;

a separate sub-committee for heads and deputies

a firm deadline for the completion of negotiations

——

reserve powers of reference back and override for the

Government

an undertaking that the Government will not normally
override on cost grounds a settlement falling within
B

the inter-guartile range of non-manual private sector
settlements;

an Advisory Committee like the present IAC to which
matters would be referred if the deadline passed
without a negotiated settlement being achieved.

CONFIDENTIAL
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individual local education authorities and the
governors of grant maintained schools should be able,
subject to my approval, to opt out of the national pay
and conditions arrangements and make their own local
determinations on these matters.

5. on (g) above, the employers and all the teacher unions were
opposed. All, but particularly the employers, were concerned
about the likely inflationary effect of such an arrangement and
its impact on the community charge. Most thought such a provisgion
unnecessary in view of the wide ranging local flexibilities which
have now been introduced into the national pay arrangements. It
was also seen as inconsistent for the Government to take reserve
powers to control national settlements while being ready to give
complete freedom to individual employers (this will be the most
difficult point to deal with during the passage of the Bill,
particularly if it is suspected that there would in due course be
opting out on any wide scale). Opting out is the one issue on
which wa are likely to face united ocpposition. But there were
new arguments which would call into guestion our intention to
include the powers necessary to provide for local settlements
the Bill.

[ We have also to decide what to do about the 1991-92 pay
gettlement. There is some interest on the part of the unions in
moving the settlement date from April to September but the
employers are not ready for this. I am also fearful that two
settlements within eighteen months (which is what would be
involved in a move to September) at this stage would be
inflationary. So I do not propose to do that. There were three
optione in the consultation document.

{a) There was no support for the settlement baing dealt
with retrospectively by the new machinery once the Bill
has passed and I cannot see enough advantage in it to
cause me to consider it further.
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There was support for the second option, that the new
machinery should be run on a voluntary shadow basis
during the winter, but not sufficient te guarantee a
willingness on the part of all concerned to make it
work. More important, there would be too many
opportunities for mischief, either in Parliament or in
the negotiations, when we are trying te take a Bill
through Parliament introducing a procedure which some
might be tempted to show would not work (or would
extract too high a price in enabling us to show that it
could] .

I think we must, therefore, turn to the IAC for cne
more year, with the new machinery operating for the
Eirst time for the 1992-93 gettlement. There is bound
to ba something of a public row about the postponement
of negotiations, but we know that privately most of the
teachers' and employersa' leaders have come te the same
conclusion (and indeed some would like this as a
permanent solution), so it should be tolerable. It
would have the advantage from the point of view of our
legislative programme that it would remove the
necessity to get Royal Assent to the Bill by Easter
1991. I will consult colleagues separately after the
Summer break about the remit for the IAC.

7. I believe that I must announce our decisions before the
Summer Recess by means of an oral statement in the House, not
least because we ought to tell the House of the establishment of
the IAC for one more year before it commences ite work. This
would also clear the way for the preparation of the Bill. I
attach a draft statement and a more detailed note which I should
publish with it.
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CONCLUSION
8. 1 seek your agreement and that of colleagues to

(a) new legislation in the next session of Parliament,
which is required to provide for new statutory
negotiating machinery governing teachers' pay and
conditions on the lines set out above:

the inclusion in the Bill of provision to facilitate
local determination of teachers' pay and conditions:

(c) the use of the IAC in respect of 1991-92.

9. Subject to colleagues' views on these proposals I intend
making an oral statement along the lines of the attached draft
before the Summer Recess, and publishing at the same time the
more detailed note annexed.

10. We have an opportunity to discuss these matters in E(EP) eon
17 July. Colleagues may be content to clear my proposals, which
follow closely the lines of our earlier cenclusions, in
correspendence in order give us more opticons for the date of an
oral statement. If so, it would be very helpful te have
colleagues' views by close on Friday 13 July.

ll. I am sending copies of this minute to the members of E(EPF)
and to Sir Robin Butler.

4 G

oy JH
(Approved by the Secretary of State
and signed in his absence)

-6 JUL 1380
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NEW NEGOTIATING MACHINERY FOR SCHOOL TEACHERS PAY AND CONDITIONS

Draft Oral Statement by the Secretary of State for Education and

Science

1. I wrote to the local authority employers and the teacher
unions on 26 April setting out proposals for new permanent pay
negotiating machinery for settling the pay and conditions of
schoolteachers in England and Wales. Over the last two months I
have engaged in full and careful consultations on the basis of
those proposals. I am now able to announce the Governmant's
decisions about future machinery for determining the pay and
conditions of school teachers. I intend at the earliest
opportunity to bring forward to the House a Bill to give effect
to these decisions.

2. Different and incompatible views on the proposals wera
expressed during the consultations. Most urged on us a
restoration of negotiating rights for teachers: others preferred
independent review, but they were not willing toc agree the
establishment of a permanent body similar to the present Interim
Advisory Committee. It is clear that we are far from a consensus

in favour of independent review on a basis that would be

acceptablea.

3. Accordingly it is our intention to provide for free
negotiations between employers and teachers under an independent
chairman, The Government will not be a party to thase
negotiations. There will ke no pre-set financial limit on the
negotiations. The employers will know the &ggr;aaE;“E&chaquer
Finance which the Government is ready to make available for local
authority expenditure as a whole and will consider what they can
afford in the light of that. There will be a time limit on the

negotiations.

4. If the negotiators agree recommendations before the time
limit, it will fall to the holder of my office to consider
implementation. If the time limit passes without agreement,




however, the negotiaticons will come to an end. The Government
will seek recommendations instead from an independent Advisory
Committee, broadly similar to the present Interim Advisory
Committee. This will not be arbitration. The Government will set
the body a clear and é;gpific remit. Again it will fall to the
Eaiaﬁr of my office to consider implementation.

5. I hope that it will normally be possible to accept the
recommendations which are put to us, but we have alsc to provide
for where this is not the case. If the Government is unhappy with
aspects of negotiated recommendations on pay or conditions it

will be able to refer these issues back to the negotiators,

giving its reasons. If agreement does not result from this

——

prnégés, however, the Government will need to be able to resolve
the deadlock. We shall provide for that through a power for the

Government to substitute ite own provisions on matters referred
back, subject to affirmative resolution in each House of

Parliament. It would be the Government's intenticn not normally
e —

to refer back recommendations on cost grounds if the overall cost
is within theintéfF—fuartile range of private sector settlements
for non-manual employees,

6. Within the negotiating body there will be a separate Sub-
Committee to deal with heads and deputies. Responsibility for
initiating proposals fnrdEE;ngas in the pay and conditions of
heads and deputies will rest with this Sub-Committee. The Sub-
Committee's recommendations will come to me for consideration
unless both sides in the Main Committee agree to refer them back

to the Sub-Committee, and subsequently to change them.

i The precise machinery for thie and other, more detailed,
features of our proposals are explained in the paper placed today
in the Vote Office and in the Library of the House.

8. I recognise that some employers — be they local educatien
authorities or the governors of grant maintained schools - may
judge that they could better respond to local needs and

circumstances if they settled the pay and conditiens of their




teachers themselves. As envisaged in the consultation document,
they will have the opportunity to apply to me for disapplication
of the national provisions governing pay and conditions, on the
basis that they are able to put in place satisfactory
arrangements of their own.

9. Teachers are due a review of their pay to take affect next
April. Given the nead for legislation to establish the new
negotiating arrangements, it would not be possible to deal with
this settlement undear the new arrangements, and this was accepted
by all those whom I have been consulting. None supported the
option of dealing with the settlement retrospectively through the
new machinery once it is statutorily in place. There was
insufficient agreement about the possibility of running the new
machinery on a voluntary, shadow basis in advance of legislatien.
1 have concluded, therefore, that I should seek the approval of
the House later in the year to extend the Teachers' Pay and

Conditions Act 1987 for a further, and final, year, and to invite
the IAC to make recommendations to me for a settlement to cover

the year April 1991-March 1992. The first settlement decided in

the new machinery would be that to take effect from April 1992,

10. The arrangements which I have outlined offer full and fair
opportunities for negotiation between teachers and their
employers, and a means to resclve deadlock i1if the negotiators
cannot agree. They acknowledge the interests of employers,
teachers and Government in the determination of teachers' pay.
They afford a basis for the peaceful resoclution of questions of
pay and conditions, and their adaptation to the changes which
face our schools in the 1990s.




DRAFT
FROPOSALS FOR NEW TEACHERS" PAY NEGOTIATING MACHINERY

SCOPE

; e All pay and conditions matters to be within the scope of the
negotlating machinery. Pay, duties and working time to require
the Secretary of State's endorsement and toe be governed by
statute. FProposals from the negotiating machinery for changes in

the provisions regarding teachers' pay, duties or working time

will therefore take the form of recommendations to the Secretary
of State.

STRUCTORE

2. Provision to be made by statute for two committees: a Main
Committes and a Sub-Committee to consider matters appertaining to
the pay and conditions of heads and deputies. It would be open to
these Committees to establish further sub-groups to deal with
particular matters if they so wished.

COMPOSITION

< The Secretary of State will determine from time to time

(a) which organisations representing local education
authorities or other employers of teachers in
maintained (ineluding Grant Maintained) schools should
have seats on the wmanagement side of each statutory
committee, how many seats each organisation should
have, and which members of the management side should
have votes and which cbserver status.

Which organisations representing teachers or particular
descriptions of teachers should have seats on the
teachers' side of each statutory committee, how many

seats each organisation should have, and the basis of




voting within the teachers' side.

4. What initial determinations should be made by the Secretary
of State will ba a matter for furthar detailed discussion with

the employers and teacher unions when the new machinery is being

established, but the parameters the Secretary of State has in

mind at present are:

(1)

to limit the size of each side of the Main Committee to
a maximum of 20 representatives and to limit the size
of each side in the heads and deputies Sub-committee to

a maximom of 10.

To provide for the Catholic Education Council and the
General S5ynod of the Church of England Board of
Education each to appoint one cbserver to the
management side, and for an observer representing GM
schools, to be appointed initially by the Secretary of
State.

To limit membership of the teachers' side to those
unions with more than 10,000 members - NUT, AMMA,
HASUWT, NAHT and PAT - and to the SHA which represents
nationally a smaller group of teachers with distinctive

interests.

To establish the voting strength of unions represented
on the teachers' side of the Main Commlttee on the
basis of one vote per 10,000 relevant members or part
thereof, and in the Heads and Deputies Sub-committee on
the basis of one vote per 1,000 relevant member=s or
part thereof: "relevant members" in each case would be
defined following discussion with the teacher unions,
who would then be required to make annual returns of
these numbers to the Secretary of State,

CHATRMARSHIP




5. The Secretary of State will appoint an independent chalrman,
after consultation with both sides of the Main Committee, who
will chair both statutory committees.

FROCEEDINGS

B . The Secretary of State will have a power to make provisions
as regards the proceedings of the negotiating machinery by
regqulations. The negotiating machinery will be free to adopt its
own rules as regards proceedings on all matters not covered by
those regulations.

Ve The Secretary of State has it in mind at present to make the
fellowing provisions in regulations:

Genaral
(i) subject to (vii, viii and ix) below, decisions in each
of the statutery committees will be reached when the

two sides are in agreement with each other;

{ii) the position of each side shall be determined by a

simple majority of the votes cast within that side,

———

Relationship between Main Committee and Sub-Committee

(1ii) agreements reached in the Sub-Committee to take the
form of recommendations to the Main Committee;

{iv) the Main Committee not to be able to considar any
matter appertaining to the pay and conditions of heads
and deputies on which it has not first received a
recommendation from Heads and Deputies Sub-committes;

If the Sub-Committee iz unakle to make recommendations
en the pay, duties and working time of heads and
deputies to the Main Committee, the Main Committee
shall, on the negotiating deadline (see paragraph B




below), tell the Secretary of State that it is unable
to make recommendations to him as regards the pay,
duties and working time of heads and deputies;

If the Sub-Committee makes recommendations on the pay,
duties and working time of heads and deputies they
shall be considered by the Main Committee.

If the Main Committee does not resolve before the
negotiating deadline established by the Secretary of
State to refer some or all of those recommendations
back to the Sub-Committee it shall on or before that
date adopt the recommendations and send them to the
Becretary of State for his consideration.

As regards matters referred back to the Sub-committas,
if the Sub-committes makes the sams or fresh
recommendations to the Main Committee before the
negotiating deadline the Main Committee shall, on or
before the negotiating deadline, adopt those
recommendations and send them to the Secretary of State
unless it resolves to substitute its own views. If the
Sub-committee is unable to respond before the
negotiating deadline the Main Committee may agree
either to adopt the original sub-Committee
recomnendations or to substitute its own views: in
either case it will then send them to the Secretary of
State. If the Main Committee is itself unable to reach
agreement, however, it will tell the Secretary of State
that it is unable to make recommendations to him as
regards the pay, duties and working time of heads and

deputies;

recommendations from the Sub-Committee on other matters

appertaining te the conditions of service of heads and
deputies shall be considered by the Main Committee,
which shall within one month of notification by the
Sub-Committee either refer some or all of them back to
4




the Sub-Committee or adopt the recommendations and
promulgate them.

HEGOTIATING DEADLINE

8. If either of the statutory committees resolves to start
negotiations about pay, duties or working time matters, where the
intended outcome will be recommendations to the Secretary of
Stata, the Chairman will notify the Secretary of State of the
matters they will be considering and the date from which they
would want any changes they may recommend to take effect (the
"settlement date"), and ask the Secretary of State to specify a
date for the completion of negotiations. The Secretary of State
will be under a duty to specify such a date (the "completieon
datel .

9. If the Maln Committea has not made recommendations to the
Secretary of State before the completion date is reached, the
Secretary of State will at that point ask the Chairman whether
tha Main Committee has agreed recommendations to him as regards
changes to the statutory provisions relating to the pay and
conditions of heads and deputies and of clasercom teachers
respectively. If the answver to the guestion is "yes" for both

groups, the Secretary of S5tate may receive recommendations

{a) for changes to existing provisions (in particular pay
rates) ;

(b) for adding new provisions or deleting existing ones.

He would then consider these, using his reserve powers (see
paragraphs 12 and 13 below)} if necessary.

10. If the answer is "no" for both groups, the Secretary of
State would autematically (=ee paragraph 14 below) refer matters

to an Advisory Committee (see paragraphs 14-16 below).

11. If the answer is "yes" for one group and "no" for the other,




the Secretary of State will automatically refer the pay, duties
and working time of the teachers for which there are no
recommendations to the Advisory Committee. He will consider the
pay and conditions of the group for which recommendations have
been made himself, except that if it is the pay of classroom
teachers which has been referred to the Advisory Committee he
will, if he considers it appropriate, have discretion to ask the
Advisory Committee to consider heads and deputies at the same

time.

12. When the Secretary of State has received recommendations
from the Main Committee for changes in the statutory pay and
conditions provisions he will be empowered to accept those
recommendations or refer =ome or all of them back to the
Committee, with reasons, for further consideration within a
dafined timescale.

13, If the Secretary of State is unable to accept the

recommendations following a rta_fgr_et}g_k_:ﬁ;]g_hﬁ_ﬂill_ba empowered,
on' the grounds stated in the reference back, to substitute his
own changes to the statutory pay and conditions provisions for

e ——,

those recommended to him.

e —

ik,

ADVISORY COMMITTEE

14, If at the negotiating deadline the Main Committee is not in
a position to send to the Secretary of State agreed
recommendations for changes to the pay, duties and working time
of aither classroom teachers or heads and deputies the Secretary
of State will normally seek recommendations instead from an
Advisory Committee. He would be under a duty so to do if the
negotiations fell within the regular annual cycle and looked
towards the normal settlement date. But in the event of in-year
negotiations it should be for the Secretary of State to judge
whather it would be appropriate to make such a reference or to
leave matters to be considered again in future negotiations.




15. The Advisory Committee will be appointed by the Secretary of
State and will report to him on such matters relating ta the pay
and conditions of teachers as he may refer to them, taking
account of any directions which he may give them as to the
considerations to which they are to have regard and any financial
or other constraints on their recommendations which he may
specify. Before making recommendations to the Secretary of State
on the matters referred to them the Advisory Committee shall
afford associations of local education authorities, bodies
representing other employers of teachers in maintained and grant
maintained schools, and the teacher unions an opportunity of
submitting evidence.

16. The constitution and proceedings of the Advisory Committee
will be as set out in Schedule 1 to the Teachers Pay and
Conditions Act 1987.

IMPLEMENTATION OF CHANGES IN STATUTORY FAY AND CONDITIONS
PROVISIONS

17. Where the Secretary of State proposes to accept
recommendations made to him by the Main Committee, whether or not
they follow a reference back, changes will be implemented by
means of an Order made by the Secretary of State.

18. Where the Secretary of State proposes to accept
recommandations made to him by the Advisory Committee, the
changes will be implemented by means of an Order made by the

Secretary of State subject to annulment in pursuance of a

rEEDIHEEun of either Houee of Parliament.

19. Where the Secretary of State proposes to implement changes
which result from the exercise of his powers to override
recommendations coming from the Main Committee or which
materially modify or substitute for recommendations made to him
by the Advisory Committee, he will only be able to do so by means
of an Order which has been apprnved_zﬁ_azﬁft by resolution of

o




each House of Parliament.

e
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20. Before making any Order to change the statutory pay and
conditions provisions the Secretary of State will have to consult
the bodies represented in the negotiating machinery about the way

in which it is proposed to give effect to those changes.
LOCAL PAY DETERMINATION

21. Legislation establishing new national pay negotiating
machinery will alsoc contain provision for individual local
authorities or the governing bodies of GM schools which wish to
do s0 to determine teachers' pay and conditionz locally.

22. Provision will be made for local education authorities and
GM school governing bodies to apply to the Secretary of State for

the provisions of the Act obliging them to pay teachers' only in

accordance with the scales and other provisions resulting from
the national pay determination process, and giving statutory
force to national conditions of employment, to be disapplied from
them. Applicants would be required to state what provisions they
proposed to put in place of the national arrangements.

23. The relevant provisions of the Act would apply to teachers
in all LEA maintained schools and GM schools unless specifically
disapplied by the Secretary of State.

24. Before making an application local education authorities
would be obliged to consult on their proposals for local pay and
conditions provisions with the governing bodies of their
maintained scheools, and with the local representatives of teacher
unions recognised nationally for pay determination purposes. The
governing body of a GM school would be cbliged to consult with
thea staff of the schocl. In each case applicants would be
required to report the views expressed, together with their
comments on those views, to the Secretary of State when making
the application.




25. If the Becretary of State approved an employer's
application, the national arrangements would cease to apply from
the date the employer put the arrangements described in the
application, subject to any variation agreed by the Secretary of

State, into place. The local pay and conditliens provisions put
into place by a LEA would apply to all the schools it maintained.

26. Once the relevant provisions of the Act had been disapplied
from a local authority or a governing body their future appreoach
to pay and conditions matters would be unconstrained except that

(a) any change in their initial lecal provisions with 12
months of the date of their implementation would
require the Secretary of State's consent; and

local education authorities would be placed under a
general obligation to consult with the governing bodies
of thelr maintained schools and with the teachers
concerned before implementing proposals for changes in
local pay and conditions provisions.

DES
July 1990
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Tha Rt Hon John MacGregor MP
Secretary of State for Education and Science
Department of Educatien and Science
Elizabeth House
York Road
London
EE1 7PH
20 April 1930
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TEACHERS' PAY: LOCAL PAY DETERMINATION

Thank you for copying to me your minute of, 27 April to the
Prime Minister.

2 I am content generally with your proposals which,as agreed
by E(EP), avoid putting unnecessary obstacles in the way of
opting for local pay determination. I am a little concerned
however about the proposal to oblige an LEA after opting out to
consult with governing bodies of their maintained schools and
local representative of trade unions recognised nationally before
implementing pay settlements. I understand your desire to ensure
that the views of governing bodies are considered and to provide
some protection for the interests of those small unions such as
thie PAT. But I think it would look very odd for us to oblige any
employer to consult with particular trade unions whether they
recognise them locally or not. Also if an LEA is determined not
to take account of the views of particular trade unions they will
presumably not do so whether or not they are obliged to consult
with them. I am not convinced therefore that such an obligation
would be appropriate or effective.

3 On a second point, the aim of the proposals is to facilitate
opting out. This does not really come across from the note you

propese to circulate. Perhaps the drafting could be locked at to
present the proposals in a more positive light.

4 Copies of this letter go to members of E(EP) and to

Sir Robin Butler.
I':mﬂs Pvaan—

RORMAN LAMONT
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PRIME MINISTER

TEACHERS' PAY : LOCAL PAY DETERMINATION

I have read with interest John MacGregor's minute of 12 April. I
welcome his approach. It should supply at least a measure of
flexibility, and begin to enable those wheo wish to avail
themselves of opting-out the chance to deal with recruitment,
retention and staffing problems in a more efficient and pragmatic
way .

I am copying this minute to John MacGregor, other members of E(EP)
and to Sir Robin Butler.

1. 4.

M H
| ¥y April 1990
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TEACHERS' PAY: LOCAL PAY ADDITIONS

The Prime Minister is broadly content with your Secretary of
State's proposals to permit individual authorities or the
governing bodies of GM schools to determine teachers' pay and
conditions locally, where they wish to do so.

The Prime Minister has suggested however that the
requirement to consult - after local education authorities have
cpted out - might, on the employee side, include an optien te
cupsult the staff of schools themselves, rather than the trade
unions.

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

\I'FM

'Emwg

(B-H. POTTER)

Stephen Crowne, Esg.,
Department of Education and Science.
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TEACHERS' PAY: LOCAL PAY DETERMINATION

The procedure which the Secretary of State outlines for dealing
with 4initial applications to opt-out of the national pay
arrangements 15 reaﬁqnable The aim must be to avoid making the

process too difficult and that must be reflected in the details
of the 'guidance’ which will be worked out later.

The Secratary of State proposes that local authorities and

governing bodies should not change their initial local provisions

AL

within 12 monthe without his consent. To extend that period

would to some extent undermine the basie argument for local
settlements, but it does beg a guestion about the ultlmat&
sancticons which the Secretary of State has to deal with a lacal

authority or governing body which acts unreasonably or without

regard to proper cost efficiency. Mr Macgqregor should be asked

to clarify that point.

Mr Macgregor wants to impose a "reguirement to consult® on LEAs

after they have opted-out. To protect the position of governing

bodies in this way has a clear value; but must the consultation
| on the employes side necessarily be with the trade unions? Would
it not be consistent with the Government's general position to

vfi give an option to consult the staff of schools themselves?

HOWELL HARRIS HUGHES




LUNFIDFL‘HI b B i

i H"»"hﬂ-'-l
TRe R UL tongudoy 04 Propescds
™ Clifoey LEW tanel & M. Schauls to
"'h_-t_' +1 ' g al Vel l}v.‘_l_,:l LLEE%*M;\
t W Bg Re € vk mang
G - L L e ol
ﬁwﬂwﬂ. SIS tpmong wel™ |t
PRIME MINISTER ' "™tod dual bt ol by Fred v B Luond ey ?

, 1E|| |-:I 5 = 2 e s e
f{f%;,,[x i Mﬁ'\ B LEME widl he wuedh w8

- .
TEACHERS' PAY: LOCAL PAY UETERHIHETIDHGr T e vy -.'[ ¥ Ao
¥ _ ko ine winig=n. mmmlék
PONRE G Gl o Y T 2 ppletn
I was asked at the last meeting of E(EPF) on 27 March, to report MM o s

back to the Sub-Committee with my detailed proposals for a E#P
1l
controlled approach to local pay determination before embarking

on the next round of consultations with employers and teacher '

unions about my proposals for national negotiations. I enclose a

HEFE getting out my prqP?sals. Bt o i

A ——| o
The aim of the arrangements is to facilitate opting ocut by; ’}Pinuda
employers who wish to put in place lacaiiguéﬁtermined provisicns
fnr péy qu cnnditlnns, while allowing me to refuse applicaticns
from employers who simply wish straightaway to strike dewn the Agp
statqu;y_gtructure which, with the IAC's help, we have put in,

_-lFI
place. The situation is thus distinct from that of local T

.

| :..n‘l'—'“"-] X

authority A, P, T and C grades where the natienal arrangements
are nnnhstatutnry, and Kent has opted out of them entirely at its
own discretion. I have sought to achieve the aim First by making
local ﬁay determination auh]ect to my consent, and second by
insisting that employers actually put_zﬁfgzplaca for at least 12
months the prospectus on which they obtain my agreement. That
ensures that_ﬁpgiiaﬁnts have to make a genuine first deal, though
I recognise that after 12 months they are free agents, with all
the risks which we have noted at earlier meetings. But that
freedom is implicit in the notion of local determination. The
emphasis in approving applications is on pay and conditions
outcomes, not on the form of local machinery.

I do not think that the Act need set a specific test which
proposals must satisfy before I can give my consent. I would
expect in due course to give some guidance about the kind of
factors 1 would expect applicants for opting out to address. I

CONFIDENTIAL
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do not think we need be drawn on that publicly at this stage, but
my intention would be to say that proposals should be designed to
provide better value for money and/or lead to more effactive

r

education in thnlgcpl area or school concerned than the national

arrangements currently in force, and should address in particular

issues of recruitment, retention and motivation, efficiency in

teacher deployment and improved cost effectivenass.

The proposals are, I hope, largely self-explanatory, but I draw

attention to the consultation requirements proposed. There are

two aspects to them.

(1)

the first relates to the initial application to opt out
of the national arrangements. I think the requirements
I have proposed (paragraph 4 of the note) are prudent
given that I shall be exercising a contentious
discretion and shall need to do so in a way which will
withstand judicial review. I doubt in any case if we
could get away with anything less in the House.

the second relates to the conduct of local educaticon
authorities after they have opted out. There is a
difficult pmlIEEEal judgement to be made here. ©On the
one hand it would be natural to leave it up to opted

out LEAs to decide which teacher unlnns, if any, they

wish to consult or nEgutzate with, anﬂ whaether to give

governing bodies any say before reaching local

o W R A
settlements. ©On the cther hand a requirement to
consult would provide some protection for the interests

uf the mlnurlty unions (PAT and the Headtaachers),

Hhuse views may be more helpful to us than those of the
big battalions. It would alsc ensure that the views of
governing bodies were considered - important because
LEA=s may seek to chip away at the pay discretions which
we have placed in governors' hands. I am inclined to
think, on balance, that there should be an okligation
to consult (paragraph 6(b) of the note)—

CONFIDENTIAL
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I would not envisage any special financial arrangements being

made for opted out authorities. They would make their local pay

and conditions determinations within the general local authority

funding framework, taking account as they saw fit of their

revenue support grant settlement and the community charge
implications of their decisions.

Subject to colleagues' views on my proposals, I anvisage the note
anclosed with this letter being incorporated with the prupEEETE—
for new negotiating machinery set out in E(EP)(90)1 in a single

—
e

document which will provide the basis for a fresh round of

AT

‘discussions with the local authurity.Empiayerg and the teacher
unions. Time is now getting short if we are to be ready to
legislate in the next session. I need to initiate those
discussions no later than the end of this month. I must
therefore ask for comments by Friday 20 April at the latest.

Copies of this letter go to the members of E(EP), and to Sir
Robin Butler.

ALY

JM
12 APRIL 1990

(Approved by the Secretary of State
and signed in his absence)

CONFIDENTIAL
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. FROVISION FOR LOCAL PAY DETERMINATION: DETAILED PROPOSALS

: 4 The Act establishing new national pay determination
arrangements should contain provision for individual loeal
authorities or the governing bodies nf GM schools which wish to

e

do so to determine teachers' pay and cnnditinns lncally‘

2 The Act would provide for lecal education authorities and GM
school governing bodies to apply toc the Secretary of State for
the provisions of the Act ﬂhliﬁinq them to pay teachers' only in
accordance with the scales and other provisions resulting from
the national pay determination process, and giving statutory
force to national conditions of employment, to be ﬂlSﬂppllEd from
whoRell_ L S etk

vt
them. The applicant would be required to state what provisions he
proposed to put in place of the national arrangements.

3. The relevant provisions of the Act would apply to teachers
in all LEA maintained schools and GM schools unless sgpecifically
disapplied by the Secretary nfrstate_+

4, Before making an application a lecal education authority
would be obliged to EEPEE}t on their proposals for local pay and
conditions provisions with the governing bodies of their

maintained schools. The governing body of a GM school would be
obliged to consult with the staff of the gchnql. The LEA ought

——m

also to consult the lecal representatives of teach&r unions
recﬂqnzsed nationally for pay determination purposes. In each

case the applicant would be required to report the views
expressed, together with their comments on those views, to the
Secretary of State when making the application.

5. If the Secretary of State approved an employer's
application, the national arrangements would cease to apply from
the date the employer put the arrangements described in his
application, subject to any variation agreed by the Secretary of
State, into place. The local pay and conditions provisions put
into place by a LEA would apply to all the schools it maintained
(including its voluntary aided scheools).

CONFINENTIAI
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6. Once the relevant provisions of the Act had been disapplied

from a local authority or a governing body their future approach

to pay and conditions matters would be unconstrained except that

aj

any change in their initial local provisions within 12
months of the date of their implementation would

regquire the Secretary of State's consent; and

local education authorities would alsoc be placed under
a general obligation to consult with the governing
bodies of their maintained schools, and with the local
representativesa of trade unions recognised nationally
for the purposes of pay determination, before
implementing proposals for changes in local pay and
conditions provisions.

CONFIDENTIAL
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The Rt Hon Norman Lamont |

Chief Secretary

HM Treasury

Parliament Street

LONDON

SWIP 3AG g April 1980

TEACHERS' PAY 1990/51 et

Thank you for your letter of 29 March, élba;rut the teachers' pay settlement
in Seotland. '

I acknowledge that it would be useful to have some advance warning of
the likely level of settlement in SJNC. In practical terms this is virtually
impossible. When both the Management and Teachers Side of SJNC agree
on a pay award their agreement has immediate effect. There is therefors
no intervening period during which [ can report to colleagues on the
agreement. My officials do however report to the Treasury and other
Departments following each negotiating meeting and where appropriate
qualified speculation can be made about the likely outcome of negotiations.
| think this is the best we can do in the circumstances.

As | said in my letter to you my officials will certainly press for greator
flexibilities to be introduced into the teacher salary arrangements here as
part of the SJNC review of salary structures. | believe that the
employing authorities share that basic objective and will therefore play
their [ull part in establishing this as a central feature of the review.

| am copying this letter to the Prime Minister, the Secretaries of State for
Education, Employment, Wales, Northern Ireland, Environment and to Sir
Robin Butler.

MALCOLM RIFKIND

CMS033P3
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The Rt Hon Malcolm Rifkind QC MP
Secretary of State for Scotland
Scottish Office

Dover House

Whitehall

London

SWIA 2AU

2N wMarch 1990
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TEACHERS' PAY 1990-91 L}#,sfrﬁ
YA
Thank you for your letter of March in which you provided

details of a pay award for teachers with effect from 1 April 1330,
agreed by the SJHC, whose decisions you have explained have
mandatory effect.

- 4 You record the view of the Management Side that it was
important to reach early agreement. Whilet I know that these
negotiations are between the parties represented on the 5JNC, it
ig a pity that you were not able to inform me about the settlement
before it was agreed. I am sure you will appreciate that it is
desirable for us toc be able to have early notice of all proposed
public sector awards in view of our interest in the prevailing
public sector pay scene.

3. I note your acknowledgement that the salary arrangements for
Scottish teachers are excessively rigid and that as part of this
year's settlement it was agreed that the SJNC should review the
structure with the aim of exploring the introduction of
flexibilities and local disecration. 1 am sure that thie is the
right direction in which to move, but I am sorry that in the event
no such flexibilities have been achieved within this vyear's
settlement. Its acroes the board nature runs counter to our
general objectives and to the thrust of any recent public sectoer
Fay settlements, not least that stemming from the IAC
recommendations.

4. Finally, I also note, and indeed share, the concerns which
you report have been expressed by some local authority
representatives about the community charge implications of going
beyond their budgeted level of this settlement.

- I am copying this letter to the Prime Minister, John
MacGregor, Michael Howard, Peter Walker, Peter Brooke, Chris
Patten and to Sir Robin Butler.

I!.-"‘"-r_.a—"'

Ak
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PRIME MINISTER

MEETTHG OF E(EP]: 22 MARCH

You saw over the weekend some, but not all, of the papers for

tomorrow's meeting of E(EF).

The mesting was arranged to consider further the two issues

e ———

discussed at the last meeting of the Committee, namely:

——

$tudentmgpiun5

i

Machinery for teachers' pay

In both cases you commissioned further work and John MacGregor

—

has now submitted new papers.

The material for each agenda item is organised in the two

dividers.

Divider 1 - Studept Unions

You did not zee any of these papers at the weekend. They are:

Flag A John MacGregor's latest paper covering the three

follow=-up issues Df?

hybridity;
the mechanism for voluntary local union
memberehip;

calculation of affiliaticn fees.

Cabinet O0ffice briefing setting ocut the issues for

discussion.

CONFIDENTIAL




- a note by Brian Griffiths in which he guestions
:
whether it makes political sense to procead with a

Bill in the 1990-91 sessicn.

Divider 2 - Teacherg' Fav

You saw over the weekend an early draft of John MacGregor's

latest paper, which is at Flag D. The final wversion of the paper

contains only mincr dgﬂfting changes; and ; as you had marked up

the earlier Flag D version, you may_ﬁrefer to continue to use

Ehat., The final version is at Flag E in case you wanted to make

“any precise guotes during the course of the meeting.

L e — —

The briefing, which vou have not seen before is:

Flag-—F Cabinet Office

Brian Griffiths

===

PAUL GRAY
21 MARCH 1950

a:\wpdocs\economic\ E(EP) . MEM
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TEACHERS® PAY: LOCAL FLEXIBILITY

After much affert, the DES have at last come up with proposals

to introdoce greater flexibility into teachers' pav.

= T

Thay consider four options but in reality there are two:

L. —y e

(a) Free pay bargaining with a voluntarv National Jeint Ceouncil.

(b} -Btatutocry naticonal arrangements with the possibility for

individual empI&Vers to opt out.

- =

The Becretary o 3tate makes it c¢lear that he would s£ill prafer
to go on with the existing flational machinery with the possibility

of an independent advisory body. He also argues that employers

can do most of what tﬁey want locally within the existing

flexibilities. We should argue that a second stage "arbitrator®

ugually pays more, that the flexibility of the uxiétiug Eystem
must always lead to higher salaries and that productivity
measurements and other conditions imposed on local Ifreedom are

extremely difficult to police.

(a) Free Pay Bargaining

Most employers would choose to join a Wational Joint Council but

its recommendationa would not bind anyons. The Secretary of State

Sﬁﬁﬂses the 1dea becanse there wounld be no control over the cost

of teachers' pay settlements 'save the discipline of the community

charge'. Be .argues that the system ©of unfettered national pay
e ———

argainir ol produce strong pressures for higher se ements,
bargaining would prod s I higl ttl t

followed by demands for more central government funding.




This is a fundamental issue. Under any method of settling teachers!'

pay, the government must at =ome pﬂI;:‘tuke ite stand on funding.
If the teachers' unions are determined to opposs an offer, it
matters little whether the offer is made through a NJC or some
other means. The gquestion is whether this particular proposal

would produce the local benefite we want.,

The Secretary of State then argues that the proposals would not
produce the more flexible career and pay structures which the 1987

scheme has developed; that it would be "a considerable step back".

P

We should argue that local education authorities and the governors

of G-M schools would be directly accountable to parents and
——

communities who will want results, and they will have to compete

with —#2TN’ other to provide +the career structures and pay

differentials which first class professicnals want.

L e — e

(b) Statutory National Arrangements with Opting Out

As the DES note arguas, negotiations on the right to opt out would
be difficult at the outset but might lead to a situation in which
so many local empleyers had done so that it usherad in a free pay
system - buot one in which those whe had opted out would waitr to
se2 what the natioenal negotiations produced before doing anything
themselves. If this were to happen then the result would be as

in (a) above,

It 1s particularly important that the conditions under which either
G-M schools or LEAs can opt out are not made onerous. It is

extremely important not to give DES cificials discretion over these
matters.




Conclusions

Controlling ftotal costs o©f teachers' pay is diffieult wunder
any proposal for negotiating teachers' pay: it would be fatal
1f we did not now raely on tha community charge to achiewve this.

Local wariations are best achieved by giving G-M schools and

LEAs the right to opt cut of any system.
Conditions for opting cout should be as simple as possible.

Recommendation

Cption tal Free Pay Bargaining offers direct pay negotiations with
maximum Scope f[or local decision taking. &Any G-M school or LEA
could opt out. It does not reguire legislation to establish and
employers would be free to impose a settlement if no agresmant

were reached.

The LEAs and G=M schools will be accountable to parents and
comminities and they would have to compete to provide an efficient

structure within which professionals can do their job.

It local pay settlements modify naticnal provisions, that will
have to be financed out of the community charge. There may well

be demands for increased central Tunding at that peoint; but undex

any escheme, the government must at some point take its stand and
it 15 better that it should do so within a structure which produces

the greatest devolution of power.

The DES must be encouraged to overcome its resistance to this

cpticn.

Uuovne Bosk #WWW"

Fii BEIAN GRIFFITHS HOWELL HARRIES HUGHES
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FUTURE MACHINERY POR SCHOOL TEACHER'S PAY AND CONDITIONS
E(EP) (90)1 and E(EP) (90)4

DECISIONS

1. Mr MacGregor seeks guidance on the next round of
negotiations on teachers' pay machinery. He remains concerned
about the difficulties associated with moving towards local
negotiations but sets ocut four options fDI'EEI;E_EET You will
wish to decide which of the cptions should be purayed:

- i entirely wvolunptarvy machinery, including complete

——

freedom to opt out;

1i. gtatutory national machinery for negotiations subject

to Government override powaers, as proposed by Mr MacGregor

last time, but with the ability to opt out with the
Secretary of State's approval. This is the option which Mr

MacGregor himself would prnfer}

iii. p permapent independent adviscry baody, like tha IAC,

again with the ability to opt out if the Secretary of State

agrees;
ey

iv. gtatutorv national machinery for negotiations with
more scope for local flexibility but without the ability to
opt out completely.

A_fifth option, not mentioned in the paper, might be to allow
qranthmaintain;q;ﬂgghenla to opt out of national— negotiating

g el
machinery,

| ———
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" If vou decide that opting=-out of national negotiations is
essential and do not accept that local negotijations are

impractical at present the cholice may narrow down to options 2

and 3. of
- " 3 I3 - o

Eenetrained ~negotiations and an advisory body. You may in

particular—want to consider whether under option 3 the

Government could simply retain the IAC and what the legislative

implications of that would be.

BACEGROUND

i When E(EP) discussed teacher's pay on 15 January Mr
MacGregor put forward proposals for employer teacher negotiations
on the same lines a= Mr Baker had suggested in the summer
(employer/union negotiations without a Government preasence,
reference to an IAC-type body if no agreement reached within a
defined timescale, Government powers to refer back or override
settlements, and a Government undertaking not to override
settlements falling within the interquartile range).

4. He was asked to do further work on the options for achieving
greater local flexibility, in consultation with the Chief

Secretary, and to report back.

MATN ISSUES
5. ¥You may wish to organise the discussion by going through the

cptions which are mecst conveniently set out in Appendix 1.

Option 1: complete removal of statutory controls on pay and
conditions.

L

6. This would ke achieved by allowing the legislation on
Teacher's Pay and Conditions to expire. Mr MacGregor opposes
this option on the grounds first, that it would erode the
structure of pay and conditions established by the Government;
and second, that employers would opt out to pay higher rather

than lower rates which would increase community charges. He

CONFIDENTIAL
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believes that the Government could not prevent a stalemate in the
negotiations, but would be hlamed for it. ¥You will wish to

decide whether vou accept these arguments.

Option 2: national teacher/employer negotiation with opting out.

1 This option would adopt the national negotiating machinery
which Mr MacGregor outlined in his paper to the last meeting but
combine it with the ability for individual local authorities to
opt out and conduct local negotiations if the Secretary of State

approved. You will wish to explore how this would work.

i. Mr MacGregor proposes that an auvthority wishing to opt
out should have te satisfy the Secretary of State that ite

p—— ¥ It
own local arrangements would be more cost effective in local

circumstances than participation in the national

arrangemerits. You may wish to ask what a local authority
would have to do to satisfy this criterion.

ii. the paper says that there is neo realistle prospect of

opted-out authorities implementing arrangements which are

lasse generous than the national arrangements (end of

pg;hgraph 1;: Thiz seems to assume that there are no

administrative or other savinags which could be made tgo
balance local pav arrangements.

iii. He also proposes a long-stop power to direct employvers
proposing unreasonable changes in pay and conditions. ¥ou
wilfphish to ask in what circumstances this power might be
used, Would it be possible to bring a local authority back
into the national machinery if it abused its authority to
conduct local negotiations?

iv. the Government's overriding power would be subject to
negative resolution. There would be pressure to make this
the affirmative procedure. You may wish to consider whether
this would be acceptable.

CONFIDENTIAL
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Va There would be an undertaking that the Governmant
would not normally override on cost grounds a settlement
falling Eithin_the inter-quartile range. ¥You may wish o
ask if Mr MacGregor intends to make it clear that following

ay settlemen here would be no guesticon o sxt1a  gran

from central Government to pay for the emplovment of more
Leachers.

vi. In his earlier paper Mr MacGregor proposed moving the
sattlemant date to September. How does he propose 1o
manage the transition from the existing date, and would this

involve making concessions?

option 3: pational pay determination by an independent body.
8. Many of the points above are relevant also to this option.

You may also wish to ask:
b, e h

- A5 what form of independent advisory body has Mr MaoGregor
in mind. Could it simplv be the JAC?

ii. what the implications would be for the contant and
timing of legislation. If it were the JAC, could
legislation be deferred?

iii., Mr MacGregor says that one disadvantage would be that
as more LEAs opted out the advisory body would become
unreliable. But would not a gradual move of this sort away
from national arrangements be an advantage?

Option 4: increasing local flexibility.

9. Mr MacGregor's alternative to opting out is to allow
amployers to make payments to teachers other than those spaﬁi;iﬂd
in the Pay and Conditions Document. It is not clear whether he

is advocating increasing local flexibility in the context of the

existind_lhc machinery, or as part of his new system of national

—
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teacher/employer negotiations, or perhaps independent pay
determination. You may wish to ask him to explain this proposal

further,

10. While his proposal would allow individual authorities to
pay more it would not permit them to pay less than the national
rate.

) elexibility.

Scotland.

11. You may wish to check what Mr Rifkind would have in mind for
Scotland, which still has Burnham=-type machinery, in the light of
any changes proposed to the system in England and Wales.

Grant maintained =chools.

12. If opting out were to be pursued grant-maintained schools
would, under the proposals, have the same powers to opt out as

local education authorities. If vou decide pnot to press shead
with general opking out vou may still wish to consider whether
specific provision should be made for grant maintained schogls.

Timing and Legislation.

13. Mr MacGregor proposes as a next step to consult emplovers
and unions. You will want to decide on what basis this
consultation should go ahead. He had originally intended to
legislate next year, if possible in time to use a shadow version
of the new machinery for the 1991 settlement. You may wish to
check that this timetable could gtill be met in the light of
E(EP)'s decisjions.

HANDLING

14. The Secretary of State for Education and EBcience will wish
to introduce his paper. The Chief Secretary may wish to
comment. The Secretaries of State for Wales, Environment
(represented by Mr Hunt] and Employment may wish to speak. The
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Secretary of Etate for Scotland will have had an interest. Tha

Lord President will be interested in the Parliamentary handling.

G

—

E T J WILSON
Cabinet Office
March 20, 1930
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PRIME MINISTER rjj:

MEETING OF E(EP): 22 MARCH

At the last meeting of E(EF) in mid-February you commissioned
further work on both student unions and the future arrangements

for teachers' pay. The Committee is meeting again next Thursday
e

to review progress.

Tha minutes of the last meeting are at Flag A in case you wish to
refresh your memory.

=

On gtudent unions John MacGregor is still working on this paper
and it will not be available until Monday.

But on teachers' pay, the Department of Education and Science
have lat us have a near-final version of the paper (Flag B) for

you to look at over the weekend. You will see that further work

has now been done on varying options for increased local pay

flexibility, but John MacGregor remains distinctly cool gbout the
whole idea.

I will let you have the final version of both papers and further
briefing next wesk.

Eﬁ-r;{, :

PAUL GRAY
16 MARCH 1990

c:\wpdocsh\economic\E(EP) .mrm
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Paul Gray E=sg
Private Secretary
10 Downing Street
LONDON

EW1l
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TEACHERS' PAY MACHINERY

1 send you herewith a draft of a memorandum which my Secretary of
State propeses to circulate to E{EP) colleagues on Monday, for
discussion at next Thursday's meeting. My Secretary of State will
himself be looking further at the drafr over the wesk-and.

Coples of this letter and of its enclosure go to Carys Evane in
the Chief Secretary's 0Office, and tc Richard Wilson in the
Cabinet Office.

| ?’

A qu_x*f

I.': I'\._,_.-'—"
JOHN RATCLIFF
Assistant Private Secretary
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At 8 meeting on 7 March the Senttish Joint Negotiating Committee (SJINC)
agreed to increase teachers’ pay in Scotland by 2.95% at all points on the
salary scale from 1 April this year. The award will increase the present
pay bill of £800m by aboul t79%. The Committee has responsibility for
determining teachers' pay in Sootland and, in effect, is a forum for
negotiation between emplo ing authorities and teacher umnions, Its
decisions have mandatory effect.

TEACHERS' PAY 1990/91

The opening claim by the Teachers' Side was 15.79%. Authorities appear
to have budgeted for salary increases of between g% and #.5% for teaching
staff in setting next year's community charge levels,

In their negotiations the Management Side saw il as necessary to make an
offer which would match the overall pay bill increases flowing from the
Interim Advigory Committes recommendations on pay for teachers In
England and Wales. Al the same time, they were persuaded that a staged
award was not negotiahle because of the Sirong hoetility of the Teachers'
aide to such an arrangement, Against this background they offered an
increase of 8.6%, which, in their calculations, would cost over 7 years the
equivalent of the phased introduction of the 1AC's mﬁaﬁmand&ﬂuns {with
an average incresse of 7.9% this year Aan ' The
Teachers' Side reduced their bid of 9.3% and the Management Side
considered that an award of 8.03% would have to be afforded in order lo
reach an early settlement.
e,

e

| should say that the Management Side were much influenced by advice
from local authority officials that any delay in reaching a settlement with
teachars would be to their disadvantage, given their belief that the RPI1
and other indices are set to rise. Il was felt strongly that protracted
negotiations would increase the pressures for a high and unaffordable
sottlement. 1 have no doubt that the local authority representatives also

wanted to conclude negotiations well ahead of the lorthcoming Council
elections.

EMLOGEPG CONFIDENTIAL
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q!,* representatives who were present conflem that the local aulhority
representatives were concerned about the community charge implication of
going beyond their budgeted level, and some agreed to the fimal offer
being made only after consultations with their directore of finance.

The award for Scottish teachers for this year compares with the average
increase of 7,8% which teachers will receive in England and Wales under
the phased introduction on the IAC settlement. Against that the Tost to
authorities of meeting this year's settlement in 1981792 and in subseguent
years should be somewhat lower than it would have been under a 2 stage
phased award.

In the course of these negotiations my representatives on the Committee
drew attention to the Covernment measures Lo restrain the cost of public
service pay settlements this year, reminded authorities of the effect of a
high settlement on community charge levels, questioned the merits of
founding an award on the complex recommendations which make up the
IAC report, and pressed for consideration of a differentisted pay
zettlement to recognise the responsibilities of headteachers. g

I should add that it was also agreed as part of this year's settlement that
the SJNC could institute a very thorough review of teacher salary
structures Lo establish what is needed to meet supply and other problems
in the 1990s. My officials will be represented on that review and will use
the opportunity to urge employing authorities to explore and encourage all
possible developments of [lexibility and local discretion in the future
management of teachers' salaries. We need to encourage the much more
sensitive and flexible salary arrangements which are becoming an
increasingly important feature of teachers' pay in England and Wales into
the excessively rigid structure here.

1 am copying this letier to the Prime Minister, the Secretaries of State for
Education, Employment, Wales, Northern Ireland, Environment amnd to

Sir Robin Butler.
:

b

MALCOLM RIFKIND
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TEACHERS' PAY AND NEGOTIATING RIGHTS
THE FHILOSOPHY -

I have been giving some thought to the twin problems of
recruitment and retention of teachers, together with the new

negotiating machinery that we want to set up. Much of the

problem for retention and recruitment seems to centre on the

multiplicity of tasks that the professional teacher has to
—_ o ——

undertake rather that the pay structure. HNonetheless, it must

e

be acknowledged that the middle ranking teachers' pay does not

satisfactorily eguate to similar 'professional' pay frem the aga;fﬁ:

of say 28-40.

There is also a problem in the Government's own philesophy
between the private sector and the public sector pay. In the

private sector we encourage management to be tight and pay to

reward performance. In the public sector for inflationary

reasons we have tended to try and keep the level of pay overall

low, rather than to seek ways to introduce performance related

pay and the proper operation of the marketforce.

For teachers, it seems to me that they need to be released from

|"|'!-
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soma of the administrative tasks which are currently preventing

them from concentrating on their own expertise in teaching the

e

suhject'they have gualified in to the best of their ability and

to the benefit of the pupils. I believe that we should look

closely at a system of encouraging schools to staff themselves

more appropriately with people who will deal with the ancillary

administration, plus the professional teacher whgee task it is tu.i

——

use their expertise for the benefit of their students. At the
game time we must introduce a more performance related pay
system to ensure that we attract young graduates into the
teaching profession and retain the hEEE?E_EE?EhEIH that are
currently there. ' The present system of pay negotiation is a
blanket publie sector system which has succeeded in lowering the

guality of pecple coming into the teaching profession and gives

no hope for changing that system unless some radical thinking is

applied.
NEGOTIATING MACHINERY

We have discussed 3 different methods of setting up a system for
negotiating teachers pay over the past 18 months. Looking at

the experience of Kenneth Clarke and the ambulance workers I am

not attracted to return to a system of uninn}emplayer-

negotiations with arbitration built in and no opportunity for

———— e

entrepreneurial authorities and individual schools like GM

schools to use the market to attract high calibre teachers.

e

Egqually, I do not believe that the review body system does more

than reinforce the blanket approach to public sector employment,

- ||:

T
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~ and has done little more than keep the 1id on the more vocal
professional public, sector workers such as the Civil Service,
medical profession, the nursing profession and cthers who come
within the review body system. The third opticn of local
negotiations is one which is unpopular with the current unions

gnd also with the local nuthuritinﬂ‘ However, I do believe that

wa should be lodking very clnsely at the cppnrtuﬁltiea that wnuld

be opened up for the professional teacher if local authorities

were able to pursue a more market orientated pay system.

1 wonder whether it would be possible for us to look at a

negotiating machinery on the following lines:-

1}) The Government agrees in the Autumn to underwrite the

revenue support grant to an agreed level commensurate with the

—

inter-guartile range. That agreement is between the Government

and the local authorities and the only other sanction that the

Government would impose would be a requirement for the

negotiations to be concluded by say, mid January.

2) A negotiating body would be set up between the employers,

——

namely the local authorities, on the ona hand and the trade

unions on the cother hand. They would be charged with producing d'ﬁ

pay award, together Hith conditions of service which 1n their

E;lf would meet the requirements of local authorities rnr 5uEP1f

and retention of teachers. The effective discipline on the lunnl
F_-_' o

authorities would be having to bear the costs on the community

charge but, of coursa, that leaves the trade unicons with no

effective g;sciplinﬂ.

—_—




3) Therefore there would be a clause which would allow

individual local authorities or schools to opt out ef the

national negotiating system and undertake to negotiate loccally

with their teaching force. This would enable local authorities,

e —

who felt that the national agreements were either too low or too ZMEE-

high or unsatisfactory in any other way, to negofiate at a local

level for what they perceive to be the market rate for the job.

It would, of course, act as n'niqnificant discipline on the

uniens to know that local aunthorities and schools= had that

il

freedom.

e —

OTHER FEATURES

Before such a system was brought into being, I think it is
important that we try to address the administrative ditficulties.*

within the schools. My propesal for that would be as follows:=- f;

Each school would staff itself with professiconally qualified

teachers whose job would be clearly defined in the classrcom and;?;

as a supervisory role with their students. Schools would also

employ a rather larger number of ancillary weorkers paid at a

lower level to undertake the admissions and oversee all the

- ———

pupils out of the classroom. They could also undertake many of

the non specific tasks and the general administration of, for

example, local management, annual entrance to school, reporting
————— ..I B g

and filling in of forms, general running of the institution and

preparation within labs and classrooms where necessary.




The advantage of this would be that many of the professional

- teachers who are currently frustrated that they are unable to

" teach the subjects that they have studied would be mollified,
: s uiseiiabh

their pay could be increased, and the administration could be

undertaken by people who enjoy working in schocls who are not

necessarily qualified professionally. The knock-on advantage of

- non gualified pecple would, nevertheless, be to attract potential

e ok
recruits to teathing and they could in some cases be encouraged

to undertake teaching cnursni';: they felt the work sufficiently
rewarding. It seems to me that this would ba a much better way

 of ensuring that graduates from universities and polytechnics

could see a clear professional career ahead of them in teaching,

whilst at the same time attracting into schools people who are
not yet gqualified but may have the potentisl to become gualified,

with the additional attraction of a higher salary ahead if they

achieve suitable teacher status.

I leave these ideas with you as I feel that we should be
addressing the problems of recruitment and retention very
seriously in the next 3 months. One further thought that I
chould add to my negotiating machinery is that I do not believe
that it is necessary to build into my suggested scenario any

form of arbitration. I believe the disciplines on the local

authorities through the community charge and the discipline on

the unions of the 'opt out' laws would be quite sufficient to
bring the negotiations to a conclusion without any need for

arbitration and mechanisms to be introduced.

T would be interested in your reactions.
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PRIME MINISTER

MEETING OF E(EP), 15 FEBRUARY
You saw the maln papers for tomorrow's meeting last weekend.

There are two agenda items and the papers are in the two

dividers below:

student (Jbafe, Usdcha S

Future Machinery for Teachers' Pay

student Rbgag Lai WS

You saw at the weekend the DES paper. Also now included in the
divider is a Cabinet Office brief.

Teacherg' Pav

Again, you saw the DES paper over the weekend. There are also
now two briefs, from the Cabinet Office and Brian Griffiths.
Brian supports the basic recommendation eof returning to direct
negotiations, but recommends you should:

resist allowing the IAC to be an arbitration beody if
tha two sides cannot agree;

continue to press your coriginal wish for more local

decision-making, which John MacGregor is resisting.

Pecc.

14 February 1990

c:h\Zwpdocsheconomich\E(EP) .eam




PRIME MINISTER 14 February 19%0

E(EF): FUTURE MACHINERY FOR TEACHERS' PAY AND CONDITIONS

The DES have been putting forward proposals to replace the Burnham

system since 1987. Their initial preferred op for a

review bﬂd§: Since this was not accaptable to E{(EP), they have

put forward other proposals for direct negotiation between employers
and teacher unions. They have now come forward with a specific
proposal for new negotiating machinery, but also with a strong

plea that they should keep in reserve the possibility of some

independent advisory body similar to the IAC.

= P — i i

This suggests two things:

{a) their present preferred option remains scome form of pay

review body - even though they are prepared to put forward
T

other proposals; their heart is not really in these proposals;

it is high time we came to some conclusion in this debate:
i1f we do not,; we shall find that, by default; a pay review
body will be the only option available, given the time by
which it has to be put in place.

The New Proposal

g a return to direect negotiations the new proposals should be
welcomed,

But I hawve two serious r&servatiqng,

—

(1) Second Stage Body

If the deadline for negotiations between local authorities




and teacher unions passes without agreement, the Secretary
of State will refer the matter to an IAC-type body. This

ig geparate from the government having reserve powers.

Giving the government reserve powsrs to override if neceassary

the settlement is desirable, though exactly how easy it

would be to implement is far from clear. But referring
a deadlocked negotiation to an IAC-type body smacks of

arbitration. In addition, both sides to the negotiation

would have an incentive to lobby such a body to finance

_——

a4 higher award from taxpayers funds.

=

Recommendation

Reject the Second S5tage Body because of its inflationary

potential. Place considerable emphasis on the reserve

powers of government.

Local Decision=Making

The prepeosals in thie area - not to allow either local
authorities or G=M Bchoole to negotiate directly - are

T — a

frankly fEEblérIn the axtrams,

. ———— —_ =

—

E{EP) in June gave a very clear remit for the DEE to

come forward with proposals to encourage maximum local

decisionmaking in pay matters. This the ﬁéﬁqﬂccum&nt

=

has not done.

————

In Appendix D the Secretary of State puts forward the
arguments against increasing local decision-making,; for
I.--"\ — i i . B e s T e o } i
Llieia’ 8. and’ainwlnq =M schools greater flexibility.
I am afraid that John MacGregor has accepted the DES
position - hook, lime and sinker. The DES have always

-

i—




bean clogsa to the associations of local authorities and
teacher unions both of which are opposad to moves in
this directicn. 8 —=

The weaknesses of the DES position - which are set out in Appendix
D4-D6 - are as follows:

D4{iv)} Increased Demand for Teachers

If local settlements modify national provisions, these
would be financed out of the community charge. If local
areas wish to increase teacher numbers,; then under the

Community Charge that is up to them.

Override Could Trigger Opt-Out

Once again, if they do, the local authorities know that
the extra cost will fall on the Community Charge and

they will have to defend this at local elections.

e

Teachers Gains

To the extent that local negotiations case the contracts

-‘—wﬂ.'!

of teachers, they will have to face up to the pressure

exerted by local parenmts. It is guite unrealistic to
suppose that, €g standard working time could be reduced
and the local electorate sit back and do nothing about
A

Further Undesirable Effects

Precisely what these are is not clear,; but again, loecal .J

accauntability i8 a4 major constraint on charge.

G=M Schools

When it comes to the DES arguments against extending




local decision-making to G-M szchoeols, it is simply that

teacher unions and employers are oppesed to opting-out
and we should offend them were we to recommend it.

= -

When G-M schools were discussed before the last election,

freedom over pay was considered a major attraction for

- =-

—

G-M status.

m——

Recommendation

. u
DES is simply protecting the vested interests of the '

education world 1n opposing this and their propogal 5hnu]ﬂf

be rejected.

Conclusions & Recommendation

[t is important to come to some agreement on this subject

S00n.

Welcome the return to direct-bargaining accompanied by maximum

flexibility in lecal pay etc.

Reject the Second Stage Body az effectively arbitration machinery

- which would have a bias in Just one direction — namely upwards.

Insist on DES coming forward with proposals for how individual

l.eia."s. and G-M schools can opt—-owt of national pay negotiations.

o e

BRIAN GRIFFITHS
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FUTURE MACHINERY FOR SCHOOL TEACHERS' PAY AND CONDITIONS
IN ENGLAND AHD WALES
E(EP) (90)1

DECISIONS

L. Mr MacGregor seeks guidance for the next round of
negotiations on teachers' pay machinery. ¥You may wish to
structure the discussion by going through the recommendations in
paragraph 13 of the paper.

i. direct employer/teacher negotiating machinery. Mr
MacGregor's preferred optien is direct teacher employer
negotiations, without Government invelvement but with
reserve Government powers. ¥You will wish to con=sider
whether to acgept this:

ii. Jindependent pay and conditione determination. MFr
MacGraegor proposes to Keep open the opticn of independent
determination by an IAC typa body. You will wish to
gonsider whether to keep open this option (bearing in mind
for instance the ambulancemen's dispute);

iii. local pay negotiations. Mr MacGregor argues agalnst
local opting out from the naticnal negotiations and prefers
to increase existing local flexibility within the context of

national pay n&ggtiatiiﬁhs. ¥You wi

to accept his arqument against opting out;

iv. timing. You will wish to consider whether vyou are
content with his proposals to report back to E(EP) after

Easter, and alse the longer-term legislative timetabla.

BACEGROUND
- 33 E(EP) discussed teachers' pay machinery in June 1989. Mr
Bakar was asked to do further work on a revised proposal for

CONFIDENTIAL
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direct local authority/teacher negotiations without Government
invelvement, but with checks to safeguard Government's interests.
He was also asked to consider allowing LEAs to opt out, with the
negotiations eventually becoming entirely local. Mr MacGregor
now reports back the result of further consideration and
consultation.

ISSOES

The Government's role

e i Under Mr MacGregor's latest proposals for teacher/employer
negotiating machinery the Government would not be represented at
the negotiations, even as observers. The negotiations would
produce a recommendation to the Secretary of State for changes to
the Teachers' Pay and Conditions Document. The Government would
however have reserve powers to refer back recommendations and in
the last resort to override them and impose its own settlement.

You will wish to decide whether you are content with this.

Method of exercising Government powers
[ Mr MacGregor proposes that exercise of the overriding power
should be subject to negative Parliamentary resclution. ¥ou 11

wish to consider the timing of this concession. It seems highly
likely that there will be pressure for the affirmative resolution

procedure to be adopted.

Assurance on Govermment funding

5. Mr MacGregor proposes an assurance that the Government would
i VR
ng; nnrmally vetn on cost grnunds a settlement falling within the

- _
inter-quartile range. ~ You ask&d however that it should be make
cl&ar thnt fnllnw1ng a pay settlement there would be no guestion

o ———

of extra grant from central Government to pay for the employment

of more teachers. This pglnﬁ_aaaé not appear to be addressed in

the current paper. You may wish to ask about it;

The second-stage body
B Mr MacGregor rejects automatic access to arbitration if the

two sides fail to agree and prefers a cash-constrained appeal

CONFIDENTIAL




body wvery like the IAC. You will wish to consider whether an
IAC-type body would be right for the purpose.

Settlement date

T As the negotiations would have to take place against the
background of the RSG settlement Mr MacGregor proposes moving the
settlement date to September. You may wish to ask him how the

transition from the existing date woyld be managed (and whether
there would be a price for getting it accepted).

Heads and deputies
8. Mr MacGregor beliesves that the unions representing heads and
deputies would not accept settlement nf their pay- by the

natienal neqetlatlng meehinery and prupeses a ﬂeparate committea

for them, with mechanisms to avoid stalemate between the main pay
negotiating committee and this separate committee. ¥You will wish
to i Er you agres is B ; =78

Independent determination of pay and conditions
3. Mr MacGregor''=s second option is independent pay
detEIminatlgﬂ_Ey a successor body to the IAC. He sees tactical

advantages in kEEpiﬂq open another uptlen until after the
teaching unions' conferences et Easter, on thia.

a. ne-strike agreement. At Annex C Mr MacGregor says that
the Government could not expect more than an offer not to

strike on matters within the body's purview while it was

sitting. You may wish to consider how far the Government
should go in indicating readiness to accept something short
|of a full no-strike agreenment:

b comparisons with other review bodies. Mr MacGregor
says that his proposzed body would differ from review bodies

because it would cover conditions as well as pay and be
subject to financial constraint. You may wish to consider
whether this distinction is adequate, in particular in the
context of the apbulancemen's dispute;

CONFIDENTIAL
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. continuation of TAC. One possibility would be simply

to continue with the IAC for the time being, and make no
other changes. Early legislation would not then be

necassary. You may wis n N =

lLocal pay negotiations/local flexibility

10. In earlier discussion you raisad tha possibility of allowing
LEAs to opt out of the national negotiations. Mr MacGregor
pféfé;;- the use, within a nétinnal ffﬁﬁawﬁ%k, of more local
flexibilities like those in the recent IAC report. You will wish
to consider whether you accept Mr MacGregor's arguments on this
point.

11, Mr MacGregor accepts that the argument for opting out by
Grant Maintained Schools is stronger, and says that "there may be

e

a case" for taking reserve pﬂWEEE‘Eﬂ allow it. You will wish to
| conaider whether the lesislation should allow for this. and to
ensure that the implications for the financing of grant-
| maintained schools have been properly considered.

Scotland

e

12. Scotland still has a Burnham-type machinery.

proposals are accepted for England.

Timing and legislation

13. Mr MacGregor would like to legislate next year, If possible
in time to use a “shadow" version of the new machinery for the
1991 =settlement. He proposes to put out proposals at the end of
February and report back to E(EP) after Easter. You may wish to
emphasisa that if there is to be legislation next session there
should be no slippage in this timetable.

HANDLING

14. The Secretary of State for Education and Science will wish
to introduce his paper. The Chief Secretary, Treasury will wish

CONFIDENTIAL
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The Secretaries of State for Wales, Environment, and

Lo comment.
Employment may wish to speak. The Secretary of State for

Scotland will alsc have an interest.
Council will be interested in the Parliamentary handling.

The Lord President of the

)

[

R T J WILSON
Cabinet Office
13 February, 1950
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MACHINERY FOR NEGOTIATING SCHOOLTEACHER PAY

My Secretary of State thought that the Prime Minister might
appreciate an copportunity to see over the weekend the paper on
schoolteacher pay negotiating machinery which he has in mind to
circulate on Monday to members of E(EP), for consideration at the
Committee's meeting on Thursday 15 February.

A copy of this letter goes te John Gieve.

l’:};m
A

3 T CROWNKE
Private Secretary
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You have a meeting of E(EP) next Thursday to take two papers:

CONFIDENTIAL

MEETING OF 15 FEBRUARY r'j'f".:' ﬂf-

IQ?-H?

future teachers' pay negotiating machinery :m(q_

student unions

Student upions

The DES paper is at Flag A.

You have already made clear to the Lord President your wish to
include a Bill in the 1990-91 session, and we have also given
that message to John MacGregor's office. His paper sets out a
possible package, covering both local student unions and the
NUS: this broadly follows the packKage discussed when E(EP) last
—tooked at this, but without tha Req;atrar propasal. John

MacGragor makes clear that he gees his flrst leqlslatlve prlnr¢Ly

for the next sess=ion as the Bill on teacherﬁ‘ pay machlnery, the
paper seta out a numh&r nf mﬂdeat ﬂ_ﬂ-statutﬂry measures on

local Etudent unions [hut not the NUS) which ¢ Lﬂuld be taken ir it
was decided not ta legislate.

Teachers' pay

A paper has pot vet been circulated to E(EP): given the
sensitivity of this issue we suggested that John MacGregor should
first show his paper to you and the Chancellor. He has this
evening sent in such a draft, at Flag B.

It is quite detailed. But the proposals boil down to

proceeding with detailed discussions for a favoured

option of an empluyersﬁteachers negutlatlﬁg machinery.

The claim is that this would be slgnificantly different
from Burnham, and that the key to its success would be

CONFIDENTIAL




the impact of the new community charge regime. There

would be reserve péfarﬂ for the Government to impose a
lower settlement than that emerging from the new body;
and if the negotiations failed to produce an agreement
the Govermnment could refer the position to an TAC-type

— SRS

body within a financial limit.

Although an employer/teacher machinery would be the
favoured opticn, the alternative possibility of an
independent body broadly similar to the IAC should be
kept on the table for the moment. (But a review body,
concerned only witn-bay and not other conditions,
should be ruled out.)

No specific further actien to enhance local decision
taking, but rather bulild on what has already been
opened up by the IAC within the framework of the
national employers/teachers negotiating machinery.
Local areas would pot be able to opt out.

discuse the preferred approach further with the
employers and unions and report back to colleagues
after Easter with fully detailed financial proposals.

All this raises a number of difficult issues, and you may be

disappainteq for example at the lack of enthusiasm shown for a
further major push on lecal pay bargaining. But the immediate

isgue 15 whether you are content Tor a paper on these lines to be

formally circulated for next Thursday's meeting.

Content for John MacGregor to circulate this paper?

lece.

Paul Gray
5 February 1990

c: EEP (MT)
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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 Review Bodles and teachers. Those
attending are the Lord President, Lord chancellor, Chancellor of
the Exchequer, Secretaries of State for Wales, Employment,
Education and Science, Health, and Scotland, the Chief Secretary,
Chief Whip, Mr. Luce and Archie Hamilton. (Peter Brooke was
invited, but will probably be unabla to attend.)

There are two papers before the meeting:

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

Flag B = John MacGregor's paper on teachers' pay. He 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 twe 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 straight to a discussion of the key points for
decision. Yeou could perhaps compromise by just asking the
Chancellor to make some introductory comments ard then move
stralght to the issues for decision. a1 take

the fellowing order.

1. Abatement.
Confirm agreement that the only abatement of the Review Body
and teachers' recommendations should be the DDRB proposals
on consultants rejected last year (see paragraphs 9-10 of

Flag &).

General approach

Secure agreement that the across the board approach should
involve staging, 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 from 1 January
1991.

cation of the genara

Armned Forces and Doctors and Deantists

These are the two groups with the largest pay bill
increases under the basic 7 per cent approach, each
over 8 per cent. Against that background, secure
agreement that there is pg scope for any special
treatment for add on elements.

Hurses/PAMs and Teachers

These are groups whera the pay bill costs of the basic
7 per cent proposal are less than 8 per cent. I
suggest you take the two together, because theres is the
danger of Messrs. MacGregor and Clarke trying to bid up
against esach othar,

You have agreed that Mr. Clarke should get the extra
add-on of student nurses from 1 April (paragraphs 14-15
of Flag A). ¥ou also agreed that the teachers should
get an incentive package from 1 April. The problem is
what to do in each case about Londopn. If nurses also

get their London pay from April, that would inevitably
knock on to PAMs, and critically it would tip the
overall pay bill both for nurses and Review Body groups

as a 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 overall package for which the key figqure

starts with an eight rather than a seven.
But how can nurses/FAMs be denied their London pay if

teachers are to gat their full 8.8 per cent (plus the
discretionary £750) from 1 April?
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A possible approach would be:

For nurses/PAMs no special London payments from
1 April; to 1 January; but as I understand it,

this would still mean that some nurses whe get

London pay as a pro rata percentage of basic 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
Nurses.

For Lgachers, don't give 8.8 per cent from

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

1 January. Because of the backdating this would
not save any money in 1990-91 as a whole. PBut it
would aveid the presentational problem of teachers
getting more than a 7 per cent increase for London
before January. The £750 discretionary pay might
be allowed from April, but because it is
discretionary, treated as outside the settlement.

an_alternative for teachers would be to allow the

8.8 per cent from April, backdated to July 1989,
but argue that since this reflects belated
settlement of the 1989 London Waiting claim, it
can be omitted from the percentage figqures for the
1990 settlement.

Top Salarieg

There are two issues here, brought out in paragraphs

16-18 of Flag 3.

First, whether the top salary groups should get the

full 7 per cent - equivalent 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 "6 per cent option", as

brought out in Annex B to the Flag A paper. But this
SECRET
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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 & per cent for
those very top grades receiving a basic increase of

7 per cent and no more, and for the remainder to be
staged under the basic 7 per cent option - see the
final sentence of paragraph 17 of Flaqg A.

Second, the staging of the extra 10 per cent for
judges. Paragraph 18 of Flag A suggests agreement to
the latest possible staging consistent with the TSRE
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 outside the meeting.

A minor excess cost for the Lord Changellor's
Department for which he wants to claim on the Reserve,

an approach the Treasury wish to resist. Again,
suggest this could be settled out of the meeting.

Teachers. Secure agreement that there should be no
extra 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 something unexpected arises at the meeting, we should
ba set fair for the Review Bodies to be brought to Cabinet
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this Thursday, 1 February, and for you to announce the
outcome by Written Answer in the normal way that afterncocn.

The issue then i1s 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.

29 January 1950

jd c:payreview
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PRTME MINISTER

REPORT OF THE INTERIM ADVISORY COMMITTEE ON SCHOOL TEACHERS' PAY
AND CONDITIONS (IAC)

We are to discuss the Government's response to this report at
vour meeting on Tuesday. The Committee holds its final meeting
on that day =so the report itself will not be available for our
neating. I will circulate it as soon as it is ready. This paper
iz based on a report of its conclusions given to officials by the
Secretary of the Committee. It sets ocut the basis on which I
propose to initiate the consultations required under the School
Teachers' Pay and Conditions Act 1987 prior to laying an Order
before Parliament making changes to teachars' rates of pay and
conditions of service. If we make any material change in the
IAC!'s recommendations - as regards either their substance or
their date of implementation - the Order will be subject to

affirmative resoluticn of both Houses.
THE IAC'S BRECOMMENDATIONS

Last September we invited the IAC to consider the general pay
increase to be given to teachers in England and Wales, the pay of
heads and deputies, the system of selective payments and the
problems facing local education authorities in London. The
Committee has not felt able to contain its recommendations within
the financial constraint of £600m which 1t was given. The costs
of its recommendations are summarised in Annex A: they total
£733m in 1990-91 (9.3% of the pay bill).

Lord Chilver has told me that the Committee was much exercised,
as I am, by the problems of recruitment and retention, and in
particular with the importance of recruiting and retaining gocd

pecple to deliver the National Curriculum, especially in the

GONFIDENTIAL




GONFIDENTIAL

gritical shortage subjects. The Committee's aim has been to
provide adeguate career prospects for the successful and to
increase flexibility te respond to changing local circumstances.
Against this background the Committee has made far

reaching proposals for changes in the structure of the main scale
and the way heads and deputies are pald which will greatly
increase local discretion and flexibility. It has also proposed
a8 new measure to help tackle London's problems.

Classroom teachers assimilating onto the revised basic main scale
proposed by the IAC would receive average increases of 8.2%, with
bigger increases going to teachers at the top of the scale [B.393%)
and on starting salaries (up to 11.8%) than to those 1n the
middle {(6.4% — 7.1%). The cost of this would ba £E500m. Heads
and deputies assimilating to the new ranges proposed by the IAC
would receive average increases of 10.4% at a cost of £13Bm, with
individuals receiving rises of between 9.9% and 11.2%. The
Committee al=o recommends that from 1 July 1989 the London area
allowance should be increased by B.8%. Taken together these
recemmendatione would cost some £645m.

The report recommends tha introduction of a new discretionary pay
supplement of E750 in inner London and seeks further to enhance
the role of the existing selective payments within the new pay
atructure we put in place in 1987. It recommends that the wvalue
of each of incentive allowances B-E be increased by 17%
{allowance A would go up by only 8%) and that an additional
14,400 allowances be made available from 1 September 19%0, as a
further step towards the suggested longer term increase in the
number of promoted posts which we welcomed last year. These
recommendations would cost £75m. Tha cost of the new inner
London supplement of £750 would depend on how authorities and
schools use it: on the basis of an assumed 50% take up the IAC
have costed it at £12m.

The Committee also makes a few recommendaticns on detailed
matters. Particularly helpful is the proposal to extend the

exieting discreticon over fixing starting salaries, which is
limited to urban areas, to all areas.
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The recommendations are set out in full in Annex B.

MY PROPOSALS

I have looked at these recommendations against the background of
the rapid development and implementation of our education
reforms. Those reforms will fail unless we can recruit and
retain the teachers we need to deliver the National Curriculum,
with 1ts assoclated assessment and testing:; and we shall be
absolutely dependent on teachers maintaining their enthusiasm and
commitment to changes which add considerably to their burden of

work.

The Committee's recommendations give us the opportunity we were
loaking for to set in place even more firmly the right kind of
pay structure and approach in advance of the move to new
machinery next year. We asked the TIAC to look particularly at
the position of heads and deputies and at the number and value of
incentive allowances. The Committes has dona all that wa could
have hoped for on these matters. It has proposed the
introduction of a system of range pay for heads and deputies
which would establish the principle of local differentiation in
response to local needs and circumstances and in particular
introduce the possibility over time of adjusting the pay of
particular head and deputy posts downwards as the circumstances
of schools change. It has also proposed a further enhancement of
differentials. On incentive allowances the Committee has
proposed substantial increases in value and a modest further
increase in the number of allowances available. Both these sets
of recommendations enhance the career prospects which are on
offer to prospective teachers while increasing the targeting of
resources where they ara mest nesaded.

The Committee was asked to look particularly at the problems of
London. We are under great pressure to do something te help with
the problems being experienced in this area, which are of a
different order to those 1n any other part of the country. At
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Annex € are the comparisons between pay supplements received by
teachers and by other employees in London which I gave to
colleagues in E(EF) last September. In addition to an increase
in London weighting which is in line with that given to other
local Government employees in London it has recommended the
intreduction of a London pay supplement of £750 to be awarded at
the discretion of LEAs and governing bodies to teachers working
in the inner London weighting area. The new allowance will give
hard pressed LEA=s an extra weapon to deploy.

All these recommendations have been made in response to guesticons
which the Committee was invited specifically to address. But the
Committee has gone further. It has proposed radical changes to
the main scale which go well beyond what we or the employers had
envisaged this year. As well as enhancing the main scale in a
way which improves both [its recruitment and its retention
capacity the Committee has proposed the introduction of wida
ranging local discretions which effectively open the door to
aelement of local pay determination and the growth of pay
differentiation in response to local needs. This is an
unexpected but golden opportunity which I believe we must seize.
The concept of a national scale with local discretion to vary it
meets our long term objectives for the development of the
teachers' pay system as regards local flexibility and targeting
of resources.

The IAC's recommendations on heads and deputies pay and incentive
payments are surely right, as are the recommendations on London,
and I propose to accept them. The Committee's recommendations on
the main scale offer important new benefits in return for an
average increase for classroom teachers of 8.2% This may be the
last year in which we have the initiative on teacher=s' pay and I
believe we should seize the opportunity the Committee has given
us to secure major policy objectives in advance of moving to new
permanent pay determination arrangements: the chances of
achieving comparable gains through some kind of collective
bargaining machinery which might take the place of the IAC in
future years would be small indeed.
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Lord Chilver has told me that for the third vear the Committee
have rejected comparability as the basis for determining the
level of teachers' pay. They have again endorsed the use of
recruitment, retention and motivation criteria. But they have
emphasised that te provide enough teachers of the right guality
the pay and career prospects avallable to teachers must be
competitive. In their wiew this is patently not the case at
present, and their recommendations are intended to remedy the
position, Moreover the impact of demography on labour market
conditions will make teachers increasingly difficult to

recruit over the next few years. We have to act now to arrest
the decline in the relative pay of teachers which has occurred
ovar the last two years, which is illustrated by the tables in
Annex D: these show how average teacher salaries compare with
average non-manual earnings (table 1), how average teachers and
heads salaries have moved in relation to professional earnings
over the lagt ten years (table 2) and how teachers starting
galaries compare with those avallable to graduates generally
(table 3).

Colleagues will be well aware of the growing concerns 1n many
parts of the country about the current and future supply of
teachers and the ability of the profession to deliver our
education reforms. If we want to deliver our educatien policies,
and persuade the public we are serious about deing so, I do not
believe wa can afford to cut back the IAC's recommendations.

Were we to cut them back there would be a real risk of disruption
in schocls. Perhaps more to the point, the prospects for
enthusiastic cooperation by teachers in our reforms which are
adding considerably to teachers burdens of work would disappear
completely. And this is bound to reduce the attractions of
teaching in the eyes of potential recruits. Given the public's
understanding of our demands on them I believe teachers would
command wide public support. The IAC's recommendations bring with
them very substantial increases in flexibility and scope for
local decision taking. We have an opportunity te introduce major
change at a reascnable price, and I believe that we should take
1t.
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I have considered whether it would be appropriate to stags the
Committee's recommendations if that is done to those of the

Review Bodies. The problem with this is that it would give all
the wrong signals to teachers, parents and the public at large:

it would delay the impact of highly desirable changes
in the way teachers and heads and deputies are paid,
including improved differentials for heads and deputies
and better incentive allowances for middle and senior

managers in schools;

it would reduce the effectiveness of urgently nesded

action to remedy teacher shortages;

it conld sour the atmosphere for the resumption of
talks with the teacher unions about new pay and
conditions machinery, increase the distrust of the
other parties in the use to which the Government would
put any reserve powars it sought to retain.

it would be administratively extremely cumbearsome,
gsince we should have to apply two different pay
gtructures to teachers in the course of the same Yyear.
The additional administrative complaxity for LEAs and
schools as LMS comes in would be very considerabla.

If despite my strong reservations colleagues wish to pursue the
guestion of staging the approach we adopt will depend on what
cost we are ﬁ?;;;;;d to accept in 1990-91. If the cost i= to be
kept close to the original remit my preferred approach would be

as follows:

1 April 1990 flat rata increase of 7% on main scale heads
and deputies, 8% on alx_ancentive allowances
plus introduction of £750 pay supplement for
Inner London and 8.8% on London Weighting

from 1 July 1989
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1 September 1990 - introduce additional 14,400 incentive

allowances
1 January 1991 = implement IAC recommendations in full
Total cost for FY 1390-%31: f&15m (7.85%).

The alternative to this flat rate approach to staging would ba to
implement as much of the additicnal extras as possible on 1
April. But that approach would only allow a 6.1% overall
parcentage increase in the main scale and for heads and deputies,
which I judge to be too low. I also judge it important to
introduce the higher number of incentive allowances in September,
at the start of the shool year. I do not think we should seek to
raise the flat rate increase in the basic pay scales above 7% at

the expense of incentive allowances.
FINANCING THE RECOMMENDATIONS

The original financial constraint within the IAC remit of £600m
was allowed for within the relevant 1990-91 standard spending
totals for England and Wales. These form part of the local
authority grant settlement and underpin the calculation of the
community charge for standard spending. I believe that the
arguments against staging are strong. But if the possibility of
staging is pursued on the basis of the option descided above the
cost in 1990-91 would be only marginally (£15m) above that figure
and we might reasonably expect LEAs to accommodate this without
any additional grant distributien. This figure includes the cost
of the increases in incentive allowances and of the IAC's
assumption about the use of the London pay supplement. It
excludes any costs arising from the new local discretions on the
main scale and heads' and deputies' pay, which it will be up to
local authorities and schools to use as they see fit and to
consider alongside decisions on the number of teachers they wish

to employ.

The additicnal cost of implementing the IAC's recommendations
witheut staging would be £133m. If we were to adopt this
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approach we would need to consider distributing additional grant
to local authorities using the powers taken for this purpose in
gsection 85 of the local Government Finance Act 1988. Otherwise
they could argus with some justification that thelir community
charge payers would have to bear the additional cost. I shall
have to say what we intend on funding when I announce my
proposals on the IAC recommendations.

THE NEXT STEFS

Under the Teachers' Pay and Conditions Act 1987 I have to consult
about my proposals for implementing the IAC report. 1 athTEE_-"
required to publish the report itself:; in the past these two
things have been done together. However, we will not have copies
of the printed text Feady for distribution befere the middle of
the weak beginning 5 February. I have arranged for the

preparation of sufficient copies of the typescript of the report

to be made after it is delivered to me on 31 January for
distribution teo the statutory consultees, the presa and other
immediately interested parties on 1 February. If we decide to
stage, however, the complexity of the Committee's propeosals means
that officials will need a day or so to work out the details of
how to give effect to that decision. We could announce our
decision in general terms on 1 February and I could set out the
details when initiating statutory consultations the following
week.

CONCLUSION

I seek the agreement of colleagues to acceptance of the IAC's
recommendationa in full, including

a) a reviesed main scale giving average increases of B8.2%
from 1 April and introducing a range of new local
discretions to pay more than the national rates from 1
Septembar 1990

a system of range pay for hesads and deputies giving

average increases of 10.4% from 1 April 1990
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increases of B% in the value of the A allowance and 17%

in the wvalue of B~-E allowances from 1 April 1990
an additional 14400 incentive allowance in 1990-91
an 8.8% uplift in London Weighting from 1 July 1989

a new discretionary pay supplement in the Inner Londcn

Wwaighting area of E750.

If staging is considered unavoidable I would wish to see it done

in the way ocutlined in paragraph 16 above

If the recommendations are implemented in full from 1 April we
ghall naed to consider whether, in the light of the likely impact
on the community charge, the additional cost of the
recommendations of some £130m should be funded by special grant

distribution.

I have sent copies of this minute to Gecffrey Howe, John Major,
James MacKay, Peter Walker, Tom EKing, Kenneth Clarke, Malcolm
Rifkind, Peter Brook, Norman Lamont, Michael Howard, Tim Renton,
Richard Luce and alsec to Sir Robin Butler.

o

JI
DEPARTMENT OF EDUCATION AND SCIENCE
29 JANUARY 1990
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INTERIM ADVISORY COMMITTEE

RECOMMENDATIONS: SUMMARY OF COSTS

Recommendation 1990-91 cost
£m

Increases to all points
on main scale from

1 April 19%0 averaging
B.£%

Increazes to heads and
deputies from 1 April
1580 averaging 1l0.4%

Increasas in values of
incentive allowances from
1l April 1980: B%{A); 17%
{B-E)

Increase numbers of allowances
by 14,400 in September 1990

8.B% increase to London
allowances, backdated to
1 July 1989

Discretionary Inner London
pay supplements of £750
from 1 April 19%0. Assume
50% take-up

733

CONFIDENTIAL
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IAC REPCRT: SUMMARY COF RECOMMENDATIONS

The Committee recommends as follows:

3 The main scale should be renamed "the standard national scale"

from 1 April 1980.

B All points on the standard national scale should be increased from

1 April 1990 as shown in Table 1.

- The School Teachers' Pay and Conditions Document (paragraph 1(4)
of Appendix II) should extend to all relevant bodies the discretion
currently available only in "urban areas" to appoint a gualified
teacher one or two increments higher than normal.

4. Within the standard national scale (including on initial
placement) relevant bodies should have discretion from 1 SBeptember 13390
to enhance some or all of the incremental points, apart from the
maximum, by £250 or multiples therecf, subject to not exceeding the

next point on the scale.

¥ Such incremental enhancement may be awarded at any time, should
apply to teachers on an individual basis and should be reviewed
annually on 1 Baptember.

6. From 1 September 1990 the standard scale may be extended beyond
the national maximum through the introduction of local scales up to a
maximum of E1B, GDO.

T Decisions on the nature of any local extensions to the standard
naticnal scale (ie both the local maximum and any specific intermediate
paints on the way) should be a matter for LEAs in the case of
maintained schools (whether or not they have financial delegation) and
for governing bodies in the case of GM schools.
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g, Where there is an extended local scale above the standard
national scale maximum, the progression of individual teachers within
that ecale should be at the discretion of the relevant body.

g, For teachers awarded discretionary points above the standard
national scale maximum, or discretionary incremental enhancements
within the scale, the entitlement under paragraph 1(3) of Appendix II
to the Scheal Teachers' Pay and Conditions Document on taking up a new
appointment or re-entering teaching after a break in service should be
to the nearest national scale point below their current actual salary

ar most recent salary as a teacher.

10. The salaries and scale for ungualified teachers should be
increased by 8% from 1 April 1990.

11. The special allowances paid to ungualified teachers and to
teachers of blind and deaf children should be increased by 8% frem 1
April 1990.

12. The total planned number of incentive allowances should, from 1
September 1950, be increased by 14,400 over current planned numbers.
Within that overall increase there should be 5000 more As than

currently planned; 7400 more Bs; the same number of Cs; 2000 more

Ds; the same number of Es.

13. The Schocl Teachers' Pay and Conditions Document should be amended
so that from 1 April 1990 the provisions governing the award of A

allowances are the same as those currently applying toc rates B-E.

14, The values of the five rates of incentive allowances from 1 April
1990 should be £925(A); £1500(B);: £3000{C); £4000(D); £5500(E) .

15. The nationally determined salaries of heads and deputies in post

on 1 April 1980 in the current fourteen ordinary and eight special
school groups should be increased as displayed in Table 3.
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16. The pay spine for heads and deputies displayed in Table b should
be introduced from 1 April 18990.

17. The present fourteen ordinary and eight special school groups
gshould be combined on 1 April 1990 into six new ordinary and four new

special groups.

18. For heads and deputies in the =ix new ordinary and four new
special school groups there should be nermal salary ranges from 1 April

1990 as shown in Table 7.

19, Both on assimilation to the new structure on 1 April 1530 and
subseguently, the relevant body should be able te pay individual heads
and deputies on any point within the normal range above the salaries
recommended in Table 5. Both the timing and extent of movement up the

spine should be at the discretion of the relevant body.

20. The criteria to which the relevant body should have regard (though
not exclusively) in making salary decisions should be set out in the
Document. They should cover the circumstances of the school, the
nature of the job and the performance of the individual, and might be
based on the proposals made by the NEQ in their written evidence. The
precise wording should be for DES to determine in their consultaticns

following publication of the Committee's report.

21. There should be a provision in the Document on similar lines to

the preasent paragraphs 4(2) and 5(2) so that where the relevant body is
satisfied that the salary payable to a head or deputy within the normal
range for the school group is not adeguate having regard to his or her
duties, responsibilities or performance, or to the circumstances of the
school, they may determine that he or she be paid such higher salary as

they consider appropriate.
22. The relevant body should be able to appoint new heads and

deputies on any point within {or, in exceptional cirecumstances, above)

the normal salary range.
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23. Where the spot salary of a head or deputy is now safeguarded so,
in the future, should the salary within the relevant normal range which
he or she ig receiving when the circumstances covered in the relevant

provisions in the Document actually arise.

24. All rates of London allowance for teachers should be increased by
8.8%, to take effaect from 1 July 1989.

25. Pay supplements of £750 for teachers serving in the Inner London
Weighting area, paid at the disecretion of the relevant body should be
introduced from 1 April 1990,

26. The School Teachers' Pay and Conditions Document should be amended
so that the position on the standard national scale of teachers
employed on a day to day or other short-notice basis is calculated on

the same basis as that of full-time or regular part-time teachers.

27. The standard basis on which a short notice contract supply teacher
is employed should continue to be a day (or part-day) of 6% hours (to
include an allowance for non-contact duties) and the pay divisor should
e 17185 of the annual salary.

28. The School Teachers' Pay and Conditions Document should be amended
50 that a regular part-time teacher's entitlement to an increment at
each 1 September should be dependent on whether he or she has completed
6§ months or more continuous service in a post on that date, subject to
the maximum of the =cale not being exceeded.

29. The School Teachers' Pay and Conditions Document should be amended
so as to allow the relevant body to estimate a school's unit total
where the number of pupils on the register is expected to fall (as a

result of reorganisation or for other reascns) as well as rise,
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Table 1

standard National Scale for all Teachers except Heads and Deputies

Incremental Annual salary Recommended salary ¥
point from 1.4,89 from 1.4.80 increase
F. i

|

8,394 9,000
8,730 9,500
9,080 10,000
9220 10,500
10167 11,000
11,046 11750
s 55 B g o 12,500
i [ A b | 15, 250
13,092 14,000
13,923 15, 000
14,694 16,000

(=
=
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Table 2

Standard Natiocnal Scale and Local Maximum for all Teachers except
Headse and Deputies

Incremental Range
point [E}

9,000 - 9,500
9,500 - 10,000
10,000 - 10,500
10,500 ~ 11,000
11,000 - 11,750
11,750 - 12,500
12,500 - 13,250
13,250 - 14,000
14,000 - 15,000
15,000 - 16,000
16,000

!

168,000

= b S E e P LR ol Lul B3

CONFIDENTIAL




CONFIDENTIAL

Table 3

Numbers and Distribution of Incentive Allowances

September September September
1989 1990 (Government 1930
plans) { Committes
reacommendations)

Primary:

Secondarcy:

31,000
32,000
25,000
26,000
11,000

125,000

Total primary
and secondary 174,600 174,600 189,000
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Table 4

[noentive Allowance

annual ameunt rRocommended amount
from 1.4.89 from 1.4.50
£ £

858 925
1284 1500
2568 3000
3426 4000
4710 5300

Mmoo e
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Table 5

Head Teachers

Scheol Group Annual salary Reccmmended salary
from 1.4.89 on 1.4.90
2 £

17,370 19,200
17 . 92H 19,800
18, 489 20,400
15,050 21,000
19,853 21,900
21,288 23,400
22,410 24,800
23,811 26,400
25 491 28,100
27.171 10,100
29,136 32,300
31,085 34,400
32,496 35,800
34,179 37,900

A0 O =] O AN e Ll B
VIR R v v R
oo o T Tl ol b i
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Deputy Head Teachers

School Group Recommended sa.ary
on 1.4.90

-1

16,527

16,B09
17,229
17,646
18,207
19,050
20,169
31,288
22,131
23,253
24,093
34,833

S 8 =8 O LA s o B s
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1 T O

=

{8) indicates Special 8chool Group
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Tablea 6

Pay Spine for Heads and Deputies

Foint Salary Point
(2]

18,300 26
18,600 27
18,900 28
15,200 29
19,500 30
15,800 31
20,100 32
20,400 33
20,700 34
21,000 35
21,300 35
21,600 37
21,900 =8
2a, 200 35
22,500 40
22,800 41
23,100 42
23,400 43
23,700 44
24,000 45
24,400 46
24,800 47
25,200 48
25,600 49
26,000

W00 =3 O LA e L B

N = =
LIS o ol e

e
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Table 7

Normal EBalary Ranges within t

Heads

CONFIDENTIAL

he Pay Spine

0ld
Group

Normal
Range
(£)

8,
L0311
12, 13, 14

* Old group 1 schopols not to
excepticnal circumstances

18,900
20,400
23,500
25,200
28,600
32,300

go beyond point B (£20,400)

21,600
23,700
26,800
30,600
35,100
40,000

other than in

Deputies

old
Group
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ANNEX C
TEACHERS IN LONDON: PAY COMPARIGONGS

LOMDON WEIGHTING
Teachars
Inner
Duter
Fringe

Local Government Non-Manuals

Inner £1T22
Duter E Ql2
Pringe £ 411 or £282

(Updated to take account of increases applied from 1 July 1989)

Civil Bervice
I Balal s 21750
Intarmadiate £1000
Cuiter ¥ 1an

Most Civil Servants up to Grade 5 grade now also receive London Fay
Spine points (worth for an SEO between £553 and £712) and some may also
obtain Local Pay Additions.

Police

London weighting £1089

London allowance £1011
Police are also entitled to free accommodation or a rent allowance. The
rent allowance is worth up to £58563 and compensatory grant, worth up to
a further £1954, is payable to make it tax free.
Nurses
London supplement:

Inner up te £1023 + £931 London Welghting

Quter up to £ 568 + £981 London Weighting

Fringe up to £2B4 + £149 London Weighting

Private sector

The London Weighting Survey carried cut by the Reward Group in summer
1989 recorded the following annual median allowances for private sector
emnployees:

Inner London Cuter London
Overall £1308 £ 960
Management £2000 £1000

Clerical £1550 £1000
Operative £1700 £ 895
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TOTAL PAY

The following comparisons are based on the PA Consulting Group's
September 1988 survey of graduates' average basic salaries in London
and the Bouth East. This was based on a broad sample of organisations
in the main industrial and service sectors.

Average Basiec Salary for an "acceptable"
parformer, by years' service (£)

Location 1l year 2 years 3 years

Tenaching:-

Jther cccupations:-
London postal area

South East

Notes:-

(i) London postal area includes London allowances where paid.

{11) Teachars' salaries shown are those available to ﬁ“gGDd Hongurs
graduate entrant (second class or higher). "Acceptable performance,
though not rigorously defined by PA Consulting Group, is generally
consistent with normal progression up the relevant pay scale.

(iii) Teachers' pay estimates exlude incentive allowances but
include London allowances.
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ANNEX D

TEACHERS' PAY: COMPETITIVEMNESS

Attached are the following tables:

Table 1:

Table 3:

Movements of teaching average salaries, at congtant
prices and relative tc average non=-manual earnings,
since 1980 (consistent with figures recently given to
ESBAC) .

Increages in teachers' and heads' average salaries
relative to average earnings and average professional
earnings since 1980.

Good graduate teachers' starting salaries relative to
general graduate starting salaries, 1087-1989.

CORFIDENTIAL
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TAELE 1

TEACHERS' AVERAGE NON- TEACHERS' TEACHERS'
AVERAGE MANUAL AVERAGE SALARIES /S
SALARIES(1) EARNINGE! 22 SALARIES: NON-MANUAL
(£) (£) REAL EARNINGS
TERMS( 3] (%)
(£)

il) Average salaries for all teachers in maintained nursery,
primary and secondary schools in England and Wales, heads and
deputies included.

(2] Average non-manual earnings are drawn from the New Earnings
Survey and relate to males and females in all industries and
services based on full-time adult rates and exclude those wnose
pay has been affected by absence.

(3] At April 1980 prices using the Retail Price Index.
{#) salaries as at 1 April each year. Not all settlements ran

from that month.
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TABLE £

INCREASES IN AVERAGE TEACHERS' SALARIES

ALL RELATIVE RELATIVE RELATIVE
TEACHERS! T - T
AVERAGE DPROFES- FROFES—
EARNIMGEY ETOMAL SI0ONATL
EARNINGE, EARNINGS

L e g . 2.6

% ; .5

All teachers including heads and deputies. Secondary and primary
schools combined. Based on DTR and Burnham pay scales.

Average gross salaries, all occupations. Based on adult full-
time rates. (Source: New Earnings Survey).

Average gross earnings of full-time employees for combined
occupation groupe II, III, V (Scurce: Wew Earnings Survey).
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TABLE 3

GRADUATE STARTING SALARTES 1987-19395

% Change
1988-89

Upper Decile 8.7
Upper Quartile 10.0
Median

Lower Quartile 9,000

Lower Decile 8,343

Bource: AGR reports

Graduate entry B, 459 8,858 9. 390
teacher (good

Honours degree)

Scale point 4
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SPEAKING NOTE FOR MEETING WITH MR MACGREGOR 'Eﬂfn{ﬁﬂ

Latest Position

Mr MacGregor is playing his cards very close to his chest, eaven

from higs clogsest advisers. I have nok baan able o establizsh

what, if anything, transpired with Lord Chilver on Thursday night
or the outcome of Friday's meeting of the IAC.

—

L To_Tal

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

.

Tell him that the teachers will have to be given the same
basic approach as the Review Body groups, ie 7 per cent from

1 April 1990 and the remainder of basic increases and all
additicons on 1 January 1991. Indicate that you are prepared
to go through with the Affirmative Resolutions.

P

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

-

Check the latest position on the logistics of proceeding
-y

with publication and announcement of the IAC Report on

Thursday 1 February in parallel with the Review Bedies.

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

decisions perhaps only a day after forrally 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?
S e =




10 DOWNING STREET
LONDON SWIA ZAA

Frrom the Private Secretary 15 December 1589

Thank you for your letter of 12 December in reply toc mine of
6 Decembar. I am most grateful for the soundings that have been
taken with the IAC. Perhaps you could keep up the efforts to
encourage them to report a few days before the end of January;
and also keep the Cabinet Office and No. 10 in teuch with the
prospects for the date of delivery.

I am copying this letter to John Gieve (HM Treasury) and

Sonia Phippard (Cabinet Office).

(FAUL GRAY)

Stephen Crowne, Esdqg,
Department of Education and Science.
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TIMETAPRLE FOR PAY REVIEW DODIES AND INTERIM ADVISORY COMMIITEE ON
TEACHERS' EPAY

Fram the Private Secretary

The DES have now replied to my letter of & Deceamber in the terns
attached. I think this response is as much as we could have
expected and, if you agree, I propose to write back welcoming
the action taken with the Committee and asking DES both to keep
up their efforts and to kKeep us in touch with the likely date
when the report will be available.

(i
k II'-EI::-|

PAUL GEAY
14 DECEMBER 1989
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Paul Gray E=g

Private Becretary .

10 Downing Btrest 12 HEEIHBH
LONDON

SW1A ZAA

3 eI

TIMETABLE FOR PAY REVIEW BODIES AND JNTERIM ADVISORY COMMITTEE ON
TEACHERS' PAY £
-

s I S

Thank you for your letter of 6 December asking whether Lorc
Chilver could be encouraged to submit the findings of the I1AC
before the end of January 1990, the date set in the remit which
my Secretary of State gave to the Committee.

In his paper for E(EP) last September my Secretary of State
argued that even this deadline involved asking the IAC to cover a
more wide ranging remit in three weeks less than last year. E(EP)
was made aware that this might lead to a slight disjunction
between the timetable for consideration of the review body and
IAC reports, but that it would nonetheless be possible for the
two sets of reports to be locked at together in the first half of
February, as they were last year. Against that background, you
will understand that it would not be practicable to seek now to
change the remit.

Wa have nonetheless taken soundings with the Committee whether
they could get the report to us a little ahead of the deadline.
They have, we understand, arranged a schedule of meetings which
finishes towardes the end of January. It is too early to say
whether they will need to use all these dates in order to procduce
an agreed report. We have emphasised the desirability of
delivering the report a week or so before tke end of January if
that can be done without damage to the prospects of returning
satisfactory and agreed answers to the guestions which the
Government has set the Committee.

I am copying this letter to John Gieve (HM Treasury) and Bonia

FPhippard (Cabinet Office).
H\ :e
STEPHEN CROWNE




10 DOWNING STREET

LONDOMN SWIA ZAA
Frowm the Privaty Secrelary

RICHARD WILSON, ESQ.,
CABINET OFFICE

TIMETABLE FOR PAY REVIEW BODIES AND INTERIM ADVISORY COMMITTEE ON
RS ! PAY

The DES have now replied to my letter of 6 December in the terms
attached. I think this response is as much as we could have
expected and, if you agree, I propose to write back welcoming
the action taken with the Committee and asking DES both to keep
up their efforts and to keep us in touch with the likely date

when the report will be available.

PAUL: GRAY
14 DECEMBER 198%
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Paul Gray E=g
Private Gecretary
13 Downing Street
LONDON

EWlA 2ZAA
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TIMETABLE FOR PAY REVIEW BODIES AND INTERIM ADVISORY COMMITTEE ON
TEACHERS' PAY P, p—

Thank you for your letter of 6 December asking whether Lord
Chilver could be encouraged to submit the findings of the IAC
before the end of January 1990, the date set in the remit which
my Becratary of State gave to "'-e Committes.

In his paper for E(EP) last September my Secretary of State
argued that even this deadline involved asking the IAC to cover a
more wide ranging remit in three weeks less than last year. E(EP)
was made aware that this might lead te a slight disjunction
between the timetable for consideration of the review body and
IAC regorts, but that it would nonetheless ke possible for the
two sets of reports to be looked at together in the first half of
February, as they were last year. Against that background, you
will understand that it would not be practicable to seek now to
change the remit.

We nRave nonetheless taken soundings with the Committee whether
tuey could get the report to us a little szhead of the deadline.

They have, we understand, arranged a schedule of meet l”gE which
finishes Lﬂwards the end of January. It is too ear'r to say
whather they will need to use all these dates in crder to produce
an agreed report. We have emphasised the desirability of
delivering the report a wesk or so before the end of January if
that can be done without damage to the prospects of returning
gsatisfactory and agreed answers to the guestions which the
Government has set the Committee.

I am copying this letter to John Gieve (HM Treasury) and Sonia

Phippard (Cabinet Office).

\Mw
' =

STEPHEN CROWNE
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From the Privale Secrefary —E"'E:."“-j r_';'i’“\':' :‘-

6 December 1989

TIMETABLE FOR PAY REVIEW BODIES AND INTERIM ADVISORY
COMMITTEE ON TEACHERS' PAY

When Ministers received the reports of the varicus pay
review bodies for 1989-90, they decided that these should be
considered in parallel with the report of the Interim Advisory
Committee on Teachers' Pay. Because the report of the IAC was
not received until early February 1989, the upshot was that
decisions on the pay review bodies and the IAC were not
announced until 16 February, although there had been an earlier
wish to consider making an announcement on the pay review bodies
by the end of January.

I understand that, in commissioning a further report from
the IAC on teachers' pay for 199%0-51, your Secretary of State has
asked Lord Chilver to submit advice by the end of January 1990.
The request to the varicus pay review bodies is that they should
submit their advice so that, if Ministers so wish, decisions
could be anpnounced by the &nd of January 1950, or mid-February at
the latest.

Ministers will obviously need to take a view in the New Year
on how to handle on this occasion the announcement of decisions
on the pay review bodies and the IAC. My purpose in writing to
you now is to enquire whether Lord Chilver could be encouraged to
submit his findings before the end of January. This would enable
all the timetable options to be kept open for Ministers,
including the possibility of a joint announcement on the pay
review bodies and the IAC arcund the end of January.

I am copying this letter to John Gieve (H.M. Treasury) and
Sonia Phippard (Cabinet Office).

PAUL GRAY
Stephen Crowne, Esq.,
Department of Education and Science.

CONFIDENTIAL




10 DOWNING STREET

LOMDON SWIA JAA

Frowt tng Privele Secrelars 28 Ee.ptamber 1989

e Sl

MEMBERSHIF OF THE INTERIM ADVISORY COMMITTEE
(IAC) FOR TEACHERS' PAY

The Prime Minister has seen yvour
Secratary of State's letter of 25 Septembar
to the Secretary of State for Wales. 5She i=s
content with the proposed appointments.

I am copying this letter te Stephen
Williams (Welsh office), Steven Catling (Lord
President's office), John Gieve (H M
Treasury,, Clive Norris (Department of
Employment) and to Sir Robin EBEutler.

M

(. 4

PAUL GRAY

Stephen Crowne, Esq.,
Department of Education and Science

APPOINTMENTS IN CONFIDENCE
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AFPOINTMENTS - IN CONFIDENCE

The Rt Hon Peter Walker MBE MP

Secretary of State for Wales

Gwydyr House

Whitehall 1415
LONDON |
SW1A 2ER ZCSeptember 1989

Deo Ik,

MEMBERSHIP OF THE INTERIM ADVISORY COMMITTEE (IAC) FOR TEACHERS PAY

There are two vacancies on the IAC because Geoffrey Armstrong and Ken
Graham did not wish to serve for a third term. We need to fill these

I attach a list of the continuing members.

This is a vpry important final year for the IAC. They have the
opportunitysbuild on their work in previous years and to give streong
signals about futura pay arrangements. In private discussion with ma,
Henry Chilver has said that he wants to continue to promote mora
flexible pay arrangements - including wider use of incentive allowances
- within an appropriate basic professiocnal salary structure.

In order to assist this work, it is important that the two appointments
which we now have Lo make provide a suitably balanced Committee. One
of the outgoing members, Ken Graham, is a trade unionist, but I do not
think it necessary to appoint a trade unionist to replace him - guite
apart from the difficulty in finding a suitable candidate. There is
already good teacher representation on the Committee.

I am minded to appoint individuals with a tough minded business-1like
approach to addressing the particular problems of recruitment,
retention and motivation., I would like to propose Aﬁggs Clark,
currently Director of Distributien at Sainsbury's. He is h ghly
recommended by Geoffrey Armstrong; and Roy Griffiths also thinks he
would be an excellent choice. He is a down-to-earth Northerner, highly
regarded throughout Sainsbury's, who would face up to tough decisions.




hy sacond candidate is Lady Judith Wilcox, who is well known to Angela

'Rumbold. Judith Wilcox is an experienced businesswoman, tough and
irealistie. I think she is well suited to the appointment on her own

merits, but incidentally also meats Henry Chilver's expressed wish to
have another woman on the Committee.

In the event of difficulty with one or other of the above, my first
reserve is James Blyth, Finance Director of United Biscuits. He is
recommended by Hector Laing for his strong commercial approach. He was
on the Griffiths Committee.

I have not yet approached either candidate. I should be grateful if
you could say whether you are content with these proposals by close of
business on Wednesday 27 September. I will then have a word with Henry
Chilver before I check their willingness to serve.

I am sending copies of this letter to the Prime Minister, the Lord
President, the Chancellor of the Excheguer, the Secretary of State for
Employment and te Sir Robin Butler.

B




OF THE INTERIM ADVISORY

MEMEERE

AL RMAN

0rd Chilver FRS

Chairman of
intarnation
Development
Conference
ACOET gince
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1 Y =t

0

Vice~Ch
of Adwva
Hambear of
Membar
Briciah
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Uirector of Maret Loyl
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Ireland Office 1976-

¥ra Jean Dento
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Anne wWatts

BEc(Hone) in Humar Rela
Upportunities Direscte:
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MEMEERS OF THE INTERIM ADVISORY COMMITTEE 1%89%

CHAIRMAN
Lord Chilver FRS FEng CBIM

Chairman of the Universities Pundi
International Holdings PLC slnce 1
Development Corporation since 1§83.
Confaerance on Schools Sciance ard T
ACOET since 1985, Director of a ﬂiﬁ'“'

Vice-Chancallor of Cranfield Ins
of Adviscry Council on hppiah' Re
Member of Advisory Board for Loc:
Membar of Council for H&;;ﬁrdl A
British Bechool of Technology 1384
Review Body for Neortharr Ireland
BEducation Committea 1970-74. :

MEMBERS

Dr Patealr Arurews CBE

[Former?] GCSE Co-ordinator uqi Decbyahiz
Comprehensive School, Dronfiel Derbyshi
Secondary Heads Asscciation 19¢c-

Mr Ray Carter

Director of Marathon O41 (UE) Lrd
Birmingham, Northfield 1970-73. U
Irala Office 18976-T74%

Mrs Jean Denton

Consultant. Former Deputy Chairma
Corporation, Director of Burson-Ma
British Nunlear Fuels and Ordrance
Council, a Governor of the London =2
Inetitute of Marketing and of the

Anne Watts

BSc(Hons) in Human Relations, Diploms
Opportunitias Director, Personnel Sivision
Bank. Member of Association of Manacement

Mras Rosemary White

Head of Trowbridge Infants School
Cardiff since 1945,
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PS/S8 DES phoned with the Eollowing message about IAC:

"The Becretary of Etate for DES accepts all the Chancellor's
suggestions and Ehe first of 55/Bmp suggestions. The
Chancellor has firmed up the financial constraints as [Ear as
is appropriate in a letter to be paoblished. The 8 of 3 has
stressed amd will conbtinue ko atress bto Locd Childer in
private the importance of accordability; and sticking within
E600 million. Bubk to use words liks 'absclute ceiling' in a

publizhed letter could well prove counter-productive'.

SARA

£5.9.89




10 DOWNING STREET
LONDON SWIA 2AA

From fiee Private Secretar) 25 September 1989

s S A P

SCHOQL TEACHER PAY: REMIT FOR THE INTERIM
ADWISORY COMMITTEE

The Prime Minister has now seen your
Secretary of State's minute of 18 September,
enclosing a draft of his letter to Lord
Chilver. The Prime Minister is content with
the letter subject te the comments from the
Chancellor of the Exchequer.

1 am copying this letter to Gillian
Baxendene (Lord President's Office), Keith
Davies (Welsh Office), Anne-Marie Lawlor
(Department of Employment), Uriel Jamieson
(Scottish Office), RAlan Ring (Department of
the Environment) and to Sir Robin Butlar,

Yo
WL A
PAUL GRAY

Stephen Crowne, Esqg.
Department of Education and Science

CONFIDENTIAL




SCHOOL TEACHEER PAY: REMIT FOR THE ITNTERTM ADVISORY COMMITITEE

At the last meeting of E({EP) yvou asked John MacGregor to claar
with you and others a draft of his letter to Lord Chilver setting
out the agreed remit for the IAC.

His minute and attached draft came in soon after you left for
Japan, and he was sceking comments by the mlddlc ﬂf the week
before a meeting he had with Lord Chilver last Thursday I told

L gy ———
his office that this was not possikle and that Mr. MacGregor

should aveid handing over any text to Lord Chilver at the
Thursday meeting. But I suggested that Mr. MacGregor could
indicate the broad nutllne of the Government's approach at that

meeting, and then 5end the text Ef the letter; as soon as you had

i

agreed it, early next week.

Dther colleagues have now had a chance to comment on the draft,
and no majnr prnhlems have DEEH lﬂEﬂtlfiEﬂ. I have marked in red

e

on the second page the onl g Eubstantiue comments we have so far

TR L ——

seen, which have come frﬂm the Chancellnri
B —————

i a—a iER

Contant to agree that Mr. MacCGregor should now write to -

Lord Chilver in the terms of tha draft attached, subject to the
Chancaellarts cammantgfﬂ'ﬁ'__'_ 3 " m—— —— .

Qe

PAUL GRAY
23 SEPTEMEEER 158%

MEM A: TIAC.DES
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SCHOCOL TEACHER PAY: REMIT FOR THE IHT?RIH ADVISORY COMMITTEE

o i Rl e
Tnank you for yvour letter of 1 ptember. I can confirm that the
order of the peints in the IAT remit letter follows the order of
gection 2 of the Teachers' Pay and Conditions Act 1987. We have
followed this order in the remit letters for the two previous years and
think ic preferable to maintain it agein this year.

CopZes of this letter go to Paul Gray (Ne 10), John Gieve (EM
Treasury), Stephen Williams (Welszsh Qffice), Clive Norris (Department of
Erployment), David Crawley (Scottish Office), Roger Bright (Department
of the Environment) and to Trevor Woolley (Cabinet Office).

STEPHEN TROWNE
Private Secretary

Gillian Baxendine
Frivate Secretary
Privy Council Cffice
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UL-d¥a Joan

My ref

Your ref ;

Stephen Crowne Esqg Pxiiﬂ-""-
Private Secretary to

The Rt Hon Jchn MacGregor OBE MP
Department of Educaticn and Science Qﬁ;{ﬂ
Elizabeth House 5
York ERoad R |’[C'-
LONDORN

SEL o

e

Septembar 1989

e lr ;‘u_F'\v' .

R
SCHOOL TEACHER PAY: IAC REMIT

My Secretary of State has seen a copy of Mr MacGregor's miﬂﬁEB of 18
September to the Prime Minister covering a draft remit for the IAC.
Mr Patten 15 content with the draft. I am sending a copy of this
letter to Paul Gray (No.l0), Stephen Wall (FCO), John Gieve
{Treasury), Stephen Williams (Welsh 0ffice), Clive Norris

{Employment), David Crawley (Scottish Office) and to Tre .
(Cabinet 0ffice). vor Woolley
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A D RING
Private Secretary
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Treasury Chambers, Parliament Sureet, SWIP 3AG

OI=270C 3000

PRIHE MINISTER

SCHOOL TEACHERS' PAY 2 REMIT FOR THE INTERIH ADVISORY
COMMITTEE (IAC) b

A

I have seen John MacGregor's minute to you of 18 September and his
draft remit for the IAC. Subject to tha following amendments I am

content !

{a) The Government's preference for targeted payments should

be made more explicit by amending paragraph 3(iii) to read:

"The Government's view that flexible systems which allow
the targeting of additional payments to meet specific
needs are the most cost effective way of addressing any

problam of recruitment and retention.”

(o) Arffordability is important enough to warrant an indent
of its own and inflation has not just fallen, but is still
falling:

s0 paragraph 3(iv) should be amended to read simply
"Affordability"

and a new sub paragraph 3(v) should be added:
"The falling rate of inflation".




(z) The passage in paragraph 4 beginning "In the
Government's view ..." should be amended to read:

"Tn +the Government's view E600m is sufficient for the

Committee to bring forward recommendations which, among
other thingas, will give substantial emphasis to tackling

shortages of teachers in some subjecte and in some parts
of the country, as well as providing for a general pay

increase. "

This would be more axplicit and reflect your summing up in
E(EP).

I am copying this minute to Geoffrey Howe, Peter Walker,
Norman Fowler, John MacGregor, Malcolm Rifkind, Chris Patten, and

Sir Robin Butler.

L

ijJ-L_sfﬁ

-

[N.L.]
21 Septembar 1989
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Frovm the Privale Secrefary 20 September 1989

SCHOOL TEACHER PAY:
HEMIT FOR THE INTERIM ADVISORY COMMITTEE

I am afraid the wrong circulation list was
put on the attached letter when it was sent out
from here yesterday. With apeclogies T belatedly
attach Your copy.

Steven Catling Esqg
Lord President's Office.

CONFIDENTIAL
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SCHOOL TEACHER PAY:
REMIT FOR THE INTERIM ADVISORY COMMITTEE

I should be grateful if vou and copy recipients could
substitute the attached revised version of my letter to you
of 19 September. The original contained an error.

[ am sending a copy of this letter to John Gieve (HM Treasury),

Stephen Williams (Welsh Office), Clive MNorris (Department of
Employment), David Crawley (Scottish 9office), Roger Bright
\Department of the Environment) and to Trevor Weolley (Cabineat
Offirel.

John Ratcliff, E=sq..
Department of Education and Science.
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Lord Prasident of the Council
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SCHOOL TEACHER PAY: REMIT FOR THE IAC PG

Your Secretary of State asked for cnmmenbfﬂg; close of play
tomorrTow on the draft of his remit for the IAC.

The Lord President's only comment was that If it were possible,
point (i) seems to him to fit more sensibly at the end, rather than
the beginning of the remit. In other words, all of the
considerations and constraints would be set out first, and,
against this background, the Committee be asked to consider what
general pay increase should be given, within the suggested overall
limit of E&00m.

However he accepts that, if the polnts are arranged so as to
follow the order of the same order as the statutes, it may be
considered desirable to keep the remit as 1t is.

GILLIAN BAXENDINE
Private Secretary

Stephen Crowne Esq
PS/Secretary of State for Education
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SCHOOL TEACHEERE PAY:
REMIT FOR THE INTERIM ADVISORY COMMITTEE

We spoke about your Secretary of State's minute of
18 September to the Prime Minister with which he enclosed a draft
of his proposed letter to Lord Chilver. I explained that, as the
Prime Minister was away in Japan, it will not be possible for her
to lock at this until over the coming weekend. I will therefore
put the draft into her weekend box, together with any comments
from the other Ministers to whom the material was copied.
Meantime, I assume that your Secretary of State will not be
formally handing over any letter to Lord Chilver when he sees him
this Thursday.

I am sending a copy of this letter to Stephen Catling (Lord
President's Office), John Gieve (HM Treasury), Stephen Williams
(Welsh Office), Clive Norris (Department of Employment), David
Crawley (Scottish Office), Reger Bright (Department of the
Environment) and to Traver Woolley (Cabinet Office).

v

M
|'Ilr _f-1'

PAUL GRAY

John Ratcliff, Esq.,
Deapartment of Education and Sciesnce




CONFIDENTIAL

PRIME MINISTER

SCHOOL TEACHER PAY: REMIT FOR THE INTERTM ADVISORY COMMITTEE

Last Thursday E{EP) invited me to show a draft of my remit for
the IAC to certain colleagues. A draft is attached to this
letter.

The changes made from the matter included in my E(EP) paper
raflect the conclusions at our meeting. I have an appointment
with Lord Chilver at 12 noon on Thursday and would like to get
our main messages EEEDEE to him at that time, ahead of
publication of the remit which I plan for next Monday. With that
in wview I invite colleagues to agree to the attached draft remit

by close of business on Wednesday 20 September.

Copies of this minute go to Geoffrey Howe, Nigel Lawson, Peter
Walker, Norman Fowler, Malcolm Rifkind and Chris Patten: and also

to Sir Robin Butler.

| September 1589
DEFARTMENT OF EDUCATICN AND SCIENCE
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Lord Chilver FRE, FEng, CEIM
Chairman

Interim Advisory Committee on
School Teachers' Pay and
Conditions

s 1 The purpose of this letter is to set cut the issues on which the
Government seeks the Interim Advisory Comrittee's advice in respect of
the year beginning 1 April 19940.

2. In accordance with Section 2 of the Teachers' Pay and Conditions
Act 1987 I invite the Interim Advisory Committee to examine and report

on the following matters subject to the considerations in paragraph 3
and to the constraints in paragraph 4:

(1) what general pay increase should be given to teachers in
England and wales;

ti1) what modifications should be made to the system of
saelectiya payments to increase flexibility and improve
recruitment and retention, includin

(a) what further increase should be made in the number
of incentive allowances and their value relative to
the main professional grade, notably with respect
to shortage gf tegchers in Kgy subjects or in
particular areas and the need to reward excellence
in eclassroom teaching;

(B) what measures should be adopted to improve teacher
supply in areas where vacancy rates are highest,
notably the Inner London Welghting area;

should there be any modification to the pay of heads
and deputies, taking intoc account in particular the

introduction from April 1990 of local management schemes
for schools;

are any cther amendments needed to the provisions on pay
or conditions of service of the EBchoolteachers' Pay and
Conditions Document 19B97
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My Department will in due course place evidence before the Committee in
relation to these matters.

=, In considering these matters I direct the Committee under sub-
gection (4) of Section 2 to have regard te the follewing
conzidaerations.

(i) 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 required guality both
nationally and at local lewvel.

The Government's intenticn to retain the fundamentale ol
the pay structure &nd of the provisions relating to
teacherg' duties and working time set out in the Scheol
Teachers', Fay and Conditions Document 1909,

(111) The Government's wview that flexible pay systems which
allow the ta:getigﬁtmf dditional paymente to Daat
gspecific needs ar effective wey = <#i414+ﬁf )

(iv) Affordability, -ané—Fhe—fali—in—the—rate—aiinilation—
Lv) T rede €l fladin
4, I further direct unter sub-section (4) of Section 2 that the
Committee's recommendations are to be subject to the following
constralints.

(1) The rates of salaries and allowances to be recommended

by the Committee shall be in respect of the periecd 1
April 1990 to 31 March 1991, but the Committee may also
consider and make recommendaticons about the London area
allpowances from 1 July 1989 if they so wish.

The total cost of all the recommendations of the
Committee inecluding both the general pay increase and
selective payments should be not more than an additional
£600m in the 1990-91 financial year or in later years.

In the Government's view £600m is sufficient ss—emabie the committee to
bring forward recommendations whch-¢ﬁek&e—1heﬂiﬂﬂﬂea-ﬂit—nut—Ln—thE

previous—peragrache . £ —

I alec direct the Committee to report to me the results of their
examination of these matters, with their recommendations and such other |
advice relating to these matters as they think fit, by the end of
January 1990. BSub-section 7 of Section 2 of the Act reguires me to
arrange for your report to be published.
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MEETING OF E(EP): 14 SEPTEMBER

You saw the main papers for tcmorrow's meeting over the weekend,
but we now have a few more you may want to glance at.

g

The full list is summarised in my amended earlier minute

immediately below. But there is no need to go through them all.

B e —

guggest you concentrate on:

The flagged note by Brian Griffiths which is immediately below

-

my notes on top of the two dividers. Erian comments in this

single note on the two agenda items on teachers' pay and
student unions.

The teachers' pay papers are in divider one. You may want to
have a brief further loock at John MacGregor's paper at Flag A,
and use the Cabinet Office brief at Flag B (which you have not
seen before) to steer the discussion.

The student uﬁiﬁn papers are in divider two. The key ones are
John MacGregor's note at Flag 6 in which he sets out his
proposed amendments to the earlier Baker package, and the
Cabinet Office brief at Flag H, which identifies the key

iggues for discussion.

&»{J.

PAUL GRAY
13 September 198%




PRIME MINISTER 13 September 1989

Cored To EpucArion: Tudent Uniow
Fob g0

E(EFP): TEACHERS' PAY AND STUDENT UMIONS

Teachers" Pay

John MaecGregor recommends that the remit to the IAC for
teachers' pay 1930-91 should be:

tal a general pay increase of 7.5% - the median of the inter-
guartile range of private sector white-collar settlements

- which amounts to E600M;

changes to incentive allowances to improve teacher supply

in shortage subjects and Inner London:

review of payment to heads and deputy heads because
uf introduction of local management of schools.

Comment

1.5% 18 a reasonably generous settlement, given that inflation
is coming down. As a total for the pay bill, £600M is not
unreasonable, providing that the general increase for all
teachers throughout the country is on the low side of the
inter-guartile range, so that sufficient money can be found

to attract teachers in certain subjects and certain areas.

It 1s amportant that 7.5% is not the pay increase for all
teachersa; with the extra allowances bringing the total
increase in the bill uwp to 6.9%. At & time when monetary
policy 1is +tight, a generous settlement for teachers will
prampt others in the public sector to follow suit, and almost

certainly create an adverse trend in unemployment.




It 18 wital thareforas that tha DES make it elear that 7.5%
is the incraase in the total bill and that they expect the
incentive issue to be dealt with first, leaving what is left

as the general pay increase,

This 1is alsoc an opportunity to emphasise to John MacGregor
the impertance of more flexible routes intoc teaching. The
more rapldly the articled teacher scheme <an be expanded,
the less pressure there will be on teacher supply and the
less need therefore to give generous overall wage increases
to deal with shortages.

Student Unions

John MacGregor's note starts from the premise that somethling
must -be done over the public funding of the opolitical]

=

activities of student unions and especially the KUT. In

view of backbench opinion he is absgolutely right. He also

claims that it is not poszible to add this issue to the
student loans bill witheut the risk of hybridity.

He makes six proposals.

(1) Mational Union of Students

His strong preference is that public funds should not be

e

uiged to pay NHUS membership fees; which in view of the nature

of most HNUS activity 1s surely correct.

Becommendation

Accept.

{ad:) Local Student Unions

John MacGregor is right to say that the arguments set out




in paragraph 2.9 of the draft paper againset allowing
individual students the right to choose whether or not to

join their lcocal unicon are not strong.

If the NUS5 suffers a demise because of lack of funding it
13 1inevitable that local student unions, at least im higher

education, will become more political.

crucial issue is how contentious legislation in this
likely to be. If the NUS problem iz tackled, other
in higher education will almost certainly be more

IMporcanc.

Fecommendation

Necessary to enquire further as to the likely conflict which

this piece of legislation would generate,

(iii) Registrar of Student Unions

This 18 effectively a qguango. I find myself persuaded by
the arguments of Norman Lamont, Malcolm Rifkind and especially
Fatrick Mavhew. The case for establishing such a guango
is weak. Much better to encourage those with grievances

to use the existing svystem.

Recommendation

Vary little point in setting up a new guango.

(iv) Timing of the Consultative Document

John MacGregor suggests publishing the consultation paper
in early summer 1920, after the student loan bill is out

Tsan laf

ERIAN GRIFFITHS

of the way,
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TEACHERS' PAY 1990-91
A REMIT FOR THE INTERIM ADVISORY COMMITTEE
E(EP) (89)4

DECISIOHNS

Ls The main issue for decision is what remit the Interim
Advisory Committee (IAC) should be given on teachers' pay and
conditions for 1%90-15%1.

s Mr MacGregor seeks agreement to tell the IAC that the total
cost of their recommendations on teachers' payv in England and

Waleg for 1990=91 should fall within the interquartile range of
private sector white collar settlements. On the basis of
settlements to the end of June this would give teachers an

increase of between 6.5 and 8.9 per cent. The actual remit would
ba based on November's figures which could be slightly higher in
view of the trend of recent settlements. The IAC would be asked
to have regard to affordability. You will wish to decide whether

to endorse Mr MacGregor's proposed financial copstraint.

3. Mr MacGregor also proposes that the remit should cover a
number of mnore general matters including measures to Iimprove
teacher supply and modifications te the pay of heads and deputies
to take account of the introduction of local management schemes
(paragraphs 3,4 and 5). The IAC would be asked to report by the
end of January. Subject to any comments which the Sub-Committee

may have, vou may wish to ask Mr MacGregor to clear the detailed
remit with the Treasurv.

& . ¥You may wish to ask Mr MacGregor when he expects to report

back on long-term pay machinery for teachers and perhaps agree a
deadline with him. We understand that the Chancellor may be

briefed to raise this.




CONFIDENTIAL

BACEGROUND
& Recent teachers' pay settlements have beaen as follows:

o In 1986 and 1987, the two vyears before the TAC
began, teachers received increases totalling 25 per
cent. This comprised 7.3 per cent in March/April 19586

and 16.4 per cent in two stages in 1987.

ii. For the settlement in April 1988, the IAC's first
year, a financial constraint of £300 million was set,

which would have given an average rise of 4.25%. In
the event the IAC's recommendations were worth 4.75% on
average which the Government accepted in full. In
addition 72 per cent of teachers received an increment
in September 1988 under the previcus vyear's agreement
which meant that their teoctal rise in 1988 was between
B and 13 per cent.

iii. For the April 1989 settlement a constraint of
£385 million was set, after discussion in E(EF), which

was worth 5.1% on average. In the event the IAC's
recommendations were worth 6.3% and were accepted.

B In recent months there have been a number of relatively high
pay settlements. They include electricity (9.2%), British Rail
(8.8%), Local Government Officers (8.8%), Police (9.5%), ICI
(9.6%) and tha BBC (B.B%). Local governmant negotlators have

recently been reported as offering their manual workers B.8%.
British Talecom staff have bean offered 9%. Average seattlaments
over the past year as a whole have been lower, with the public
sector average being 6.75% and the private sector 7.5%.

ISSUES

Mr MacGregor's case
T Mr MacGregor wishes the IAC's constraint to be set so that
CONFIDENTIAL
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there 1z no fall in the real wvalue of the teachers' main pay
acale (paragraph 7 ii.), with additional resources available to
provide higher incentive allowances to mitigate shortages of
teachers in key subjects or particular areas (especially London),
to reward excellence in classroom teaching and to take into
account the local management of schools in the pay of heads and
deputies. He therefore proposes that the IAC should be required
to pitch the full cost of their recommendations between the lower
and upper quartiles of private sector white collar settlement in
tha yvear up to November 19B%. Such a constraint would produce a
range of 6.5 - 8.9 per cent for the year to June 19589, with a
median of 7.5%. Given recent trends, the range may be slightly
higher than this by November.

8. Mr MacGregor supports his case for this remit as follows:

[ long-term machinery. He aims to have new long-term

machinery in place, by agreement, in time for the April 1991
sattlament. He is canvassing proposals which include a veto
an cost grounds delineated by the upper and lower quartiles
of private sector white collar settlements. He suggests that
a settlement based on the interquartile range this year
would make discussions on the new machinery more productive.
Presumably if he were to fall to reach agreement on new
machinery one or more further vyears of the IAC would be
needed.

ii. vacapngies. There has been some worsening of the
vacancy position with 1.5% of posts wvacant in January 1988
compared to 1% a year earlier. Recruitment to teacher
training courses remainz helow target (see Annex A to his
Paper) . Threatened shortages of teachers at the beginning

of this school term have attracted considerable publicity.

Treasury position
g. We understand that the Chancellor of the Excheguer will be
CONFIDENTIAL
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likely to agree that the remit sheould be based on the
interguartile range as Mr MacCGregor proposes but may stress the
importance of affordability.

Points for discussion

10. There are a number of issues which vou may wish to raise:

ipnterpretation of remit. It can be argued that using
the intergquartile range for the IAC is not the same as using
it for local authoritiea under the proposed long-term pay
machinery. Leocal authorities will be accountable through
the community charge for their decisions but the IAC will
not ke subject to the same discipline and in the past has
had no compunction about exceeding its remit. You may wish
to ask Mr MacGregor whether there is a risk that the IAC
will interpret their remit generously. at the upper end of
the upper guartile, or even a Jlittle in excess of it. If
the proposed approach is adopted it will at least be

important to phrase the reference to 'affordablility' in the
formal remit in a way which carries real conviction with the
IAC.

ii. wider implications for pay. The Chancellor and Mr
Fowler mavy wish to compment on the wider implications for pay
and the economy of setting the IAC's remit at the level HMr

MacGregor suggests.

iii. implications for the community charge. The implications
of the IAC's remit for the distribution of total standard
spending between services is a matter which can be
considered in the forthcoming local authority settlement.
But vou may wish to as & Secretar E State for the
Environment about the pressures which the proposed

gettlement will add to community charges, unless local
authorities take action to reduce their budgets.

CONFIDENTIAL
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Poszible alternative

11. An alternative would be to set the constraint this year at
the current median level of private sector white collar
gsettlements, which is 7.5 per cent. This could be defended as
fair compared with private sector groups; it could be presented
as anticipating a decline in the level of pay settlements by next
epring as the level of the RPI declines; and indeed it would be
above the RPI figure for August which is expected to be announced
on Friday (7.4 per cent). To aveoid any suggestion of
comparability the remit could be expressed as a cash limit on the

R —
=] lement, as has been done in the last two years, and would be

the Government's judgement of what could be afforded, given the
other pressures on the community charge. For a 7.5 per cent
average increase the figure would be £600 million.

A Long-term machinery

12. ©On 14 June E(EP) considered Mr Baker's plans for a new long=-
term pay machinery for teachers. After further work had bean
done, you agreed in July that Mr Baker could announce that the
Government would consider alternative approaches to the Teachers'

Negotiating Group proposed in the 1987 Green Paper. Subseguently
Mr Baker held a first round of meetings with teaching unions and
other interested parties. The Chancellor is keen that momentum
on this should not be lost. You may therefore wish to ask Mr
MacGragor where thi now stand and perhaps agree with him

deadline for reporting back to E(EP) with his conclusions. A datea

in November would give him a further two months.

IAC's term of reference and timetable

13. Mr MacGregor proposes that the IAC be asked to report by the
and of January, as they did this year, =so that their
recommendations can be considered alongside the Review Body

Reports in February. The Review Bodies however have been asked to
report in time to enable decisjons to be taken by the end of
January. The two timetables would therefore be slightly out of
kilter, as they were this year. Mr MacGregor says it ought to be

CONFIDENTIAL
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! I b P PO
possible to bring the two exercises together once again. But vou

14. Mr MacGregor also seeks agreement that the IAC should be
agsked to consider the matters in paragraphs 3 and 4 of his paper,
and have regard to the considerations in paragraph 5. You may

wish to ask him to agree the detailed remit with the Treasury

HANDLING
15.
Sgience to introduce his paper. The Chancellor of the Excheguer

will wish to respond. The Secretary of State for Employment may

wizsh to comment on the conseguences for pay policy generally.

The Chancellor of Duchy of Lancaster may wish to comment in view
of his previous responsibilities. The Minister of State,
Scottish Office (Mr Lang) is attending in view of Mr Rifkind's
absence abroad.

D

R T J WILSON
Cabinet office
12 Saptembar 1985
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MEETING OF E(EP): 14 SEPTEMBER

You may like to have a firat look over the weekend at the main

papers for next Thursday's meeting of E{EP}.

Therea are two itqmg. with the papers organised in the dividers
balow.

———

XD Teachers Pay

In the light of the earlier decisions on the organisation of
teachers pay arrangemants we now need to settle the 19590/91

remit for the IAC. dJohn MacGregor's paper at Flag A sets out
his proposals.

His central proposal is that the cost of the recommendatlons

should fall within the interguartile range for private sector

white collar settlements. The latest figures for that range

are: b.5=8.9 per cent,; with the median at 7.5 par cent. But I

imagine that over the coming months thosae fzaﬁ}es counld edge
ap. I have not yet seen Treasury comments, but they will he

lazs than haﬁE} about giving the IAC as high a remit as this,

particularly given the record in the last two yvearzs of

over—runs.

—

This will be an important discussion for pay pelicy. But it

also has key implications for public expenditure, with a major

bearing on the discussion you will be having later next

Thursday about the community charge.

e ————
_— e —

et
I will let you have briﬂ-fiﬂg on the paper next week.— CE22

Hos B o+ Plogh -

(21 Student Unions

There are a namber of papers on this:

R

L .
Flag$& - is the original minute that Eenneth Baker sent

CONMFIDENTIAL
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you in late July setting ocut his proposed package. He

envisaged publishing a consultation paper inm EEEEEmber,
Flag & - your commenks at that stage on the handling, in
which vou agreed to an E(EP) discussion in the llight of

any further comments £rom John MacGregor. You indicated
you were doubtful about the possibility of legislation in
the 1990/91 session.

a—

Flag.;F- notef from Wicholas Ridley supporting the
original Baker package.c_o P&J'-P_- E.mm:{u: c.....-ﬂt#i--f Fuo
ﬂ_rﬂfﬁJ-FJA?
for S e et
Flag £ - some comments from Malcolm Rifkind, Norman
Lamont and Patrick Mayhew guestioning aspects of the

Baker package. All three have doubtz about the idea of a

Registrar of Student Unions; and Patrick Mavhew also

raissd some further points.
Flag E - the latest note from John MacGregor setting out

his views. He is broadly happy with the Baker package

but wants to make some changes of emphasias to the

consultation papery in essence toughening the approach on

funding the NOU5 from public funds, but perhaps softening

the approach towards local student unions. In response

ko colleagues comments hes also proposss amending the

mataerial on a Ragistrar,.

On the timetable he proposes:

- deferring the cmnsulta:@un paper until early summer
1990; =
E;kinq a view later on whether to legislate in 1%90/91

or leave matters for the Manifestoj

making clear before the Party Conference that there
will not be legislation on =tudent unions in the
forthcoming Student Loans Bill.

Agalin I will let yvou have further briefing before tha meating.

Qpce. = —oee Chosh off', Lof O Py B
[ PAUL GHAY)
B Septembsr 1989

CONFIDENTIAL
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TEACHERS' PAY : KEGOTIATING MACHINERY
I 'I,fli.
My Secretary af-zgigﬁsﬁﬁs grateful for the Prime Minister's

conments on his June minute as conveyed in your letter of 4
July, and for the comments made by the Chancellor of the
Exchequer and the Secretaries of State for the Environment and
for wales.

My Secretary of State accepts that his consultations with the
employers and the teacher unions should be gpen-minded, so
preaserving freedom of decision for a Treport back to E(EP). He
will take account in conducting them of the points which the
Prime Minister and the Chancellor have made.

It is now urgent to begin those discussions. Lord Chilver has
accepted my Secretary of State's invitation to chair the IAC for
one further year. We propose next Monday to announce the cne-ysar
extension of the IAC and the resumption of consultations. A

draft of a Parliamentary written reply is attached.

Copies of thie letter go to the Private Secretaries of members of
E{EP) and to Travor Woclley (Cabinet Offica).

Tousn

-

Jq__.l"

T B JEFFERY
(Private Secretary)




DRAFT P AND ANSWER

To ask the Secretary of State for Education and Science when he
expects to hold further discussions with the teacher unions and
employers about new pay negotiating machinery for teachers.

As I told the hon Members for Ceredigion and Pembroke North (Mr
Howells) and for Sheffield, Hillsborough (Mr Flannery) on 4 July
(Col 142), I am arranging to have further meetings with the
teacher unions and employers later this month. I see our

discussions as ranging more widely than the proposal for a
Teachers Negotiating Group set out in the Green Paper of October
1987. I recognise that it will not be easy to find a solution which
ig acceptable to all parties. It is, however, essential that we
get the new arrangements right and I have therefore decided to ask
the IAC to sit for a further year to give time for this. I shall
in due course ask the House to approve a one year extensien,of

the Teachers' Pay and Conditions Act 1587.
In letters to the teacher unions and employers I have said

"It wag clear from our previous exchanges that there are widely
differing views. You already know the importance I attach to
getting the new arrangements right. With this in mind I see the
agenda for our next round of discussions ranging more widely than
the proposals for a Teachers' Negotiating Group set out in the
Green Paper of October 1987 and lock forward to exploring with you
a number of new ideas.

I hope you will join me in approaching these difficult issues in a
constructive and open minded way, working together towards an
objective we can share. I recognise, however, that it will not be
easy to get things right. I have therefore decided to ask the IAC
to sit for cne more year, to deal with the 1990 pay settlement, to
give us time to reach an agreed basis for stable, permanent new
pay determination arrangements for the future. I will be asking
Parliament later this year to agree to the necessary extension of
the Teachers' Pay and Conditions Act 1987 and will announce the
Committee's new remit in the early autumn."
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TEACHERS' PAY: NEGOTIATING MACHINERY

4 July 1939

Tha Prime Minister was grateful for your Secratarv of
State's minute of 2% June. She has alsn sesn the sommente
from tha Chancallor: and the Sscretaries of State for Wales and
the Environmant.

Th ime Ministar suggests that your Secratary of State

rhoul roceed on the following lines:

€rd she 15 centent with his proposal for adepting the
inter-guartile range; subject to the Chancellor's
suggested variation on the formulaticon of the
vaeto, and to maxing clear that following a pay
gettlement thers would be no questicn of extra
grant from central Government to pay for the
anployment of more teachers.

ghe accepts Chat a complete move to local
negotiations should not ba made immediately, but
would want vour Secretary of State to make a much
clearar statement about the Govarnment's wish to
mowve towards local negotlations over a pericd of
time.

he =hould take Lnto account the Chancellor's
comment of cons:idering further the practicality
of asing the IAC in the way propoged.

he should now open discussions with the teaching
unions along thess lines, but these should he
kept as open-minded az possible =o that the
Government i3 not committed to amy particular
structura before your Secretary of State makes
Hia renart back to BIEP).

1 am copying this lektter to the Private Secretaries to
mambers of Z(EP) and to Trevor Woolley (Cabinet Office).

Tom Jeiffery, Esq.;
Dapartmant of BEducation and
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FREIME MINISTER

TEACHERE' PAY: NEGOTIATING MACHINERY

At the last meeting of E{EP) you asked Kennath Baker to
consider two additione to his proposals for teachers' pay
negotiating machinery:

adding a Megaw constraint on settlements to between the

lower and upper guartiles

giving individual LEAs a right to opk cut of the central
negotiations.

Mr. Baker's minate at Flag A responds to this remit. Other
colleagues have also now commented, and Mr. Baker is anxious

ftor a response before he has to respond to education Questlons

e

COMOTLOW .

Mr. Baker's proposals at Flag A involve:

introducing the inter-quartile range as a constraint and

a '3 S h T ——
gaying that the Government would not veto on coet grounds

—_——

any settlement Ealling within it;

[ =

making a cantious move on local negotiations by allowing
" — g y—

a limited number of auvthorities €0 opkt out on an

experimental basis; and thes reviewing the position in a

fow vears.

He wants to conduct wide-ranging and cpen-ended discussions
with the teacher unions on these proposals with a view to
reporting back Lo EL{EP) later in the summer.

These proposals have met with a mixed response:

—

Pataer Walker (Flag B) supports tBhem;
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tha Chancellor (Flag C) "walcomes the broad thrust® but

makes some detailed points, cﬁféfly modifying the
Eormulation on the irter—-gquartile range by saving the
Government would mot normally expect to weto such
sattlamaents;

Nick Ridley (Flag D)} is very hostile. His minate is
e —
pazzling. He arques satrongly for mquing guickly to full

local negotiations, but justifies this with the bizarre

argumant that the E(LF) local aanthority settlement is toao
tight to permit any other approach. In effect Nick

Ridley seems to be arguing against the very E(LF)
settlement that he recommended to the Commibtes;

Brian Griffiths (Flag E)} recommends -

supporting the inter-guartile range proposal but
bolstering It by stressing that the Goveroment will

rot put up extra funds Lo pay for any extra

teachers that local authorities take on;

urging taster progress on local negotiations)

the Cabinet Office (Flag F) provide a commeantary

supporting the Chancellor's amended line on the

formalation of the weto in relation to the inter—-guartile

ranga, and suggesting vou urge a clearer statement about

T

the Government's wish to move to local negotiations.

One possible way through these differing views would be:

til supporting the inter-guartile range proposal,

ubject to the Chancellor's suggested variation on
the formulation of the veto, and Brian Griffiths®

polnt about no more money for extra teachers;

Iii].faccEpt a cautlous approach to the developmant of

o
/ local negotiations, but urge a more positive line
vff than Mr. Baker currently intends;
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agree that Mr. Baker should now open discussions

with the teacher unions but support the

L=
0

Chancellor's suggestion that these nesd ko be as

aopen-anded az posgible =o that the Govermment is
il i

not committed to any particular structure beforas

setnalEa -

Mr. Baker makes his promizad report back to ELEP).

C—

Cantant for me to mindte out in these terma?

HF. [PAUL GRAY)

3 July 1989
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2 MARSHAM STREET
LONDON SWIP 3EB

01276 3000

My ref

Hour rel

The Rt Hon EKenneth Baker MP

Secretary of State

Department of Education and Science

Elizabeth House

York Road

LONDON

SE1 TPH L July 1989
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TEACHERS" PAY: HEGETI&TI N MACHINERY

4

In your lgtfhrﬁﬁf 46 June to the Prime Minister you invite comments
on your revised proposals for negotiating machinery for teachers’
pay. I am very concerned about the extent of continuing central
involvement in the dissemination of teachers’ pay levels which you
envicsage, since I think it will get us into severe Alfficulties in
setting appropriate levels for total standard spending by local
authorities and may weaken the resolve of local authority employers
to stand firm on pay demands by the teachers.

For 1990,91 the problem will confront us shortly. We have so far
agreed in E(LF) that total standard spending for that year should be
Eet at £32.8 billion; that is a £1.7 billion (or 3.3%) increase over
198990 budgets of E31.7 billion. We have not yet discussed how to
allocate this increase between service blocks. But it is already
possible to identify some items which are likely to be seen by
colleagues as first calls on the total available, including in
particular:

Police pay - perhaps £200 million

Teachers pay - £500 million {(assuming a remit for the
IAC in line with inflaticon in the range
B - 7%)

Community Charge running cests - £200 millien

These three items alone would therefore consume £%00 million of the
£l1.1 billion increase we are providing for, leaving snly £200
million for all other services, egquivalent to eonly about 1%, It
will be very difficult to present this as a plausible and realistic
figure for total standard spending. Faced with this situaticn I
should have to argue for sgueezing the total allowed for teachers
pay in the IAC remit down towards the general 3.3% increase allowed
for in the settlement. But I imagine you and other colleagues may
see some difficulties in this.
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It appears to me that we are saddling ourselves with an unnecessary
problem by continuing with the IAC and the necessity to give it a
remit which implies a pacticulat percentage increase for teachers’
pay next vear. It would be much better 1f we could say to the
authorities that we are fixing a total level for all their spending,
and leave it to the authorities TREMZEIVES TO WOLE SUT what they can
afford for pay increasef for their various different groups, having
regard to all the different efficiencydavings they may be able to
make, and the pressures of the community charge.

Against this background I would like to urge reconsideration of the
poseibility of moving immediately to the restoration of full local
barganing by the local authorities and the feachers’ unions without
central intervention and controls. I believe we are facing a very
difficult problem for 1990/91 if we continue with the IAC. And the
proposals you make for later years seem to me hardly less diffiecult,
since they will still involve a very stiong role for Government in
influencing the pay negotiations, with the conseguent undermining of
local authorities determination to act as firm and responsible
employers in this area. In particular the proposal to constrain
negotiations within the previous year’s inter-guartile range seems
to me likely to be highly inflationary, particularly at a time when
inflation ought to be falling.

I am copying this letter to the Prime Minister and tEhe Chief
secretary.

A s
p {:JHIEHGLA.S RIDLEY

{Approved by the Secretary of State
and signed in his absence)
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[reasury Chambers, Parfliament Street, SW1P AAG
Ol -270 3000

PRIME MINISTER
TEACHERS' PAY: HNEGOTIATING MACHINERY
I have sean a copy of Eennath Baker's minute to you of 26 June.

v 40 Dfficials will clearly have to do more detailed work before
we have fully worked up preposals. I should have preferred to
have made further progress on this before opening consultations.
But I can ses the difficulties of delay. If consultations are to
ba started immedistely, they will need to ba as open-ended as
possible so that we are not committed to any particular structure
in advance.

z i That said, I welcome the broad thrust of the present
propaosals, subject to the following points.

4, First, I saesa soma aAttractions in Kenneth Baker's proposal to
use the inter-quartile range as & way of delineating the
circumstances in which the veto might be used. This gives us less
control than if an inter-quartile rangea constraint were applied
directly to the negotiations, as 18 the case Ifor the civil
service, But it does have one advantage in not ruling out the

- 2 % e ————
possibility of settlements below the bottom of the range, however
unlikely that may seem at present. We are bound to have to say

something to the House about the exercise of the wveto and
alternative formulations could be forced upon us in the course of
the passage of legislation which could ba much woraa. I would,
however, prefer to express it in a slightly different way, by
saying that we would not normally expect to veto on cost grounds
any settlement rfalling within the Iinter-quartile range. This
would give us a slightly greater freedom of manceuvre.

CONFIDENTIAL
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5. I do not, incidentally, accept that the adoption of this
formulation should necessarily carry with i1t any presumption about
the level of provision which would then have to be made in our
agssassments of spending need.

b Second, I am sure that our objective should be to incrsase
the scope for the exercise of local flexibility within the
framework we already have, and to encourage such local authorities
and individual schools who prefer to opt our of national
negotiations in favour of making their own arrangements. 1
suspect, however, that local negotiations are not something on

which we can realistically expect to make rapid progress and
rushing our fences could prove to be counter-productive. This is
an issue which will need to be handled delicately.

T Third, I am not entirely convinced that we hava yat fully
thought through the practicality of using the IAC in the way
proposed. I hope that this is one of the 1ssues on which the
further work by officials will focus.

8. I hope that officials will also look further at the extent to
which the new system has to be enshrined in statute. A veto power
which would be exercisable only subject to Parliamentary approval

would be wirtually unusable.

Q. I am copying this minute to FKenneth Baker and to other

colleagues on E(EFP).

CONFIDENTIAL
2
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TEACHERS' PAY: MNEGOTIATING ARRANGEMENTS N Tl ?C‘.

Thank you for copying to me vour minute nf#?ﬁ“ﬁagé to the
Frime Minister.

I agree that restricting settlements to batwean the lewer and
upper gquartiles of private gector settlamants would ba ==
helpful to both the local authorities and the teacher
associations. It could also help recruitment by providing
graduates with an assurance that teachers' pay would not
decline in the long term relative to other professions. The
proviso that settlements within thesg limits will need to be
reflected in the funding providad for local authorities is,
howaver, wvery important.

I share yocur view that we should be cautious about moving
away from statutory, national arrangements for dealing with
teachers® pay. The arrangements for pay and conditions
introduced in 1987 were a very marked departure which,
although they were imposed on the profession, have now been
widely accepted as workable. It would be dangercus to
introduce fresh uncertainty on pay and conditions at a time
when teacher recruiltment is in any case likely to present a
very difficult problem. I am content with your suggestion
that there should be some experimentation with locally based
negotiations, with a review after a period of years, before
decisions are taken to move away from a national, statutory
fEramework. -

I am copying this to the Prime Minister a E{EP)
colleagues. i

The Rt Hon Eennocth Baker MP .

vacretary of State for Education and Science
Department of Education and Science
Elizabath House

York Road

e L T L T L
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PRTME MINWISTER <2 June 1989

Fenneth Baker proposed to the last meeting of E{EP) that
1t was important to honour the manifesto promise and set

up new machinery for negotiating teachers pay.
The structure he proposed was:

(fa) a basiec structure of free collective bargaining

betwaen LEA's arnd teacher unions:

but subject to a power by the Secretary of State
to refer the matter back to the parties for future

consideration, with an uvltimate power of override.

In this latest minute he considers two further issues [i)
constraining +the negotiations within the inter-guartile
range ©of private sector white collar settlements, (ii)
allowing local rather than national negotiations to develop.

(i) Inter-quartile range

This i1s a sensible constraint similar to the Megaw propcsals
for the civil service. The guestion remains however as

to whether it is enough.

The Secretary of State argues that the introduction of the

constraint should be accompanied by a statement that the

Government would not wvete on cost grounds any settlement

falling within it. It is this which needs to be gueried.
- - - ﬂ . § T

The one crucial differernce between the civil service and

teachers is that management in the civil service controls




numbers of pegple employved, whereas central Government

would have no such control over the total number of teachers

——

employed by LEAS.

This could result in the following situation. The

negotiations settle on a result near the upper quartile.

LEA's then employ more teachers. LEA's as a group justify

thie to central Government by arguing that it is erucial

for the dJdelivery of the national curriculom. They go on

to argue that it is not something which should be financed

through the community charge on local communities and insist

that tre Government increase the Revenue Support Grant.

The end result is that total costs for teachers nay have

rigen far more than the pay increase because the Government

has no effective vetoc on numbers of teachers employed.

—

Recommendation

The new proposal needs to be supplemsnted by a condition
which states that negotiations will not involwve extra

expenditure by central Government to pay for extra teachers.,

(ii}) Opting Out

The proposal here is that the Government should not encourage
a general move +to lecal negotiations, but only agree to
a limited number of local authorities opting-out on an
experimental basis,

The fact iz that DEE are ogpposed to leocal wariations for
two reasong: loss of control and the inegualities they

might generate. They state guite explicitly:




"Significant wariations in provision arising solely
from the relative wealth of community charge payers

in different areas would ke hard to defend.® (Para
4]

It is not at all clear that local wvariations would simply

reflect different wealth:

{a) if housing costs in certain parts of the South Bast
arc high then schools and LEAs will have to pay
more to attract teachers’ than 1n other parts of

the countrv;

in some more wealthy areas in which a higher
proportion of pupils are educated privately it 1is
not at all clear that community charge payers would

agree willy-nilly to paying teachers more;

inner c¢ity areas would be able to pay relatively
more because of their revenue support grant being

higher to cover special needs.

Local wvariations in pay will give us a much more effective
schools system. At present LEA's do not use the possible
variations in the system to the full, ag incentive allowance;,
pay for heads. Policy shcould encourage this as well as
allow as many LEA's and schools' as possible to introduce

local negotiations.

RECOMMENDAT10N

The' SBecretary of BState should (i) encourage the emplovers
and unions to use to the full the flexibility within the

existing pay structures and (ii} state that he will allow

LEA"s and schools to determine pay locally.
1.
r 'T{-—ﬂ..

BRIAN GRIFFITHS
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TEACHERS ' PAY: NEGOTIATING MACHIMERY
You nsked for advice on Mr Baker's minute to the Prime Minister
of 26 June.

BACEGROUND

2 At the meeting on 14 June E(EP) saw attractions in noving
away from national negotiations between local authorities and the
teachers' wunions, towards a system of local negotiations
conducted by individual local authorities. Differences in
recrultment and retention across the country, and in housing and
other costs, could then be reflected in the salaries paid to
teachers. Mr Baker was asked to do further work on the basis of
the option he had proposed, but with twe important additiens.
First, he was to consider the feasibility of adding a Megaw-type
conatraint which would restrict settlaements to between the lower
and upper guartiles of private sector white collar settlements.
Second, he was to consider how his proposals = or alternatively
continuation of the IAC - might be made subject to the right of
individual 1local authorities to opt out, and how over a
comparatively short time a system of entirely local negotiations
might develop.

MATH ISS5UES

-, 8 Mr Baker's latest proposals conform breadly to this remit.
We do not yet know the Chancellor of the Exchecquer's reaction but
his officials think that he may go along with Mr Baker's brocad
approach, whilst being more positive about early moves to lecal
negotiations.

Inter-gquartile range

4. Mr Baker proposes to include a reference te the inter-

guartile range of private sector white collar settlements in his

new arrangements for teachers' pay by saying that the Government
would net veto on cost grounds a settlement negotiated with the
local authorities if it fell within this range. This would be

CONFIDENTIAL
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less restrictive than the proposal discussed at E(EP), that the
negotiations econducted by local authorities should be
congtrained to settlements within the inter-guartile range. WHe
understand, however, that the Treasury may ses some advantages
in this more flexible approach. It would aveid a direct form of
comparability with private sector pay and would place the
responsibility for settlements more clearly on the local
authorities. It would also allow the Government to explain how
it might use its weto, with a formulation that might prove
slightly easier to use than the Government's veto on police pay
settlements; which Home Secretaries have sald will only be used
for reasons of the utmost national importance.

5. We also inderstand that the Chancellor may suggest a
slightly less constrained formulation for use of the veteo, along
the lines that it would not normally be used when a settlement
was nhegotiated by the local authorities within the inter-guartile
Fange. The Prime Minister may see merit in this more flexible

Local Negotiations

B Mr Baker proposes to allow "a limited number of wvolunteer
local authorities" to opt out of national negotiations on an
experimental basis. Such authorities would settle all issuas
about pay and conditions, except for a few key conditions of
sarvica which Mr Baker wishes to continue to determine
nationally. There would then be a review in a few years' time
akout the desirability of moving to whelly lecal negotiations.

y i The Prime Minister will wish to consider whether she is
satisfied with this progress towards local negotiations. IFf so.
she mav wish the negotiating brief attached to Mr Baker'"s mipute

E the Governmant's wish

o meve to local negotiations. We understand the Treasury are

advising the Chancellor that it may be preferable to avoid

public emphasis on an experiment with a limited number of local

authorities involved, but rather to provide local authorities
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with substantial flexibility in how they can implement any
national sattlement.

Interim Advisory Committee

8. Ecma members of E(EP) suggested on 14 June that continuation
of the IAC in its present form for a number of yvears might be the
most attractive option. M Baker did not favour +this. His
negotiating brief envisages however that he might retain a power
to refer matters to an IAC-type body if no agreement is reached
within a timetable. We understand that the Chanceller has
reservations about this. His concern is that the Government would
be invelved in setting the IAC's remit, and that in practice the
remit would be unlikely to be set at less than the local
authorities had already offered, which could well be mcre than
the Government felt should be awarded. If the Pripe Minister
shares the Chancellor's reservations, she could ask Mr Baker to
work up alterpative methods of avoiding the difficulties created
by fajling to agree a settlement. Tha lack of such a mechanism

under Burnham was cone of its major weaknesses.

HEXT STEPS

1d. If Mr Baker's approach 1s agreed, he proposes to have
further discussions wilith the 1local authorities and teachers’
unions before the summer Recess, report back to E(EP) around the
end of August/early September and make an announcement at the
same time as the IAC's remit for the 1990 pay settlement. If

necessary, final decisions on both the IAC remit and the new pay

machinery could be settled at a meeting of E(EP) in September.

R

R T J WILSON
29 June 1989

CONFIDENTIAL




CONFIDENTIAL

FRIME MINISTER
TEACHERS' PAY: NEGOTIATING MACHINERY

i I was asked at the meeting of EZ(EP)} on 14 June to
consider two additlons to the proposals set out in Annex B to
E(EP)(89)2:

aj the feasibility of adding a constraint restricting
settlements to between the lower and upper guartiles
of private sector white collar settlements.

how those proposals might be made subject to the
right of individual LEAs to opt out and how over a
comparatively short time they might develop into one

of entireiy Llocal negotiations.

Following discussions between officials of the interested
Departments I believe that we can make progress on both,

Inter-quartile Range

2. Adopting the inter-guartile range as a constraint on
the negotiators would protect us against the risk of local
authorities' conceding extravagant settlements. And, as with
the Civil Servankts, 1t would assure the tEﬂChEEE that their

pay would not deteriorate sharply againet that of others.

Such an assurance would be very wvaluable within the context
of recruitment and retention in the 1950s when the
demographic situation will not favour a sufficient supply of
teachers. We should give effect to the range by saying that
the Government would not veto on cost grounds any settlement
falling within it. There would also nead toc be sufficient
provision within our assessment of aggregate local authority
standard spending for settlements to be reached within the
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inter-quartile range. The disciplines of the community
charge system would discourage the employers from offering
more than the minimum required on recruitment, retention and

motivation grounds.

. Such & system could operate entirely on the basis of
statements of Government policy combined with the necessary
finanecial provision, but the House would probably want the
constraint on the exercise of the coBt veto written into new
legislation.

Opting Out

4, Pay and conditions were only brought together for the
first time, and conditions of service including working time
prescribed, in 1987. The gains made then are not yet bedded
down. Significant wvariations in provision arising solely
from the relative wealth of community charge payers in
differant areas would be hard to defend. For the prasent,
therefore, the balance of advantage seems to lie with

maintaining effective controls over key elements. The

proposals I put to E(EP) on 14 June would prﬂvi&e this.

5. Nevertheless, our long term aim should be to push as
many decisions down to the local level as we can. One way of
doing this is by continuing to increase the scope within the
national pay framework for local variation teo match local
needs and circumstances. The present Teachers' Pay Document
already goes a long way in this direction: local authorities
do not yet fully exploit the flexibilities which it offers.
The other way is by allowing local negotiations on pay and
cenditions. These are an unknown guantity: they present
dangers as well as opportunities. We gught to see how they
work out in practice in a range of local authorities before
moving to a system of entirely local negotiations. I
proposa, therefore, to allow a 1imited number of volunteer
authorities to opt out of national negotiations on an
eXperimental basis in the first instance: they would be
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allowed to settle everything except a few key conditions of
service matters, which would be excepted. We can then review
in the light of experience in a few years time the
desirability of moving teo wholly local negotiations.

Next Steps

B. Clearly officials need to do more detailed work
before we have a fully worked up proposal. But the way now
seems clear for my holding discussions with the teacher
unions and employers before the Summer Recess, in parallel
with Ehe further work to be done by offiecials. I propose to
conduct these on a wide ranging and open-ended basis, on the
basis of the attached WNegotiating Brief. My aim would be tao
report back to E(EP) in late August/early September in the
light af those discussions and the further work done in

parallel, so that we can reach decisions in time for an
annauncamnant at the =ame time azs the [AC's remit for the 1990

pay settlement.

¥ I should be glad to know by Friday 30 June if you and
E(EP) colleagues, to whom I am copying this minute, are

content .

A3

KB 26Tune 1989
DEPARTMENT OF EDUCATION AND SCIENCE
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KEW TEACHERS' FAY MACHINERY
KEGOTIATING ERIEF

1 After careful consideration of views expressed in response
to Green Paper, Government is ready to explore alternative
solutions to the THG.

2. vital we get new machinery right for negotiating teachers’
pay. Difficult issues to explore. Both the education service
and the local authority system of finance are in a process of
rapid change. Too important to rush. Need to get the community
charge arrangaments bedded down. So propose to ask the IAC to
operate for cne more year to give us time to work towards
mutually acceptable permanent new arrangements. The altermative
would be to impose the TNG now.

.. One approach might be for the Government to leave
initiative for negotiations with the teacher unions and local
authority employers, rather than having a tri-partite
arrangement, within the broad framework provided by the new
community charge regime. This model has some attractions.

4. But the Government would need to be sure deadlock could
not arise and would need some residual safeguards on coet,
structure and conditions. How might these be provided? In the
first instance this gquestion would be put to the LEA employers
and teacher unions.

5. The posaibilities which have occurred to the Government
include

defined timetable for negotiations
inter-guartile constraint on negotiations
agreements to take the form of recommendations to

Secretary of State, with him having a powar of reference
back and an ultimate override power
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what grounde for using override power: overall cost;
economy, efficiency and effectiveness in the use of

regources : educational?

power to refer matters to IAC type body if no agreement
reached within the timetable.

An eventual agreement would no doubt need to include several

elements of this kind,

6. No systam is ideal. It has been much to the advantage of
the teaching profession over the last two years to have avoidea
divisive arguments about pay and conditione. Might there after
all be advantage in keeping scmething like the IAC, perhaps
subject to some understandings about the nature of the remits
within which iz would work?[if the remit is freer, possibly
coupled with a no-strike agreement.]

7 The long term interest of the education service lies in
providing as much scope for local decision taking as possibl
What is the scope for this

through increasing the scope for local flexibility within

a national pay framework

moving towards a system of local negotiations.
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PRIME MINISTER P D3468

FUTURE MACHINERY FOR TEACHERS' PAY
E(EP) (89)2

DECISIONS

1. Mr Baker seeks agresmant to his proposals for new teachers!
pay machinery for England and Wales. They involve direct
negotiations between local authorities and the teachers' unions,

with certain rights for the Government to intervene. They would

mean giving up the Government's stated préferencc for a Teachers'
Negotiating Group (THG) in which the Govermnment would have a

mganiity on the employers' side as well as a power of override.
You may wish to focus on two main issues:

e giving uyp the TNG. First, there is the gquestion whether

the Committee is prepared to give up the proposal for a THG

—

sy
in fawvour of direct negotiations between local authorities

C =
and the teachers!' unions:;

e

ii. local negotiations. Second, there is the gquestion

whether the Government should delegate to each individual
local authority the responsiblity for negotiating with ite
own teachers. Mr Baker argues that the immediate practical
difficulties are too great. But there are arguments the
other way: in particular, 1local negotiationz would
strengthen lecal acecountabkility under the community charge

regime.

i It is not vet clear what 1line the Chancellor of the
Exchegquer will take. We understand that the Treasury may be
content to give up the THG, but it is possible that the
Chancellor may say that all the options require further study.

Depending on how the discussion goes, vou will wish to decide
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whether to endorge Mr PBaker's propogals, or a version of them

based on local neqgotiations, now: or whather to ask Mr Baker to

do further work and report back bafore the Racaess.,

s Mr Baker proposes to give up his legislative slot for next
Session, and to prolong the IAC by another year. You will want
o consider whether to accept that there should be no
legislation next Session. Dropping Mr Baker's Bill would make

room for the Bill on computer hacking.

BACEGROUND
5. In October 1987 Mr Baker published a Green Paper setting out
proposals for a Teachers' Negotiating Group (TNG), in which the

Government would have a majority on the 'employers' side, and
could imposa a settlement in the absence of agreement. 11 the
teaching uniocns= have cpposed a THNG on the grounds that it would
not provide real negotiations, and all except ocne have suggested
a HNational Joint Council (HJC) for negotiations between the

unions and representatives of the local authority employers.
ISSEUES
The Teachers' Negotiating Group.

6. Mr Baker says that the Government should not attempt to
impose the THG: all the unions oppose it and the employers would

not cooperate. We understand thatqfhe Treasury accept that the

TG is not now practical, although the Chancellor's position is

not yet clear. A= a firef step, vou will want to see whether the

Committee can agree not to pursue the THG.

Government or local authority negotiations
7. The next step is to decide how far the Government itself
should be involved in the negotiations. With the TNG they would

- —

have had a majority on the official side. Minority

representation, perhaps with some form of weighted wvoting such as
a casting wvote, would alsc be possible. Mr Baker proposes
CONFIDENTIAL
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howaver that negotiations should be betweean the local authorities

and the teachers, with the Government having only observer

status. He says that the local authorities would be forced by
the community charge regime to make reasonable settlements. You
will wish to decide whether negotiations can be left to local
authorities acting under the constraint of the community charge
regime.

Local negotiations

8. If the local authorities are to be in the lead in
negotiations, these could be either national or local. The
advantage of negotiations by 1local authnritieéﬁtﬂgautiating
individually is that they will be able to respond to local needs
iﬁa_fﬁggﬁﬁscipline of the community charge will be mare direct.

Mr Baker does not rule out a gradual shift to such a system, but

—

sees two immediate difficulties:

—

1 he thinks that local authorities would come together

—

in non-statutory local bargaining if allowed to do so. But

against this it can be argued that even if some or even most
local authorities were to combine, there would be sone
Conservative authorities which would want to act
individually; r — — —
S s

ii. Mr Baker's second argument is that the loecal

authorities could not be trusted to act senszibly on
structure and conditions, for example to preserve proper
- S et = s H — ey

differentials. But it could equally well be argued that the
pressures of direct local accountability would give local
authorities every incentive to adopt a sensible line on pay
and conditions and to tailor their deals to local

circumstances.

In the light of discussion yvou will wish to decide whether Mr
should pursu = of local negotiations fu h
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Government override.
.t Under Mr Baker's proposals, the Government could intervens

by:

i. reference back. The Secretary of State could refer

back a negotiated settlement on grounds of cost, =alary
e e

structure cr conditions; R

= =

i:;li. overridea. Subject to an affirmative resolution of

both Houses, the Secretary of State could override the
settlement 1f the negotiators had not satisfactorily dealt

with a reference back;

1ii. JIAC. If negotiators had failed to reach an agreement
within the time allowed, the Government could refer the
dispute to an IAC type body and set its terms of reference.

10. These proposals are intended to ensure against over-genarous
settlements. The key gquestion is whether they would be usable in
practice. In particular, the affirmative resolution procedire

s ——

tands to be difficult to use in practice: the negative resolution

procedure would be easier. ¥You will wish to consider whether Mr
Baker's proposals for Government involvement are satisfactory.

Consequences of a decision on machinery
11. Mr Baker makes three consequential proposals. They should

not require much discussicn. They are:

i. The IAC will need to continue to operate

in 1990. This will need an affirmative resolution order
-—_._._! I

bafore Christmas. Whatever structure is chosen, there

——

geems little alternative. Mr Baker says that this will be

unpopular with the teachers unions, but much will depend on
the remit which is set. You may wigh to ask Mr Baker to

agree the remit bilaterally with the Treasury if possible
{(the 1589 remit did have to come to E(EP));
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ii. gopsultations and announcement. Mr Baker proposes to

consult the wuwnions 1in general terms before the summer
recess, and announce the decisions on machinery in September
when the 1990 IAC remit has been settled;

iii. legislation. Mr Baker proposes to leave legislation
until the beginning of the 1990/91 session. Local
naqutiatinns:__withnut Government override, would not

necessarily reqguire legislation at all. You may be content

Consequences for Scotland

12. Mr Rifkind was earlier opposed to a THG and especially to a
power of override. You may wish to explore what he would have in
mind in the light of any decisions reached for England. You may

wish to ask Mr Rifkind for a paper.

HANDLITHNG

13. You may wish to ask the Secretarv of State for Education and
Science to introduce his paper. The Chancellor of the Exchegquer
will wish to respond. The Secretary of State for Scotland will

wish to comment about the implications for Scotland. The Lord
President and the Lord Privy Seal may wish to comment about the
effects on the legislative programme. Cther Ministers may want

to contribute to the discussion.

&,

RTJ WILSON
Cabinet office
13 June 1989
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13 dune 1989

FUTURE MACHINERY FOR MEGOTIATING TEACHERS' PAY

Fenneth Baker 1n his nota:

(a} rTejects the proposal for a Teachers' MNegotiating Group
(THG) ;

suggests that the I[AC should econtinue for the pay

negotliatiocns for 1990; and

puts forward a new machinery to be established for

— e

pay negotiations in 1991,

Hejection of THG

Kenneth Baker Is opposed to this and for good reason.
e,

Appendix A shows that it has been decisevely rejected by

employers' organisations, unions and other organisations.

In a tripartite body of this Xkind, the government would

find themselves without the support of -employers and

e w — e —

hostility from teacher unions because of the lack of real

negotiations. Industrial action would be a virtual

certainty.
S
I1f poesible this sheould be aveided.

=

As a result; the case for the THG lockz rather weak.,

1AC for 1990 Pay Settlement

The IAC has delivered two good pay settlements from




government's point of view. Although the pay settlement
in 1990 is likely to be Adifficult hecanse of tha prob lam
of inflation, there is no reason not to +trust tha TIAC

machinery.

The GSecretary of State would like a clear commitment to
a generous settlement next year. This should be awvoided

’E?Ei;fl costs and hls proposal dealt with in the neormal PES

R
round.

Mew Machinery

This is the weakest area of Kenneth Baker's paper. The
major problems are:

-"-ﬂ-.

-

(a) that Kenneth Baker is surely uptiafgzic in thinking

that discipline and cost control can he introduced
in the new system through the new local authority system
of finance.

Under the new system of local authority finanee, the
government will still be reguired to::

estimate teachers' salaries in its RSG settlement,
A ——

refer back for consultation any element of the deal

0 - — - .
which 1t considers needs rethinking, as well as

have a power to override the agreement in order to

- —

safeguard the government's position.

The result is that the government is still a key player

in the negotiations.

The most likely scenario is that unions and employers




agree a settlement which demands a higher ceontribution

from government. Fallure to delivery will lead to
industrial actlen with wvery 1little opposition from

employers.

(b} The other problem with the BSecretary of State's proposals
i3 that he rejects local pay bargaining by LEAs for two

reasons:

LEAs would band together in natienal negetiating

machinerys

government DES canpnot trust LEAs to deliver a reascnable

settlemant.

Both of these need to be gquestioned further. It is
net elear that LEAs would necessarily band together.
Different LEAS iave very different characteristics
and interests, eg ilnner London LEAs are guite different
from Devon or Dyfed. It is not in the interests of
community charge payers in the latter to agree to a

national settlement influenced by the cities.

= —

[t may prove impossible to trust LEAs. But we certainly

A B T
have a much greater chance of a reasonable outcome
1f they negotiate at a local level, reflecting local

conditions, than we do if they negotiate as a block.

Recommandations

1 Acecept the Secretary of State’s case for not proceeding with
the TNG.

2 BAccept the IAC machinery for the pay settlement in 1990.




[nwite the Becretary of State to reconsider his proposal for

new machinery for pay negotiation. The present

proposals

is net robust and locks like producing a head-on confrontation
immediately. Can it be modified to correct its obvious

weaknesses? Or should a review body be set up - in return

for a no strike agreement? In either event, we need another

meEetlng.

mmgﬁk

BETAN GRIFPPITHS










