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P R I M E M I N I S T E R 

P A Y A N D C A S H L I M I T S 

T h i s note s e eks b r i e f l y to s u m m a r i s e the m a i n f ea tu r es of the p a y scene 

and p r o s p e c t s at the outse t of y o u r A d m i n i s t r a t i o n . In the l i g h t of y o u r M a n i f e s t o 

i t i s l a r g e l y c o n c e r n e d w i th pay i n the p u b l i c s e c t o r . 

P a y d e t e r m i n a t i o n m a c h i n e r y 

2. Y o u have i n h e r i t e d f i ve f o r m a l p i e c e s of pay d e t e r m i n a t i o n m a c h i n e r y . 

T h e y a r e : 

(a) T h e C i v i l S e r v i c e P a y R e s e a r c h U n i t and P a y R e s e a r c h B o a r d . 

(b) T h e new S tand ing C o m m i s s i o n on P a y C o m p a r a b i l i t y . 

(c) T h e A r m e d F o r c e s R e v i e w B o d y . 

(d) T h e D o c t o r s and D e n t i s t s R e v i e w B o d y . 

(e) T h e Top S a l a r i e s R e v i e w B o d y . 

3. The f i r s t t h r e e of these base t h e i r r e c o m m e n d a t i o n s on " c o m p a r a b i l i t y " 

( i . e . the s y s t e m a t i c a s s e s s m e n t of the go ing ' r a t e for the j o b ' ) . T h e l a s t two 

a r e i n f l u e n c e d by c o m p a r a b i l i t y but t h e i r r e c o m m e n d a t i o n s , e. g. on d o c t o r s o r 

M e m b e r s of P a r l i a m e n t , a l s o have a j u d g m e n t a l content . The P R U and the th r e e 

R e v i e w B o d i e s have a l ong h i s t o r y and w e l l - e s t a b l i s h e d p r o c e d u r e s and 

t e c h n i q u e s . The S tand ing C o m m i s s i o n i s new and r e f l e c t e d a d e c i s i o n by the 

p r e v i o u s G o v e r n m e n t to a l l o w a s u b s t a n t i a l e x t e n s i o n of the c o m p a r a b i l i t y 

p r i n c i p l e in to pay d e t e r m i n a t i o n i n the p u b l i c s e r v i c e i n i t s w i d e s t s ense , i  . e. i n 

a l l of the p u b l i c s e c t o r e x c l u d i n g on l y t r a d i n g bod i es l i k e the n a t i o n a l i s e d i n d u s t r i e s . 

A l t h o u g h new, the S tand ing C o m m i s s i o n a l r e a d y has a n u m b e r of r e m i t s to f u l f i l 

ex tend ing f r o m l o c a l a u t h o r i t y m a n u a l w o r k e r s to n u r s e s . You w i l l w i s h to 

c o n s i d e r at an e a r l y stage whe ther to a c c e p t the c o n t i n u a t i o n of these v a r i o u s 

p i e c e s of m a c h i n e r y and i n p a r t i c u l a r whe the r to seek to cut back on the S tand ing 

C o m m i s s i o n o r to con t inue to l e a v e i t a v a i l a b l e to any p u b l i c s e r v i c e g roup i n the 

n o n - t r a d i n g p u b l i c s e c t o r w h e r e both s i d e s a g r e e to c a l l on i t s s e r v i c e s . 
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4. The p r e v i o u s G o v e r n m e n t had a l r e a d y begun the p r o c e s s of s e e k i n g to 

e s t a b l i s h an a n n u a l e c o n o m i c a s s e s s m e n t w i th the T U C and the C B I to i n f o r m 

fu ture wage b a r g a i n i n g . You a r e c o m m i t t e d to a r a t h e r s i m i l a r i d e a i n y ou r 

M a n i f e s t o . If p r o g r e s s i s to be m a d e an e a r l y s t a r t i s needed . The i d e a has 

l ong been advoca t ed by the C B I and you s h o u l d f i nd a r e a d y a c c e p t a n c e by t h e m . 

The T U C , on the o the r hand , m a y seek to c l a i m that the u n d e r s t a n d i n g s they had 

r e a c h e d w i th the p r e v i o u s G o v e r n m e n t w e r e s p e c i f i c to that G o v e r n m e n t and that 

a l l bets a r e off. Such an a t t i tude i s h o w e v e r m o r e l i k e l y i n r e l a t i o n to t h e i r 

c o m m i t m e n t to a c h i e v e a r e d u c t i o n i n the r a t e of i n f l a t i o n to be l ow 5 p e r cent by 

1981 (where the T U C wou ld i n p r a c t i c e have found i t v e r y d i f f i c u l t to a g r e e on the 

s p e c i f i c i m p l i c a t i o n s of h o n o u r i n g that c o m m i t m e n t ) than to t a k i n g p a r t i n a j o i n t 

a s s e s s m e n t of the e c o n o m i c ou t l o ok . The t r o u b l e of c o u r s e i s that no e c o n o m i c 

a s s e s s m e n t can be d i v o r c e d f r o m p o l i c y on t a x a t i o n and p u b l i c e x p e n d i t u r e , w h e r e 

v i e w s a r e i n f l u e n c e d m o r e by p o l i t i c a l j udgmen t than by c o l d a n a l y s i s , so that a 

t r i p a r t i t e a g r e e d a n a l y s i s i s p r o b a b l y not a t t a i n a b l e . N e v e r t h e l e s s the p r o c e s s 

of educa t i on i s v a l u a b l e i n i t s e l f as i s the i m p a c t of d i s c u s s i o n on e x p e c t a t i o n s . 

G e r m a n e x p e r i e n c e i s p a r t i c u l a r l y r e l e v a n t h e r e . You w i l l need to a r r a n g e f o r 

e a r l y though t to be g i v en on the bes t way of p r o c e e d i n g . 

E a r l y p u b l i c s e c t o r c a s e s w h i c h w i l l r e q u i r e G o v e r n m e n t d e c i s i o n 

5. L a r g e p a r t s of the p u b l i c s e r v i c e s and the n a t i o n a l i s e d i n d u s t r i e s have 

a l r e a d y c o n c l u d e d t h e i r pay nego t i a t i ons for th i s y e a r but t h e r e a r e a n u m b e r of 

ou t s t and ing i s s u e s and nego t i a t i ons s t i l l to be s e t t l e d . The m o s t i m p o r t a n t of 

these a r e l i k e l y to b e : 

(a)	 A r m e d F o r c e s . You a r e c o m m i t t e d to i n c r e a s e the pay of the A r m e d 

F o r c e s . T h e R e v i e w B o d y ' s r e c e n t r e p o r t g i v i n g t h e i r r e c o m m e n d e d 

f u l l r a t e s of pay for 1st A p r i l 1979 i s a v a i l a b l e and i t s i m p l e m e n t a t i o n 

need cause no d i f f i c u l t y i n i t s e l f . T h e r e wou ld h o w e v e r be s o m e 

p r o b l e m s of o v e r l a p g i v en that the pay of s e n i o r s e r v i n g o f f i c e r s i s 

h a n d l e d by the T S R B r a t h e r than the A F R B . W i thout s p e c i a l a c t i o n for 

t h e m i n v e r s e pay d i f f e r e n t i a l s wou ld r e s u l t f r o m the f u l l and i m m e d i a t e 

i m p l e m e n t a t i o n of A F R  B r e p o r t , e. g. B r i g a d i e r s w o u l d be p a i d m o r e 

than M a j o r G e n e r a l s . 
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(b)	 D o c t o r s and D e n t i s t s . L i k e the A r m e d F o r c e s the D o c t o r s and D e n t i s t s 

R e v i e w B o d y ( D D R B ) p r o d u c e d a r e p o r t l a s t y e a r w h i c h showed that v e r y 

s u b s t a n t i a l pay i n c r e a s e s w e r e needed to b r i n g the D o c t o r s ' and D e n t i s t s ' 

pay up to date f o l l o w i n g the p e r i o d of pay r e s t r a i n t . The then 

G o v e r n m e n t a g r e e d that these i n c r e a s e s s h o u l d be p a i d i n s tages 

10 p e r cent l a s t y e a r , h a l f the ba l ance on 1st A p r i l t h i s y e a r and the 

r e m a i n d e r on 1st A p r i l n ex t y e a r - w i th both th i s y e a r ' s and nex t y e a r ' s 

s tages be ing updated to c u r r e n t l e v e l s . The D D R B r e p o r t on what those 

c u r r e n t l e v e l s s h o u l d be on 1st A p r i l 1979 i s now to h a n d . The 

p r e s e n t a t i o n i s c o m p l i c a t e d because the r e p o r t a l s o dea l s w i t h the new 

c o n t r a c t for s e n i o r m e d i c a l staf f . E a r l y d e c i s i o n s w i l l a l s o be needed 

o n : 

(i) Whe the r th i s y e a r ' s upda t ing i s a c c e p t a b l e to the G o v e r n m e n t , 

( i i	 ) Whe the r the c o s t of i n t r o d u c i n g the new c o n t r a c t s i s a c c e p t a b l e 

to the G o v e r n m e n t , 

( i i i )	 W h e t h e r , l i k e the A r m e d F o r c e s , the ou t s t and ing p a y m e n t due 

nex t y e a r s h o u l d be b rough t f o r w a r d to th i s so that the 

a c k n o w l e d g e d a n o m a l y i s f u l l y c o r r e c t e d at the outse t of th i s 

P a r l i a m e n t . So f a r as I a m a w a r e , the d o c t o r s have not yet 

a r g u e d for th i s but i t w o u l d be s u r p r i s i n g i f they d i d not p r e s s 

f o r p a r i t y of t r e a t m e n t . 

(c)	 T h e " top s a l a r i e s " g r o u p s . T h e T o p S a l a r i e s R e v i e w B o d y c o v e r s a w ide 

range of s e n i o r p u b l i c appo in tmen t s r a n g i n g f r o m M e m b e r s of P a r l i a m e n t 

and M i n i s t e r s to s e n i o r c i v i l s e r v a n t s , s e n i o r o f f i c e r s i n the A r m e d 

F o r c e s , judges and the C h a i r m e n and B o a r d m e m b e r s of n a t i o n a l i s e d 

i n d u s t r i e s . T h e s e g r o u p s , too (w i th the e x c ep t i on of M P s and M i n i s t e r s ) , 

had a r e p o r t l a s t y e a r r e c o m m e n d i n g s u b s t a n t i a l i n c r e a s e s i n pay as a 

c a t c h i n g up o p e r a t i o n . The then G o v e r n m e n t a c c e p t e d the p r o p o s a l s i n 

p r i n c i p l e sub jec t to s tag ing o v e r th i s y e a r and nex t but w i th an i m p o r t a n t 

d i f f e r ence as c o m p a r e d w i th d o c t o r s and s o l d i e r s . T h i s was that the 

G o v e r n m e n t e x p r e s s l y d e f e r r e d a d e c i s i o n on whe the r the r e c o m m e n d e d 
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pay r a t e s s h o u l d be updated i n 1979 and 1980 to take a c coun t of 

d e v e l o p m e n t s s i n c e the m a i n r e p o r t was p r o d u c e d i n e a r l y 1978. The ^ 1	 — — ^ ^ ^ ^ ^ 
T S R B has h o w e v e r now r e p o r t e d on what i t b e l i e v e s the u p d a t i n g s h o u l d 

be f o r 1979. The G o v e r n m e n t t h e r e f o r e needs to d e c i d e whe ther i t w i l l 

a c c ep t the p r o p o s a l s for upda t ing i n c l u d e d i n the l a t e s t T S R B r e p o r t . 

You m a y a l s o c a r e to note that , as w i th the A r m e d F o r c e s , t h e r e can be 

p r o b l e m s i n C i v i l S e r v i c e pay s t r u c t u r e s a r i s i n g f r o m the fact that g rades 

up to A s s i s t a n t S e c r e t a r y a r e h a n d l e d t h r o u g h P R U and m o r e s e n i o r 

o f f i c i a l s t h r ough the T S R B . The p a r t i c u l a r p r o b l e m h e r e i s that the 

T S R B ' s l a t e s t r e p o r t r e c o m m e n d s s a l a r i e s f o r U n d e r S e c r e t a r i e s be l ow 

those w h i c h P R U ev idence sugges ts f o r A s s i s t a n t S e c r e t a r i e s . T h i s has 

happened be fo re and has been m e t by cu t t i ng back on A s s i s t a n t S e c r e t a r i e s ' 

p a y . B u t a c o n s c i o u s d e c i s i o n w i l l be needed . 

(d)	 M e m b e r s of P a r l i a m e n t and M i n i s t e r s . The T S R B r e p o r t on the pay of 

M P s and M i n i s t e r s i s i n a d i f f e r en t c a t e g o r y b e cause i t i s the f i r s t r e p o r t 

on t h e i r pay for m a n y y e a r s . T h e G o v e r n m e n t w i l l t h e r e f o r e need to 

dec ide ab i n i t i o : 

(i) Whe the r i t a c c e p t s the r e c o m m e n d a t i o n s of the r e p o r t , 

( i i ) Whe the r i t i s p r e p a r e d to i m p l e m e n t t h e m at once o r to p r o v i d e 

s o m e f o r m of s tag ing f o r i m p l e m e n t a t i o n o v e r a fu ture p e r i o d . 

In h a n d l i n g a l l of these c a s e s , o the r than the A r m e d F o r c e s , you and y o u r 

c o l l e a g u e s w i l l n e ed to b a l a n c e the c a s e f o r ge t t ing r i d o f o l d a n o m a l i e s q u i c k l y 

( i n c l u d i n g the p o l i t i c a l c a s e that any i n c r e a s e f o r the h i g h e r p a i d a r o u s e s 

o p p o s i t i o n and that s t ag ing t h e r e f o r e p r o l o n g s the p r e s e n t a t i o n a l agony) a g a i n s t 

the i m m e d i a t e c o s t o f f u l l i m p l e m e n t a t i o n and the r e p e r c u s s i o n s on o the r g r o u p s , 

e . g . the p o l i c e , the n u r s e s , the n o n - i n d u s t r i a l C i v i l S e r v i c e , who have a c c e p t e d 

v a r y i n g d e g r e e s of s tag ing for t h e i r ou t s t and ing c l a i m s . 

(e)	 L o c a l A u t h o r i t y n o n - m a n u a l e m p l o y e e s . T h e l o c a l a u t h o r i t i e s ' w h i t e 

c o l l a r ( A P T C S ) g r a d e s , l a r g e l y r e p r e s e n t e d by N A L G O , a r e due f o r a 

pay s e t t l emen t on 1st J u l y . A l t h o u g h they have t r a d i t i o n a l l y sought to 

s t r i k e t h e i r own b a r g a i n s w i thout r e f e r e n c e to " c o m p a r a b i l i t y " (and m a y 

have done r a t h e r be t t e r f r o m th is than they wou ld on a s t r i c t " f a i r 
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c o m p a r i s o n s " b a s i s ) they m a y w e l l th i s t i m e p r e s s f o r " c o m p a r a b i l i t y " 

and a r e f e r e n c e to the S tand ing C o m m i s s i o n . The p r o b l e m w i t h l o c a l 

a u t h o r i t y pay s e t t l e m e n t s i s of c o u r s e that they i n v o l v e an u n d e r l y i n g 

bat t l e between G o v e r n m e n t and l o c a l a u t h o r i t i e s about who s h o u l d pay 

the c o s t . O n r e c e n t f o r m the l o c a l a u t h o r i t i e s w i l l on l y m a k e an o f fer 

when they have a G o v e r n m e n t a s s u r a n c e that Ra t e Suppo r t G r a n t w i l l be 

f o r t h c o m i n g because o t h e r w i s e the c o s t of any s e t t l e m e n t above what i s 

a l r e a d y a l l o w e d i n R S G f a l l s on the r a t e s . T h i s q u e s t i o n i s p a r t of the 

w i d e r i s s u e of the c o n t r o l o f p u b l i c e x p e n d i t u r e by l o c a l a u t h o r i t i e s and 

the d r a i n on c e n t r a l G o v e r n m e n t r e s o u r c e s r e p r e s e n t e d by the R S G to 

w h i c h	 y o u r G o v e r n m e n t m a y want to g ive a good d e a l of a t t en t i on i n the 

p u b l i c	 e xpend i tu r e r e v i e w , 

(f)	 T e a c h e r s . Nego t i a t i ons on t e a c h e r s ' pay c on t inued up to a l a t e stage i n 

the e l e c t i o n c a m p a i g n and w e r e then d e f e r r e d at the G o v e r n m e n t ' s r e q u e s t 

u n t i l the e l e c t i o n was out of the w a y . T h e b a s i c i s s u e d i v i d i n g the two 

s i d e s was that of the t e r m s of r e f e r e n c e f o r any c o m p a r a b i l i t y s tudy . 

The t e a c h e r s saw the p u r p o s e of a new study as u p - d a t i n g the Hough ton 

r e p o r t (wh i ch was p a r t i c u l a r l y g ene rous to t e a c h e r s ) and wanted t e r m s 

of r e f e r e n c e f r a m e d a c c o r d i n g l y . The m a n a g e m e n t s ide ( i n c l u d i n g the 

G o v e r n m e n t ) wanted an hones t c o m p a r a b i l i t y s tudy done w i t h f u l l we ight 

g i v en to the n o n - p a y t e r m s and c o n d i t i o n s of t e a c h e r s ' s e r v i c e . If the 

nego t i a t i ons do not l e a d to a g r e e m e n t the t e a c h e r s enjoy a s t a t u t o r y f a l l 

back r i g h t to a r b i t r a t i o n w h i c h they have so f a r been r e l u c t a n t to 

e x e r c i s e . N e g o t i a t i o n s w i l l have to be r e s u m e d v e r y q u i c k l y now that 

the e l e c t i o n i s o v e r . 

(g)	 P o s t O f f i c e . A t a v e r y l a t e stage i n the e l e c t i on c a m p a i g n P o s t O f f i c e 

e m p l o y e e s r e j e c t e d by b a l l o t the t e r m s of a pay o f fer m a d e to t h e m i n 

n e g o t i a t i o n . The nego t i a t i ons m u s t t h e r e f o r e be r e s u m e d at an e a r l y 

da te . T h e G o v e r n m e n t w i l l need to d ec i d e what gu idance i f any s h o u l d 

be g i v en to the P o s t O f f i c e . 
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C a s h l i m i t s 

6. C a s h l i m i t s a r e c e n t r a l to y ou r a p p r o a c h to the c o n t r o l of p u b l i c e x p e n d i t u r e , 

and i n d i r e c t l y of pay l e v e l s i n the p u b l i c s e c t o r . T h e r e a r e h o w e v e r two po in t s 

to be m a d e : 

(a)	 T h e deg r ee of c o n t r o l e x e r c i s e a b l e t h r o u g h c a s h l i m i t s v a r i e s depend ing 

on the p a r t i c u l a r p a r t of the p u b l i c s e c t o r i n q u e s t i o n . The k e y 

d i s t i n c t i o n i s whe ther the G o v e r n m e n t i t s e l f i s the so l e p a y m a s t e r o r 

one a m o n g s e v e r a l . In c e n t r a l G o v e r n m e n t and the N H S the G o v e r n m e n t 

i s the so l e s o u r c e of f i n a n c e . If you set c a s h l i m i t s h e r e , and s t i c k to 

t h e m , e x c e s s i v e pay i n c r e a s e s ( over a n d above those for w h i c h you have 

a l l o w e d i n s e t t i ng the c a s h l i m i t s i n the f i r s t p l a c e ) w i l l i n e v i t a b l y and 

n e c e s s a r i l y r e s u l t i n a r e d u c t i o n i n the n u m b e r of staf f e m p l o y e d o r the 

v o l u m e of goods and s e r v i c e s bought . In the c a s e of the l o c a l a u t h o r i t i e s , 

61 p e r cent of e x p e n d i t u r e i n E n g l a n d and W a l e s i s m e t by the R S G and 

b8j p e r cent i n S c o t l a n d . A d e c i s i o n to set a c a s h l i m i t on the amount 

of R S G p r o v i d e d , t h e r e f o r e , puts the b u r d e n of ad jus tmen t , whe the r 

t h r ough r a t e s , c h a r g e s , a l t e r a t i o n s i n b a l a n c e s o r the v o l u m e and q u a l i t y 

of s e r v i c e p r o v i d e d , on the l o c a l a u t h o r i t y c o n c e r n e d . In the c a s e of the 

n a t i o n a l i s e d i n d u s t r i e s , the p r o p o r t i o n of G o v e r n m e n t f inance p r o v i d e d 

to t h e m v a r i e s f r o m i n d u s t r y to i n d u s t r y . The b a l a n c i n g f a c t o r s a r e 

p r i c e s , e m p l o y m e n t , i n v e s t m e n t and the q u a l i t y of s e r v i c e . M o r e o v e r , 

w i th the n a t i o n a l i s e d i n d u s t r i e s , the n a t u r e of the " c a s h l i m i t " v a r i e s . 

In s o m e i t w i l l be a l i m i t on t h e i r b o r r o w i n g f r o m the N a t i o n a l L o a n 

F u n d . (Though the B r i t i s h G a s C o r p o r a t i o n , f o r e x a m p l e , i s a net 

r e p a y e r of G o v e r n m e n t b o r r o w i n g . ) In o t h e r s i t w i l l r e l a t e to s p e c i f i c 

s u b s i d i e s ( e . g . those to B r i t i s h R a i l and s o m e of the p a y m e n t s to the 

N a t i o n a l C o a l B o a r d ) . In ye t o t h e r s i t w i l l r e l a t e to d e f i c i t f i n a n c i n g , 

whe ther d e s c r i b e d as b o r r o w i n g o r not ( e . g . B r i t i s h S tee l ) . T h i s does 

not m e a n to say that the concept of c a s h l i m i t s i s i n a p p r o p r i a t e to these 

i n d u s t r i e s . B u t i t does m e a n that the f i n a n c i a l a r r a n g e m e n t s w i th each 

w i l l need to be t a i l o r e d to i t s p a r t i c u l a r c i r c u m s t a n c e s . 
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(b)	 Cash l imits are not a painless instrument of financial control. In central 

Government, for example, the application of a cash l imit to a 

Department can have three quite separate and distinct effects:

(i)	 It intensifies the search to cut out waste in administration. And 

it must be true that in any organisation as large as the Civ i l 

Service there will be waste in some areas. The real problem 

is to carry through the detailed and searching enquiries needed 

to bring waste to light. There is of course already a substantial 

apparatus of staff inspectors etc. who carry out detailed surveys 

—	 but the real problem is to motivate the line managers. Many 

are cost-conscious and do their not inconsiderable best to 

economise. But top management is generally too involved with 

policy and the needs of Ministers to get deeply involved and it i s , 

unfortunately, very rare indeed to find a Minister who takes a 

personal interest or is willing to devote time to the detailed, 

and in personal political terms unrewarding, work required. 

You have I know your own ideas about how the 'war on waste' 

should be conducted, 

(ii)	 It intensifies the search to find ways in which the objectives of 

policy could be achieved by less expensive means (the Treasury 

have expenditure on housing in their sights as an example here). 

Success here depends on a l ively and imaginative input by 

^Minijster^^the Programmes, Analysis and Review arrangements 

k P A R - have tended to wither precisely because Ministers react 

lagainst the disturbance and interference with their own parishes 

-\vhich can result). The possibilities are nonetheless worth 

systematic identification, 

(iii)	 Final ly, it causes Departmental Ministers to rethink their priorities 

so as to identify the functions they are prepared to drop in the 

interests of economy. Polit ical ly this is the hardest of a l l . 

(Every expenditure and every policy has its own lobby. ) And 

of course it is here that Departmental Ministers most hesitate 
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to ac t b e cause they a r e at the r e c e i v i n g end of the p r e s s u r e 

g r o u p s ' a t t en t i ons . B u t no s e r i o u s p r o g r a m m e of cuts i n p u b l i c 

e x p e n d i t u r e and no s e r i o u s in t en t to ho ld to c a s h l i m i t s c a n 

s u c c e e d w i thout a r e a l i s t i c a s s e s s m e n t of p r i o r i t i e s . A g a i n you 

w i l l	 need to d ec i d e whe ther s o m e e x t e r n a l ' i npu t ' wou ld he lp 

D e p a r t m e n t a l M i n i s t e r s . 

7. O f c o u r s e c e n t r a l G o v e r n m e n t e x p e n d i t u r e i s m o s t sub jec t to y o u r c o n t r o l . 

Bu t m a n y s u b s t a n t i a l s u m s of p u b l i c m o n e y a r e spent t h r ough the l o c a l a u t h o r i t i e s 

and the N H S i n both of w h i c h , by c o m m o n consent , the r e i s a good dea l of ' w a s t e ' . 

L o c a l a u t h o r i t y e xpend i tu r e i s p a r t i c u l a r l y d i f f i c u l t to c o n t r o l - and a t t empts to do 

so w i l l l e a d in to v e r y d i f f i c u l t a r e a s of r e l a t i o n s h i p s w i th i n d e p e n d e n t - m i n d e d and 

e l e c t ed a u t h o r i t i e s . The p r i z e h o w e v e r c o u l d be s u b s t a n t i a l . T h e N H S i s i n an 

i n t e r m e d i a t e p o s i t i o n . It i s w h o l l y funded by G o v e r n m e n t but enjoys a good d e a l 

of au tonomy and i s r i d d l e d w i th d i f f i c u l t c h a r a c t e r s ( e s p e c i a l l y the p r o f e s s i o n a l s ) 

b e s i d e s be ing a p o l i t i c a l m i n e f i e l d . You w i l l want the r e s p o n s i b l e M i n i s t e r s to t u r n 

i n q u i c k and thought fu l r e p o r t s on the p o s s i b i l i t i e s . 

L o o k i n g ahead 

8. G i v e n y o u r M a n i f e s t o c o m m i t m e n t s , y o u r a d m i n i s t r a t i o n w i l l e s cape the 

t r e a d m i l l of p r i v a t e s e c t o r c a s e s w h i c h took up so m u c h of the t i m e of y o u r 

p r e d e c e s s o r s . You w i l l h o w e v e r s t i l l have an i n e s c a p a b l e r e s p o n s i b i l i t y f o r pay 

i n the p u b l i c s e r v i c e s . The m a i n i s s u e s to w h i c h you m a y w i s h to d i r e c t 

a t t en t i on a r e : 

(a)	 Do you confirm that 'comparability' (properly carried out) i s the key to 

[^Establishing public service pay? 

If so can i m p r o v e m e n t s be m a d e i n the m a c h i n e r y and t e chn i ques f o r 

c a r r y i n g i t ou t? In p a r t i c u l a r do you want to wo rk t o w a r d s the m e r g i n g 

of the p r e s e n t f ive B o a r d s , C o m m i s s i o n s , e t c? A n d what can be done to 

i m p r o v e the me thods u s e d to d e t e r m i n e t r u e c o m p a r i s o n s ? T h i s i s an 

a r e a i n w h i c h you m i g h t l i k e to c o m m i s s i o n an e a r l y r e p o r t by o f f i c i a l s 

to s e r v e as the b a s i s for M i n i s t e r i a l d i s c u s s i o n s . 
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C o n c l u s i o n 

9 . T h e r e a r e a n u m b e r of s p e c i f i c d e c i s i o n s w h i c h you w i l l have to take 

q u i c k l y , m a i n l y r e l a t i n g to s p e c i f i c pay c a s e s ; you w i l l need to l a u n c h q u i c k l y a 

n a t i o n a l debate on the e c o n o m i c out look and th i s i n v o l v e s d e c i d i n g how, w h e r e and 

w i th whom the debate i s to be c onduc t ed ; you w i l l need to beg in the p r o c e s s of 

s e t t l i n g c a s h l i m i t s for 1980-81 and to se t t l e the l e v e l of R S G , be fo re the s u m m e r 

R e c e s s ; and you w i l l need to beg in q u i c k l y a s e a r c h i n g e x a m i n a t i o n of p u b l i c 

e xpend i tu r e , i n c l u d i n g i n that e x a m i n a t i o n a s e a r c h f o r a r e a s w h e r e , and the 

t e chn iques w h e r e b y , was te c a n be e l i m i n a t e d , new and c h e a p e r ways found of 

a c h i e v i n g a g r e e d o b j e c t i v e s , and p r i o r i t i e s e s t a b l i s h e d so that func t i ons c a n be 

j e t t i s o n e d to l i g h t e n the s h i p . In a l l o f t h i s you w i l l i n e v i t a b l y get d r a w n in to 

ques t i ons of p r i c i n g , i n v e s t m e n t and e m p l o y m e n t p o l i c i e s for the n a t i o n a l i s e d 

i n d u s t r i e s , the whole d i f f i c u l t a r e a of l o c a l a u t h o r i t y e xpend i tu r e , e f f i c i e n c y and 

f i nance , and the q u e s t i o n of c h a r g e s for s e r v i c e s at p r e s e n t f r e e o r h i g h e r c h a r g e s 

for s e r v i c e s at p r e s e n t p r o v i d e d too c h e a p l y . A t the s a m e t i m e you w i l l be 

c o n c e r n e d w i th r e d r e s s i n g the ba l ance i n pay b a r g a i n i n g by the v a r i o u s m e a n s 

o u t l i n e d i n y o u r M a n i f e s t o and you m a y f i nd that you have to go on to c o n s i d e r 

m o r e fundamenta l ques t i ons l i k e the s t r u c t u r e and o r g a n i s a t i o n of the B r i t i s h 

t r a d e un ion m o v e m e n t . A n d you w i l l want to th ink th rough the m a c h i n e r y f o r 

p u b l i c s e r v i c e pay d e t e r m i n a t i o n . 

10. The h a n d l i n g of these i s s u e s w i t h i n G o v e r n m e n t w i l l depend p a r t l y on the 

d e c i s i o n s you have yet to take about the C o m m i t t e e s t r u c t u r e and p o s s i b l y w i d e r 

m a c h i n e r y of G o v e r n m e n t i s s u e s . N e v e r t h e l e s s i t i s c l e a r that at an e a r l y stage 

you w i l l want to g i ve a s e r i e s of r e m i t s to M i n i s t e r s o r M i n i s t e r i a l C o m m i t t e e s 

to p r o d u c e p a p e r s and p r o p o s a l s on the s o r t s of i s s u e s t ouched on i n th i s no te . 

You m a y a l s o want to p r e c e d e the i s s u i n g of s p e c i f i c r e m i t s by a g e n e r a l 

d i s c u s s i o n i n C a b i n e t . If you w i s h we c o u l d r e a d i l y p r o d u c e an annota ted agenda 

fo r you to c i r c u l a t e to y o u r c o l l e a g u e s . 

(John Hunt ) 
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From the Private Secretary 

MR.	 V I L E 

• PAY	 AND CASH L I M I T S 

The P r i m e M i n i s t e r h a s now r e a d S i r J o h n H u n t ' s b r i e f o f 

4 May o n t h e a b o v e s u b j e c t . She h a s made t h e f o l l o w i n g c o m m e n t s : 

( i )	 On t e a c h e r s ' p a y , s h e t h i n k s t h e p r e v i o u s 

A d m i n i s t r a t i o n w e r e q u i t e r i g h t t o o p p o s e 

t h e t e a c h e r s ' r e q u e s t t h a t t h e i r c o m p a r a b i l i t y 

s t u d y s h o u l d b e no mor e t h a n a n u p - d a t e o f 

H o u g h t o n . S h e t h i n k s t h e p r e v i o u s A d m i n i s t r a t i o n 

w e r e q u i t e r i g h t t o i n s i s t on " a n h o n e s t 

c o m p a r a b i l i t y s t u d y d o n e w i t h f u l l weight g i v e n t o 

t h e n o n - p a y t e r m s a n d c o n d i t i o n s o f t e a c h e r s 

s e r v i c e " . 

( i i )	 On P A R , s h e h a s c omment ed t h a t t h e PAR s t u d i e s 

w e r e w e l l n i g h u s e l e s s a n d t o o k u p a l o t o f t i m e . 

( i i i ) On p a r a g r a p h 7 , t h e P r i m e M i n i s t e r a g r e e s t h a t i t 

w o u l d b e h i g h l y d e s i r a b l e t o c o n d u c t e a r l y r e v i e w s 

o f l o c a l a u t h o r i t y e x p e n d i t u r e a n d NHS e x p e n d i t u r e 

£JL 1 w i t h a v i e w t o i d e n t i f y i n g  a n d g e t t i n g r i d o f -

I w a s t e . I w i l  l b e c o m m i s s i o n i n g r e p o r t s f r o m DOE 

\ a n d DHSS r e s p e c t i v e l y on t h e s e ; b u t no d o u b t 

^ S i r D e r e k R a y n e r w i l  l a l s o h a v e an i m p o r t a n t r o l e 

t o p l a y h e r e . 

( i v )	 On c o m p a r a b i l i t y , t h e P r i m e M i n i s t e r c a n n o t c o n f i r m 

t h a t c o m p a r a b i l i t y i s t h e k e y t o e s t a b l i s h i n g 

p u b l i c s e r v i c e p a y . ( S h e h a s o f c o u r s e a l r e a d y 

commented on t h i s - s e e my n o t e o f 6 M a y . ) 

,  r _ — ,  . —• /The P r i m e M i n i s t e r n
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The P r i m e M i n i s t e r a g r e e s w i t h S i r J o h n H u n t ' s c o n c l u s i o n 

t h a t M i n i s t e r s o r M i n i s t e r i a l C o m m i t t e e s w i l l n e e d t o b e a s k e d 

a t a n e a r l y s t a g e t o p r o d u c e p a p e r s a n d p r o p o s a l s o n t h e v a r i o u s 

i s s u e s t o u c h e d on i n t h e b r i e f , b u t s h e w o u l d f i r s t l i k e t o h a v e 

a g e n e r a l d i s c u s s i o n i n C a b i n e t , a n d w i t h t h i s i n m i n d s h e w o u l d 

b e g r a t e f u l f o r an a n n o t a t e d a g e n d a w h i c h c o u l d b e c i r c u l a t e d t o 

c o l l e a g u e s . 

P . S . 

As r e g a r d s t h e r e p o r t s f r o m DOE a n d DHSS ( ( i i i ) a b o v e ) 

I w o u l d b e g r a t e f u l i f y o u w o u l d l e t me h a v e d r a f t s o f t h e 

c o m m i s s i o n i n g l e t t e r s f o r me t o s e n d . 
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