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CONFIDENTIAL
pUBLIC SECTOR PAY: COMPARABILITY AND CASH LIMITS

THE Committee considered a memorandum by the Chancellor of the Exchequer
(E(BO) 71) on the arrangements for determining public sector pay in the
Lext yeaTs They also had before them a note by the Secretaries (E(80) 75)
listing the decisions already made on the public sector pay and those to
pe taken in the months ahead; and a minute of 18 July to the Prime Minister
from Mr Hoskyns, the Head of the Prime Minister's Policy Unit, on public

sector pay-

THE CHANCELLOR OF THE EXCHEQUER said that his provisional view was that the
assumption for pay in the public sector cash limits for 1981-82 should be
in single figures, subject to a reassessment in the autumn when firm
decisions would have to be taken on the cash limits. The application of
present systems of pay research and comparability would probably point to
higher settlements than could be accommodated within cash limits fixed in
this way. Ministers had already agreed that in these circumstances the
cash limits would be overriding. It would probably be necessary to suspend
the Civil Service Pay Agreement, which provided for settlements based on

comparability, and the arrangements for arbitration. To allow for the

required six months notice of such suspension it would be necessary to announce

a decision to that effect mo later than 1 October. He recommended that the

announcement should be made before the Summer Recess in order to impress on

the private sector the Government's determination that the public sector

It should be made clear
the Government

should set a good example in the coming round.
that, while the present arrangements were to be suspended,
“¢cepted that comparability should continue to be one (though not the only)
but that the present

factor
T in the determination of public service pay,
He would arrange

arp :

¢ Angements for making comparisons were to be reviewed.

or s & .
°fficials to examine the options and to report in the ear

Congj

; Sidereq that staging or delayed payment of increases should not
tegarded as o e deferment of the incide
he ty1y SobT lem of reconciling high

Dercentage he

1y autumn. He
be

nce of
ne of the options, because th

of increases in that way eased the prob

y th
reases with cash limits in the first year only at the

 [CONFIDENTIAL]

4
4
“
=
=
B
=




CONFIDENTIAL |

cost of adding to the problems of keeping within reasonap),
cagh 1.
in future years. He recommended that the Government shoulg . llmits
a

its decisions that the Standing Commission on Pay Comparﬂbilit e
Y shg

be wound up; at the same time as its proposals for suspending il
" A Pay
research in the Civil Service and that while the Reviey Bodieg
A : ~ S Shoy
continue, the Government should retain 1ts freedom to take inte .
&ccaum

other considerations as well as their recommendations,
In discussion the following points were made -

a. The Lord President of the Council should be given time to
negotiate further with -the Civil Service unions on the revision o
the current pay agreement. In doing so he would have to make cley
that the cash limits would be overriding in determining Civil Seriy
pay, and that pay research, even when the arrangements were improved.}
could be no more than a factor to be taken into account in arriviy
at the overall size of a pay increase, though it would continue tok‘
of great importance in deciding upon the distribution of an incresst
within a group of classes or grades. This could well be unaccepiall
to the unions who would fear that the gap between the cash limit ad
the settlement which might be indicated by pay research would be !
unbridgeable. It would be premature, while these negotiations ¥er*
continuing, ‘to take a decision to suspend the Civil Service Poy

Agreement.

ore the Reces?
¢ would reas®
g those

which ¥

b. If the Government could give some indication bef
of its thinking on public sector pay settlements, tha
the private sector, and could be helpful in influencin

negotiations, in both the private and public sectors:

; « ahoRIDAL
starting shortly. o

The Government should therefore e 1d be ¥
ol

the assumption for pay in the cash limits for 1981-82 ¥ &
1liné

the range of the target for money supply growth ot 38
private sector expectations.
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PO S wak important to avoid any impredsion that the Government

might be set
of the anions might seize on this as a basis for mounting a challenge

ting a pay norm for the public sector. Otherwise some

to the Government's economic policies.

PRIME MINISTER, summing up the discussion, said that the Committee

ed that cash limits should be overriding in the determination of

THE

agre
public sector pay and that the results of comparability studies would be
only one of the factors which the Government would take into account.

Firm decisions on the cash limits would not be taken before the autumm,

and in the meantime it was important to retain as much flexibility and

room for manoeuvre as possible. The Government would however make known

publicly before the summer recess that it had in mind an assumption in

single figures for pay increases in the public sector. It was important
to avoid any impression that the Government were looking for a pay norm:
vithin the cash limits there would be room for a wide variety of settlements,
and the evidence from pay research would be helpful in deciding on the

distribution. The Lord President of the Council should continue to

negotiate with the Civil Service unions on the improvement of the pay
research system, and in the meantime there would be no decision on the
suspension of the Civil Service Pay Agreement. The Chancellor of the
Exchequer should arrange for officials to consider further,
basis, the options for new and improved arrangements for comparabi
set out in his memorandum (E(80) 71). The Commi ttee agreed that before
the summer recess she should announce that the Standing Commission on Pay

; . t
Comparability would be wound up and that the Secretary of State for Employmen
ort,

on a contingency

lity as

shoulq arrange for publication of the Commission's General Rep

The Committee -

sl $ i his
L. Tnvited the Lord President of the Council » °°”3i’s“i'§n if the pay
Degotiations with the Civil Service unions of the re discussion, and
zeseuch system, taking account of the points made 1n
© report further in September.
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o, Invited the Chancellor of the Exchequer to ary
' , Civil Service Department, ¢ } YT
£ the Treasury, the : NON.G, ¢ thell) Oy,
%mplovment and the Central Policy Review Staff to cos’;?rh"wt o?%
ki contingency basis and in consultation with oty ider ¢

3 . er Dep ‘u'ther
as necessary, the options set out in paragraph 11 of A tgs, !
and to report in September. .

ange f,

E(80) 79

3. Invited the Secretary of State for Fmployment to ap
the publication, at a time to be agreed with the Prime
the General Report of the Standing Commission on Pay (

I‘l.inge for
Mmiste,’ t
Oparabi) iy,

4., Took note that before the summer recess the Prime Minist,
announce that the Standing Commission on Pay Comparability
be wound up.

was ty
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HE REVIEW BODIES: MEMBERSHIP AND TERMS OF REFERENCE
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2.
- Ccommittee considered a note by the Lord President of the Council (E(80)59)
Covering a note by officials on the possibility of changing the membership

and terms of reference of the three Review Bodies: the Top Salaries Review

Body (TSRB), the Armed Forces Pay Review Body (AFPRB), and the Doctors and
Dentists Review Body (DDRB).

THE LORD PRESIDENT OF THE COUNCIL said that, while the members of the
TSEB could be changed at any time, those of the other two bodies had

fixed appointments and for the most part the terms of the present 37
members continued until the end of 1981 or 1982, It was open to the

Government to submit evidence to the Review Bodies about economic con- 39
siderations, and this could be done with or without a change in the -
terms of reference. If the Government were to change the terms of

reference, it could then be more difficult for it to reject recommendations 4|
on economic grounds which had already been taken into account under the

terms of reference. 3

THE PRIME MINISTER, summing up a short discussion, said that the Committee i
agreed that the three Review Bodies should continue; that their terms of 4!
reference should not be changed; and that, with the exception of the B
AFPRB, the Government should continue to give no commitment to accepting
their recommendations. Following the advice of Lord Boyle, the Chairman 4
of the TSRB, senior Ministers should be ready in future to give evidence ‘. o
to the Review Bodies which they should take into account when reaching

their conclusions. She would seek an opportunity to amnounce s S
fecess that the Review Bodies would continue.
Uecessary to consider the impact on the TSRB remit of the motion P

by the House of Commons on 21 July that the pay of Members of Parliament =

sh ; 3 .
°Ud in future be linked to that of a suitable grade in the JuBkic A
sEl'Vice. g day.

AMIDMNOCO

In addition it would be
assed

This would be for discussion in Cabinet the followin

The Committee —

T gai Eew o
o:l; note, with approval, of the Prime Minister?'s sumuing up
T discussion,

S )
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commi ttee considered a memorandum by the Secretary of State for Social

e ;

B (B(80) 74) on muses’ pay.

se

. SECRETARY OF STATE FOR SOCIAL SERVICES said that the Government was committed

4o finding @ more satisfactory method of settling nurses' pay, which would protect

purses against
e were two main possibilities which he wished to examine further, First,

e relative pay erosion and provide for a satisfactory pay base.
Ther
i analogues could be identified for one or two specific nursing grades in

order to estéblish some fixed points in the pay structure and a pattern within

hich the pay for the remaining grades could be negotiated. Secondly, a weighted
average rate of increase might be established on the basis of the rate of pay
movements, in a range of other appropriate jobs, with the total resulting sum
distributed between the different nursing grades following negotiations. His 4|

own preference was for the second course. Either might also be applied to the -

professions supplementary to medicine. If the Committee agreed, he would pursue il

these options further but without commitment until he could put firm proposals

to colleagues for approval. In the meantime he wished to make a public state-

ment which would confirm that the Government were examining this question and

that there would be consultations on the options.

In discussion it was suggested that, while cash limits would have to be over- 4
riding, there might well be a case for extending relatively more favourable

ireatnent within the cash limit for the National Health Service to those groups,

8 X
b anthe nurses, who were not prepared to take strike action. As a general

i t to fall into the trap of offering
e to

AMODMNOC

1 » care should be taken, however, no
WY :
owrable pay settlements to unions who might mot in practice be abl

Testraj "
4ln their members from strikes.

said that the Committee agreed '
e the options further,

n that the cash

THE pg

that t:‘ME MINISTER, summing up the dj_scussion,
thougy ® Secretary of State for Social Services should purs¥
i o He should do so on the assumptio:

imj¢ commi tment .
vould pe over:

riding,
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The Committee -

Invited the Secretary of State for Social Service
28 =

a. To consult on the options in paragra &
agraph 5 (b) A
nd (c)
t

E(80) 74 and to report further with recommendati
ons,
b. To announce, without any commitment to the
he would be consulting on the options Fom introdOchome, that
arrangements for the determination of nurses' p&‘lclng ney
se y.
=
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INFLUENCING NATTONAL PAY BEHAVIOUR
D 3 3'
The Commi t¥€€ considered a memorandum by the Chancellor of the Exchequ -
66) on the basis for a campaign of i : er %
(E(BO) ) egn public education to influence nati ,
pay pehaviouTe e

THE CHANCELLOR OF THE EXCHEQUER said that the Government needed t
; . . o mount
caaiatot publ iic education 19 bring home to public opinion th o
e economic

1'ties as the affected pay ):ll‘gaining. Fi es sho 11
Y gur uld be used i ivi
eali ustrati ely

to point out the implications for the economy, and f
’ or unemployment in particul
ar,

of varying assumptions.
t and the ratio of average earnings to the money supply, the relevan
’ ce

Ministers should show the relationship between unem-

ploymen
of labour costs to our international competitive position; and give internati 1
. ; . mationa
comparisons of the relationship between earnings and prices, in order to illustrat
? ; ' illustrate
e need to break the link between pay expectations in the United Kingdom and the

Retail Price Index (RPI).
—~—y
In discussion the following points were made -
2

a, It i
was likely that settlements in the private sector would be generally y

constrai
rained by the current economic situation. While it was right for

Minist :

z taker's to bring out the link between unemployment and pay, care should

e en 7 . Al
not to provoke the private sector unions while negotiations were 4

jts criticism for those private

in trai
n, The Government should reserve

sect
or settlements which turned out to be too high.

b,
ikely to concentrate their

AU NMOCO

In -

e the public sector the unions were 1
CKs

on the cash limits. Ministers should endeavour to dispel the

Popular j 4
3 illusion that there was a bottomless purse for financing public
ector pay.

?_IE PRIME
th the
Sho“l ge

said that the Committee agreed
chequer. Ministers

of their plans for

INIS .
- TER, summing up the discussion,
e
advy ral approach proposed by the Chancellor of the Ex
se
the Paymaster General, and her Press Secretary,

sPeech
es, s
0 ?E to facilitate plans for a programme of Ministerial speeches on L

8
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the economy. If possible they should make texts availab]e o8
Vaneg

arrangements could be made to secure the maximum publicity, 14 W
: as p

to be topical in order to catch the interest of the nationa) and |
0c

. F O { a)l )
It would be important to keep up a flow of Ministerial speeches {h Pre.,l
(1

gh 4
summer Recess. he
The Committee -

1. Took note, with approval, of the

Prime Minister's suming up
S 2 .
their discussion.

9. Endorsed the general approach in E(80) 66.

3. Took note that the publicity unit under the Prime Minister's Pres
Secretary, and in consultation with the Chancellor of the Exchequer ai
the Paymaster General, would co-ordinate the preparation of publicity

for a campaign of public education on pay questions, making use of the
themes in E(80) 66.

Cabinet Office
25 July 1980
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