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1

. We need now to decide how to deal with public service pay in
ﬁnali““ﬁ the public expenditure plans for 1983-84. In the Ministerial
F:nr""mittrse on Economic Strategy on 1 July (E(82) 17th Meeting, Item 1) we
"BTeed that the aim must be to seek a lower level of settlements throughout

® €conomy in the next pay round. The question of a pay assumption for

© Public services was left for further consideration at the end of September.

2 Qur plans already contain provision for inflation, covering both pay
f"ld Prices, of 6 per cent, That is public knowledge. We now have to make
;.n @xplicit assumption about pay, as we did last year, to provide a firm _ha sis
°F our public expenditure discussions and subsequently for the preparation
s Estimates, The assumption will have to be disclosed when the plans are
Published in late November or early December. There has already been
afgﬁﬁ Speculation, Doing nothing would be taken to imply b per cent for pay,
‘4 that would of course be ext remely damaging,

SIVING A LEaD: THE QUESTION OF ANNOUNCEMENT
3

a"Hl-:::'l_u-y,
Feacti

What we do, and the manner in which it becomes known or is

Ced, will have an impact on the private sector and produce a political

°n from the unions concerned,

4-. 3 - L.
For 1982-83, we used a general pay factor of 4 per cent, applied to

all the P

of

Bett]

iblic services, and announced it in September, In the circumstances
¢ last pay round, this had a moderating effect on public service pay
“ments, and gave a useful signal to the rest of the economy.
i;ﬂaﬁﬂ:.%ﬁ- n-.-_-xt‘ pay round will begin iLgi:liﬂh’-‘t a diff(:rlenf: h:.u:kgrlr:lmlnd. g
sk _15 C'E‘lll'l"lll.ln :11.1-.-.-:1_ rapidly, Some unions ajn-_- in a .lL!HF -muu}.::m rr-.o.n‘ i
hum'ﬂl’rm‘ﬂn in the public services h.-ﬁ"IH baen izl}llng bc.-hj.nd, Anr_iurl ST are 1
Uniong ;g Pressurecs for some "catching up".l 'lht_: l:v-'{:u biggest Civil berﬂl:..
Q'“'lnc‘e :‘i"l“ conferences in December, at which ﬁ'l-llltﬂl'll'ﬂ wm%ld I“:::.-lcrnm; l_ c
diﬂumﬁiu ‘nterpret any announcement as provocation and prejudicial to the
intea.. i DII Megaw, A specific early announcement would undoubtedly be
Preted in that sense.

I
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hoth tredible and tenable, This may make it less useful this year as a

Blg_nal to the private sector. It is for this reason that the Confederation of
“‘Hsh Industry (CBI) only favour an early quantified signa) if it is lower than
28t year's

Moreover, for our expenditure planning we need a figure which is

:ur For these reasons the Chancellor and I have concluded against a
h&::al announcement until late November or early De::ﬁ:mrbf-.r Iwhunl we ghall
s, a batch of post-survey announcements to make. This will stli% be
OTe the union conferences, But it would be the natural time to disclose
Elﬁ dmong other assumptions embodied in the plans then announced. If it
3ked before then, as must be expected, this may be no bad thing, It would

€hahlea : i '
un;-blu_ us to give a lead without appearing to throw down a gauntlet to the
Ong,

P
ROPOsSED DECISION
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tt:e- I propose, therefore, that we decide a single general assumption for
' pro

e dvis-.;,m in our expendit..ure plans, and EE'H.I:DE{.tE 8, fclrr pay increases
84 opt e aettiﬁienmnt flutes} in 1983-84 for the Civil Service, Ar:nnti .Fnl'::ﬁ'-jl _
oo er P\?‘Ekflf.?t rvice groups, but that we should not announce this until Fafe .
tomn-Statement.© We have to leave the National Health Service on one
t::'] ftﬂr the time being, until the present dispute is settled, There is no
i iﬁ r‘nal-m any ttmﬁumpt_inn for the‘ local authorities, The JufY statements
i ];Lnl ﬁl}thﬂrlt}’ current expenditure and the Rate Support Grant (RSG)
" Made without reference to pay. But we can say if necessary that our

85y 1 : . x i g1 itd
Mpton is consistent with the provision, for local authorities,

Bid

THE NUMBER

9
With g Any figure higher than this year's 4 per cent would be inconsistent
1

© alm of pay settlements lower than last year.
lo

¥ . - - & .
With inflation coming down, 4 per cent would be more generous in

2a
2l e 3 1 i L
iy rms than the same flgl.l].‘i.! last year and 1‘111gh1’. be seen as rﬂ&l&:]‘.ﬂg up‘«
; :':'--‘Lil-‘.l.l"‘\.'J

the . the unions will regard it as a floor for negotiations. This year
1€ ayve

Fage settlement was about 6 per cent, If we choose 4 per cent again,
€ €rucial to stress that we are nevertheless seeking a much lower
Settlements next year,

l
. A

Tedycyy lower figure - perhaps 3 per cent - would point more strongly to a
= 10T}

thag arcmui-xn the lt'-}’ﬁ! of settlements and be welcome to the CBI and others on
: _ t Thisda ol souies 4 ve ry considerable advantage. The danger
ngld be too low to carry conviction, would therefore be of less
el signal, and wou%d provoke xlnhelpfull Lfonfrnntsftinn with the unions
o s And because it weuld not be credible, and in the end not tenable,

Mt ;:s @ constraining influence in our expenditure planning would be
Weakened
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L2, This is a choice which colleagues will wish to discuss. Omn balance
MY own conclusion is in favour of 4 per cent, as the lowest figure which can
be Presented as realistic. But the need for settlements lower than in the
CUrrent year must be stressed.

13,

Pregent it ag before, not as a forecast, nor as a decision on the offer to be
l'l:‘;ad.(, in any individual case, but as the provision we are malking in our cash
Plans and Estimates for the various programmes. It does not rule out
Bt'r:ttlemams higher, or lower, than 4 per cent; but it does imply a presump-
ton that the a.dlditio-nal costs of any higher settlement would be found from
Within exigting provisions, by reducing numbers or by other economies,
RECDUI‘HG to the Contingency Reserve is not necessarily excluded; but equally
"eTe is no presumption that it will be allowed,

When we come to announce or explain this assumption, we should

EFFECT ON PUBLIC EXPENDITURE
lq._

I shall take account of the effects of this new assumption about public
Ba bk 1

ice Pav, and of the latest forecast of prices, in the proposals about public
E:“DE'-nditure which I ghall be putting to Cabinet shortly. The figures for local
A 3 3 =

uthﬂr“‘;’ current expenditure will not be affected.

LATER yEARs

1 oo : ’ i
> We do not need at present to make any specific agsumptions about
PUblic gervicn pay in 1984-85 and later years.

CONCLUsION
lg

I Propose that;-
1, for the cash plans and Supply Estimates we use a single general
Assumption for increases in pay in 1983-84 of 4 per cent for public
Bervice groups apart from the National Health Service |['dhuut whom a
decision should be deferred). If necessary, we can say that this is
ctonsistent with the proposals already announced for local authority
Current expenditure and the RSG settlements;

ii, this decision should not be formally announced until late
November or early December;

i, without delay we should take every opportunity to stress the
feed for settlements in the coming year to be much lower than those
in the past year;

iv, I should take account of the assumption as appropriate,

Programme by programme, in making my proposals to Cabinet next

month about public expenditure,
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