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PAY REVIEW BODIES

Note by the Chancellor of the Exchequer

I attach a note prepared by Treasury officials in consultation with

the other Departments concerned. I agree with their analysis and

recommend the following approach to my colleagues:-

(i) We should accept the helpful offer in the letter of
21 November from the TSRB to advise on the distribution
of a limited amount of money, and ask the TSRB and DDRB
to give advice within constraints reflecting our approach
to cash limits for 1981-82.

(1) e should try to persuade the two Review Bodies to

confine themselves to such advice; but we must recognize 147

that this may not prove possible.

(114 . in this way

1) 1r they are not willing to confine themselves 5 148

: ions in due
We are likely to face embarrassing recommendat

g 14 be through —
Course; the only way of avoiding that wou

ending
fOlf'rnally amending their terms of reference or i;siave 149 |
. i courses wou
their operation. Either of these But

L all 1 s out.
dlsadvantages, as the official report bring

X 150
they aye possibilities we must discuss. |
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.y) The question of the AFPRB pe

(iv Quiresg Special qop

peoauge’ Of our publie commitmentsg, But my 3
serious damage would pe done to Y View is that

: - : I olicy for pay 3
public services if ywe implementeq ommendatiop ¥ ;n the
ns of the

AFPRB which meant giving the forces myep bigger
increases than others ipn the seryice pay

Sideration

ree

of the centpa]
government.

This would point to

handling the AFPRB in the same way as the TSRB and DDRB

this year.

(v) Whatever our decision on the AFPRB, our evidence to all
these Review Bodies should draw attention to the need
to take account of current economic conditions and of
the financial constraints that apply to the public services.

(CONFIDENTIAL




oy REVIEW BODIES

te b Treasury Officials
Note

mis note considers possible action in the current

. . Pay round towarq
pay Review Bodies. It is not concerneg with possib & the three

le 1°“Ser-term ch ;
i a
e being considered as part of the current study o nges, which

. : ; I future arrangements for
= determination in the public services,

2. This note has been prepared after consultation ¥ith officials in the Civil

service Department, Ministry of Defence, Department of Employment, DHSS No 10
’ )

CPRS and Cabinet Office; but other departments are not committed to the argumen‘ts
or the recommendations in it. )

Background

3. There are three bodies involved: the Armed Forces Pay Review Body (AFPRB),
the-Top Salaries Review Body (TSRB), and the Doctors and Dentists Review Bod,
(DDRB). Details of each of these bodies are set out in Annex A. All have

a purely advisory role. It is for the Government, in the light of their advice,
to take decisions on the pay of the groups concerned. However, successive
Governments have indicated that they would not reject or modify recommendations

from the Review Bodies unless there were obviously compelling reasons for doing

80,

b Ministers last considered their attitude to the Review Bodies in July.
The discussion took place in the context of the longer-term future of pay .

: . . : 3 i PO €
determlnatim, including the future of the Clegg Commission. As a result, it

b : p, but that the Review
° 3Mounceq that the Clegg Commission would be wound up : :
di X .

8 ould contjpye to operate.

ion
8

: - : 5 AR ing the operat
Ministeps have made a humber of public statements regarding N S
of ] . ovever:

the Review B°dies. These are Tistedtin Annex B. :In Swmi i

(a)

nue to operate .

. e RB will conti
Ministerg have undertaken that the AFEES wLE ¢
) parts. ™
S S jew Bodies. should
(b)_ . The Prime Minister has stated that all' three l}ev_uf.. A AR

; Rl T
: on g basis of comparability with cxv;llan'cox.mte‘

. QOnt' r : = e gl 3
g 'lfme to make recommendations. -




should be dope to reduce or remove this risk.

CONFIDEN

The Government hag asked the TSRB

ln the pay of MPs.

Th}rlo,lﬁ‘.eﬂ

g, e Government has announceq that the rate

Support grant ang

. ran
wiversities will be calculated on the assumpt i, ts to

N of an increage 3t

1
»e subject to broadly the same financial disciplip

fron annual settlement dates; and that the Pay o 6% in earnings

ces will

Other public geryy

es., However, the AFPRB will
undoubtedly, as matters now stand, base its Tecommendat

ions on comparisons with

povements in earnings in the €conomy at large

weight to that factor in the past.

of 12%.

7. There is therefore a high risk that the Review Bodies will come forward

vith recommendations for pay increases which are embarrassing in themselves,

vhich could cause problems in persuading other groups to settle for increases

of around 6%*, and which, at least in some cases, would be difficult to accon-

todate within cash limits. -Paragraphsii-17 below consider whether anything

Special sition of AFPRB

8

; ition of the AFPRB. | l
First however, it is necessary to consider the special position of, '47
(a)

tments to

3 ic commi
On the one hand, Ministers have entered into public

he basis of C . g
the effect that the AFPRB will continue to operate on the bas

A . son 1

_°°“’Pa-!‘abillity. This will be widely regarded as imP.lylne cmtzn::dt:fernn . “-M‘B—

°R the bagig of comparison with earnings movements in & :e;iInit will P
":Onomy. . Ministers have also agreed that the relevant caf o ,ecome‘.’datiom 149 (
e i"ci‘eased, 11 necéenapye el N pay increases follonfxg ;

°f't_he AFPRB, e ; ey M ‘ ! -

rants to universities;

; - 5 |
e fy 3 \ hoy: the RSG and g N asrumption'

for t;gure ©f €% has been adopted only :::xi.s stage only a planning 255 151

In gpyo Other Public gervices it .is at .

ther figure Ministers

My ‘Ds B0te it is.usedkan shorthand for

ngg% or whatever O
s " L 2
PTOVe for determining cash limits"s - oo
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C Bervice
Particular case of the other tyq Reviey Bodie 5 generally gnq in the
8.

it could be argued that,

nt i

pay round, "civilian counterpartg"
Primarily the other public Bervices,

at least in the circumstanceg of the curre

of the Armed Forces should be Tegarded ag

9, This issue can only be decideg by Ministerg

accordingly concentrates on the TSRB and DDRB,

i and the regt of this note

10, But, whatever Ministers may decide about th.e AFPRB, Government evid
ence

to it can draw attention to general econemic factorg and t

. he need for restraint
in pay awards, and can point out that there are factorg re

lated to pay (auch
ch the forthcoming
ay settlement.,

as allowances and quartering charges) and Pensions (on whi

Scott Report may be helpful) which would Justify a lower p

Possible change in terms of reference

‘1. As noted in Annex A,‘ the terms of reference of the Review Bodies are

very vide. They neither require nor prohibit taking account of general economic
circumstances and the ability of the country to pay; and the Government is free
to present e'vidence on: both these aspects. The TSRB, however, in a letter of

2 November to the Prime Minister (Annex C) has made it clear that it considers
that ite duty is to recommend .what it judges to be the "right" levels of pay.
My reduction is a matter for the Government. The attitude of the DDRB is
harder o predict. In the past, it has bt;ﬂl receptive to Government evidence .
o the €conomic sit\.xation ‘a-nd th;a need for pay restraint. But this has o
been ip the context of an announced pay policy applying to the LA CosRon i

: ; than as. \ |
re diffyse restraint relating to public expenditure rather - 148

ot : nt atte}'- v
Such apg applying only to parks of the public services 1s a d1fffrfn o : it

: There is therefore a case
. nd DDRg to.p

[ .
0“51d°raticn

' ' TSRB
ending the terms of reference of the m
it economic and financial |

€quire them to take account of general

—
X0 :

Se  “Howeveri~ LOF SENEES : e’ jderationse o 150
“ . T ; consl E
th 3 - Ry y . do take account of S“Ch a.1ns, c ki |
€ Review Bodies already b puch the same recomzen ation
m .
g Lhen beimere s . - '

(a)

ere : o ‘wit

% € 18 a risk that they Bight CER8 EL ae) put it would.

e Undep theip existiﬁg teros of referenf:e' o= e
ditese i g
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(b) To meet this point

of reference &0 tightly

; View Bodjeg 15 )
%o recommend increases of the order of e €5 little option byt

But it 3 .
would agree to operate under such terms, i, 8 unlikely that they

Sis e ce they wou i
asked to take responsibility for a decigion by 1d in effect be
Tnment,

(¢) A change in th‘e terms of reference cou

1d prove a fa)g .
e m
context of the longer-term studieg referred ove in the

to in para .
i . graph 1 aboye-:
could also make it more difficult tg develop ove; it

three Review Bodies,

If Ministers decided to

case during the current pay rounq (see paragra

Suspension

13. Another possibility would be to suspend the TSRB and DDRB for the current

piy round, for much the same reasons as pay research was suspended for the
non-industrial Civil Service.

(a)

It will be much easier to persuade other groups to -accept 6% if
there are no embarrassingly inconsistent recommendations regarding
"correct" levels of pay. Such recommendations can serve no purpose except

to provide the Government's critics with ammunition.
(b) . The Governmer;t's policy is to pay only what the nation can afford.
¥hat the Review Bodies may recommend regarding "correct" pay levels is

irreleyant, in: current, circumstantass
147,
(c)

Suspension might ha‘ve a useful effect on public ‘opinion as illustrating ‘T" |

the neeq to avoid excessive pay increases. 148

. There are, however, also géod' arguments asainst‘ suspension. | B
4 The Government's Polié:y_relates to expenditure, not PWT::;r:::es b 14 149 |
8 such; it does not feature a 6% pay nors. To pL ‘thet rmine pay |
DDRB “ould imp)y that the Government intended directly -totd:nepublic ST | ——I-SE
Tateg ('without-ad‘vice),“ rather than to impose 2 constr“;;m it would face Sl
EXPEnditure. If the Government decided to suspend the

general medical an .
Yy Serioyg technical problems for the ,,ssess'me?'{ o.f e 5

q .
i L

i'oners'A paye. .
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(e) Although the degree of commitment 5
of the AFPRB, suspension could 5till pe r

with the Prime Minister's statement in July

(2) Total suspersion of the TskB would, jip fact, pe very diff
1fficult

since the Government has asked it to report op KPs pa
Y.

But once the

Ggernwent begins picking and chosing, the difficulties increase anq tj,
and the

advantages lessen.

(g) Suspension of the DDRB woulq create an immediate ang long drawn out
- ou

row with the professions. If, as is Possible, the DDRB recommendationg

i i ith the ve ' : "
are in line wi Government's expenditure assumptions, such a row ig

unnecessary; and if the current pay round goes vell, the professions will
have less reason to complain if Pay increaseg consistent with the 6%

assumptiorn are imposed on them. i

15.' Finally, it is relevant that the Review Bodies report relatively late in
the pay round. The DDRB normally reports in April, with its report published

in May; the TSRB\usually follows a similar timetable, though it was late in

1980. Thus the reports are unlikely to have a significant effect on expectations
during the current round: by the time they are published, the tone will long

since have been set.

16 less drastic course of action would be to ask the Review Bodies to advise
; . int

the Governme rt on the distribution of pay increases, subject to a constra;;

that the cost of the increase for each group concerned should not exceed 6%.

5 there

The TSRy hag alread_y offered to do this, in its letter of 21 November; “«:"t

i 3 . ' 3 d nee o
18 ng Teason to suppose that the DDRB would refuse, though this woul 11'1 o
ic e

" Onfirmeq i) them. This approach would conform to Government policyy

A t
Nou)g Elioy useful, 1‘n some cases nlm.os.

. he Review Bodies to discharge the
Ssentiu

| erlé of advising on distribution. -

.. i £ st if the © -t
. R - s stand point, if 4
vy ¥ L be hi;hlyl.désirable. e ; z exercise, and soid
huth“ Rieg confined their recommendations .t°,SUCh ¢ {ble that the DDRB
hing ¢ g i . It is possi
Uther abhoyt "correct" levels of pa:'h. Jetter of 21 November s‘f“f“?

n, phe debtam0 sttt Gt

the Government'

.

e

be nay

. .

b prepareq to do this, .althoug

: ?;"7:'8 '




¢ the 7SRB will probably not., 1t would, hoyeyep b
1 De

bod1cq out .informally. POssible to soung the
two

sumi2,
B essential problem is that the Government has
18.

o lated on the assumption of

an inc ates. and that the
other public services will b ‘suciesiE broadly the sape £3 iy

announced that
+t grant and grants to universitieg will be eali at the rate

rease of 6% in earnings from annual settlement g

nancial disciplines;

put that there is a high risk that the Review Bodieg will come forward with

recommendatlons that will create difficulties for this policy. The following

cons;.deratmns are relevant to possible action to deal with this problem.
(a) The Government's public commitments towards the Armed Forces could
be interpreted as requiring that the AFPRB shoulq continue to operate on
the basis of comparisons with earnings movements in the rest of the
economy. However, this will create serious difficulties for the Government's
policy on pay restraint; and other interpretations of the commitments are

" possible. This is a matter for Ministers to decide; and the AFPRB is therefore
largely excluded from the main discussion in the note. Whatever the
decision, Government evidegce to the AFPRB can stress the need for pay

restraint and point out factors justifying a lower pay settlement.

(b) . There is a case for amending the terms of reference of the TSR3
and DDRB to require them to take account of general economic and

financial considerations. This would réduce the risk of the Review

Bodies Producing embarrassmg recommendations. But it would not
remove the risk; it might mcrease the difficulty of rejecting
embarrassing recommendatxons, and it could prove a false move in the
longer term, i

’ ' reasons
() Another couse would be to suspend the TSRB and DDRB, for

h for the
51mllar to those which led Mlm.sters to suspend pay researc riate
ro
non"""‘:{“Stl‘ia.l Civil Service. However, this Lo mo:: £ tz serious
crea
to a Pa¥, rather than an expenditure, pohcy, and it would. € A

Problens with the medical, professlons-

(a .
M Flmilly' it would be' posslble to.ane A
n the di SUbJec
st creasesy
e ribution of pay in t exceed 6%'.

o
°f, the increase: for each group should »

t to a constraint that
‘I‘he ‘TSRB .

ch advzce-
8 already 1nd1cated 1ts wlllmsness 2 OHer % e




ould be best, from the Government'
It w
(e)

& standpoint. if the
DRB confined their reconmendat
d D
an
TSRB

lons t, 8uch ap
bodies could be Sounded oyt info
two bo
The

exercige,
rmally op this Point,
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ANNEX 4

5 pAY REVIEW BODIES
7

The three Review Bodies all have similar terms of refere
nce:

e Minister on the remuneration of the 8roup conc

r they diverge.

to advige the
prim

howeve

Vethod of worki

AFRB; Has well-established (and.fairly sophistitated) Dachine

erned, Ip other Tespects,

. R ry for factorial
comparisons. Much of the imput is in the form of Job evaluation reports by

consultants; and the outcome thereafter ig essentially mechanical

DDRB: since there are no obvious outside analogues for Doctors and Dentists
,

and the DDRB has steered clear of factorial comparisons, the recommendations

rely largely on applying judgement to earnings movements in the économy at

large as evidenced by the New Earnings Survey.

ISRB: uses surveys of top managemeAnt salaries, plus a considerable element of
Judgement. The TSRB has stated that it adjusts its recommendations downwards
to take account of differences between the circumstances of the public and private

sectors,

Isatment of pay within public. expendltutsiEiEia

AI’PRB:A the pay of the Armed Forces is cash lipited; but for 1981-82 .:Lt has
been 8greed that the cash limit willibe adjusted if nece5§ary to accommodate -
¢ "

e Pay settlement .

vered

ited.

DDRg;

) cinrs ‘ are co
b salaried doctors and dentists (just over half the v
- W the y '

iti i h'lim
& limit; The pay of family practitioners is not cas
1 ] :
inisters ‘and MPs are cash 11
jon to the total pay: p:.ll,
it settlements

i . . ol ,' pited; but
tha ne A groups, except most judges, ¥
® Snayy 2
hy

"“mbel‘s‘of people involved, in relat

means

. _train the size of the
ehsh Tnite' gy practice need not constrain t 20,8




ANNEX B

ypRVENT STATEVENTS REGARDING THE WORK op myp PAY REVIEW Boprgg
(OVER

AFPRE
. Mani : :
(a) The Election Manifesto Promised tq "give Servicemen decent living

Parability wity their civilian
counterparts immediately and keep it there",

conditions, bring their pay up to fy13 com

(b) Mr Pym announced in a Press statement on 10

"having fulfilled its undertaking by restoring the

May 1979 that
pay of servicemen'

to the level of their counterparts, it is the Government's intention to

maintain it thereafter at thoge levels",

(c) The Prime Minister.said on 10 July 1980 that she would honour the
recommendations of the AFPRB in Tespect of the Armed Forces (Hansard column

756).

(d) In answer to Parliamentairy Question on 2 December, Mr Pym said that
"the Government will continue to fulfill its commitment to maintain Forces
Pay at the levels of their civilain counterparts. The actual increase :

to be awarded next year will depend upon the recomendatiOfxs of the Review

Body on 'Armeg Forces Pay". %

0t

%

d decided that
On 4 August 1980, the Prime Minister said that the Gover“men: :a ns on the

io
the three Pay Review Bodies should continue to make recommenda

! Ye
$roupg “ithin theiy terms of reference (Hansard column 50

t

.

Governzent had
s third
forral

' - i that the
1980, the Leader of the House announced

; t year'
to review nex
t th {2 1d be asked e
S 13 150n (Hansard coluumn 165)'.
1 B - z

1“°Pea5e' . : £

: of } Memb ay to &

: letttr i . { hon ; ers -pay TSRB on 8 Auguste
O thege lines was sent to the TSI : :
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CONFIDENTIAL

The Rt Hon Margaret Thatcher MP

10 Doming Street
" yondon SW 1

) - . 21 November 1989
hel /9;7”(’ ﬂtmskf : . ¢

My colleagues on-the Top Salarieg Review Body have told me about your di o
with them following the lunch on 7 November 1980, which I ap very so SC:SSIOD
have been able to attend; ang it may be helpful ithyE:i;\w'I"ryPlljo dto
vho is taking the chair when I i el

" levels-of remuneration for the g
factors as the need to attract
relevant pay comparisons, thoug

“been committed to any simple doctrine
differentials within a In exercising this role it is
crucial that we act, and are seen to act, as an independent body; it is not for
us, as I am sure you would agree, .to attempt to act as arbiters on matters which
lie within the economic or political domain. o v

The Government of course in butting evidence to us may wish to draw attention to
economic considerations which it regards as important, and if it so desires may
inform the Review Body that i ind i ible to implement total
inCl"eases beyond a certain limit. In that event we should naturally refer to
Such evidence’ in our Teport, but we would not regard it as part of our function

0 comment op its merits or to take it into account by recommending leyels of
Teluneration lower than we Jjudged to be 'right'. ) e 1y
-Once ye have reported, the Government will have to decide what shall be done; and

pe Tecognise that the Government might take the view that the ?xc?ptlonal economic
Wreunstanceg Justified it in modifying or setting aside our findings. Such an
Outcone ¥ould not in itself be inconsistent either with our independence or with

i ability iy the long run to continue to do a useful job; our independence

Youlg op the other hand be ravely undermined were we to become 1nv91ved in
Westions of ) g f what can finally be afforded, which must rest
vith g, general'pollcy, or o 2 : _

® Government itself.
: : i it £ Government's decision

to re:iﬂ:clt,only right_ .to say, hoyever, t.hdat ;nt:%gz :;p:};;riate under our cr'i\f.eria
. e ; .,ub§tantlally tn2 amol-mts.we Ju f}i t the results of our present review,
&lthough 'Aprf}l 1980, it seems inevitable ! able $5 a1 by tham: e Lepoint .
Yo ihcre’lt ¥ill be some time before.we are able s which were actually irplgmented.
SUiesCases op o significant csder in the salarie Wi

Fpas TARARERREY T -
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com.-;[DENTlf\L

Yonetheless, if.the Government decided after receiv
1ot allow such increases to be implementeq because of overriding economic
circunstances, but wished to seek our ad the limited amoupt available
could best be distributed to malntain ge

: 4 e salar structur
ready to provide assistance ip that Tespect. ! FRTINE Mo dibe

ing our Teport that it could

vice on how
nsibl

ye are very grateful tO_you for saying that you will issye a further public
statement about the Review Body's Position. as of course only last July
that you gave an answer to a written Parliamentary Questi which we welcomed,
paking it clear that the Government wished the Reviey Body to continue; but
given the way events have moveq on since then, a fresh statement in some form ~
is clearly desirable to avoid the growth of speculation; ag You will have seen,
some rather misleading comments have already appeared in the press. Insofar as
the statement might seek to define the Review Body's position in the changed
conditions which now exist, we would much appreciate an opportunity to comment

on it in draft.
i wfw‘7 : i

g

> J
" BOYLE OF HANDSWORTH, CHATRMAN
. REVIEW BODY ON TOP SALARTES
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