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1 Ministers re sume lon of public sector pay on 17 June,
This Note seeks t ut the ssues. Several of the main questions on
which decisions a1 >ded are chted in the course of the document and 71
are underlined.
2, The CPRS su sts that nittee should take as their objectives: 74
(a) to achieve the lowe ible settlements in the coming round which
avoid unsuccessful conf: ons and do not create substantial 'catching-
up' problems for subsequent 1 inds;
P 1
(b) thereby to achieve settlements which will not inhibit the private
sector from reducing the 1 of their settlements as strongly as they 78
can,
g At this stage the questions to be decided are mainly ones of principle.
At 3 . i
a later Stage it will be necessary also to decide questions of volume, 80
Whet P -~ & . ey - i situati
"ether for cash limits or External Financing Limits (EFLs). But in a situation
wher y e . i a g:
® 2 change of direction in the indices is expected and the timing and rate
of cha 9 ! : i suct |
ge is particularly uncertain, there is much to be said for taking such 82
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the ® 1n the situation. They are particularly invited to be Sa
Qe timing . 5 i fold 2
g y r will unfold.
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6. One more gener?l pomt. There are ting commnmems_
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If some are felt to be immutable,
to consider whether it is possible to igglyt

e.g. those to the police or the Armeq

it will be necessary

Forces,
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The Main Issues

7 The Government's responsibility for public sector pay is most clog;
engaged by the four main groups of its own employees - the non-industrial (i

Service, the industrial Civil Service, the Armed Forces and the National Bl
Service. In these cases the Government 1s the employer/paymaster and has i

responsibility (shared with the unions) for the
in the course of reaching those s

size of the settlements ress

and for any costs incurred by disruption

ments. The Government has also, of course, a continuing interest in the

and morale of the services concerned. It is perhaps fortunate that the sttt

. . i gtrial
ment dates for three of the four groups - the industrial and non-indust

come towards the end of the pa

Civil Services and the Armed Forces - e
The National Health Service, however, contains significant groups = DAzt
the ancillaries and the ambulancemen - whose settlemen? dates come earl‘";"”
round and, given the nature of the Health Service, difficult questio® L‘e J
limits will arise at an early stage. The issues of principle which 87 ‘
|

respect of each group are set out below:

A 1(}81)1
(a) The non-industrial Civil Service (settlew

Three possible approaches have been suggested

that the improved system should be applie

underlying next year's settlement; and that,

92

of the revised pay agreements so negotiated, cash i .
mits should b
e set

s which reflect the hardes .
at levels ¥ lardest bargain the G
overnment could

pegotiate on pay research evidence. Thijg does not rul
¢ cash limits below the levels suggested by pay reseae l:ut g
would have to be one which the Government thought coult.:cb but'the b
means such as an additional manpower Squeeze. The siz : Ryl
gap cannot be estimated now but is unlikely to be sicrniefioca:ile Lzlerable
there is such a wide range of possible pay and pricecoum ~' R
required increase in cash limits is highly uncertain butm'may‘[he
in the range of 15-20 per cent. ’ A
(ii) The Chancellor of the Exchequer advocates in E(80)46 that pay
research should be 'dethroned' and Primacy given to cash limitsP ’He
also envisages that the cash limits concerned would be set belo;/ this
year's level. It must be doubtful whether a cash limit of, say, 13 ;er
J 9

cent could be reconciled with pay research evidence to Produce &

negotiated settlement. On present forecasts of the future course of
pay and prices generally such a reconciliation seems unlikely. The
gap could be bridged only by seeking to negotiate a settlement at
levels clearly below those indicated by pay research, or believed to
be comparable if pay research were abandoned. In either case, arbi-
tration would have to be withheld. In these circumstances there is
the strong chance that at least some key sections of the Civil Service
might engage in industrial action. The effects could be extremely

damaging,

(iii) The CPRS has suggested in E(80)49, supplemented by the fuller
description in E(80)54, that the problems of the time laé in pay
research and the uncertainty of the course of pay settlements generally
DEXt‘year might be overcome by a temporary change in the procedures for
Setting public service, including Civil Service pay, providing this
Cfvlange could be pushed through (arbitration would again have to be
:;Z:eii)- The suggestion is for interim settlements on the due
oy a level clearly below the then current rate of increase of
me:aj: i:rnings coupled with a promise of a back-dated final settle-
i e end of the pay round (i.e. in July 1981) which would match,
St match, the actual increases in earnings achieved by the

Pay r
esearch analogues in the pay year 1980/81 rather than, as under
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! 3 ST ovels with their civilian co
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i £ the next pay round, and the outturn woulq j, this ot a later stag whether some savings could be made in other ways than
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by the en LAY could be achieved with comparabiljty. n through cash limits, e.g. by changing the Terms of Reference for the PERE -
somewhat below ; d i by e o'y ot YAy hi . A
o 1d remove any possibility of the private sectop ¢lainj, Forces Pay Revi Body in ways which do not conflict with the pledges which
: scheme wou re L L 3 o 8 ive
" he Government was elevating the level of settlements, ang have been g1VEl
that the Lo : . increases sely o ag that the commit i s
[—— indeed would tie Civil Service pay increases closely to the SUcegg, ws—‘b reec taa> ~ae tommitment remains binding? “
sector in its own negotiationg duri 4 —
jlure of the private s 0g th i ] Health Service (sett
or fa i thorefore, that cash limits for pay Wouldh“ (d) The National F ice (settlement dates December 1980 and April 1981):
und. It implies, 3 i Health Service groups s : .
5 - ; to subsequent adjustment inthe light of fina) g, Some National sroups settle early in the round (e.g. ancillaries
T — be set subject to S ] Ue en). These are key s ¢ g
s B R e cash limits would be unaffecteq, i and ambulancem 1ese ar y settlements for the Government both for this 10
ments. ut othe £ > 4 cause they are linked i .
feature of the CPRS scheme that the policy would b reason and beca ) e ‘ed to other public sector settlements (e.g.
an important ie ‘ thority manuals). Other N
y 11 before the start of the next pay round so that gy O R 0 ) er NHS groups settle late (e.g. nurses,
—_— announced we G to the private sector For this' res doctors and dentists). The particular feature of the NHS which will n
b 1d be given > ivate sector. . g id b . ]
reassurancescou 3 y N complicate the approach to pay in the Service next year is that, as with i —
L : 1d have to be presented to the unions, and agreed in principle ’
it wou . R dividnal medide the Armed Forces, the level of the cash limit set effectively limits the &
. dvance of the normal timetable for in al s ents, Y y ¥ I
L in a size of the pay increase which can be given (except to the extent that 74i
: ’ the alternative approaches to (i . : — - )
Ministers will need to decide between he alterna PP 25 10 improvements in productivity, and the associated manpower savings, can be -
; iming ! : cement of their ml
Service pay, and to consider the timing of the announcem brought about). Except fdr doctors and dentists there is no formal
] y s comparability element to take into account though the staffs concerned TE
il (b) The industrial Civil Service (settlement date July 1981): i11 s : —
‘ : : s 41 Serrd 2 0 as well as their counterparts in other employment an
that th ttlement due this July for the industrial Civil Sm % SRneCik To d 11 terpart th ployment d
a e se J £ . -
We assume " e . settlemeﬂi" will be conscious that, this year, they have accepted settlements at
will be on traditional comparability lines. Since e 3 Below: . : ’ y oots 78
: ; under ow the going rate so that a sense of grievance and of 'falling behind
t the end of the pay round, there is no need Tto contemplate, 1 = —
come a z : e voudi R 's already building up. In essence the choices for the Health Service lie
the CPRS system, an interim award. The facts o e 1 e s Petveen:
A - O W e tlemen G
enough known by then to allow for the possibility of a set i - - 80
2 /e bt L tt1lement WU 1) settin imi ici 7 hi mmodate the levels
private sector achievements in 1980/81. This method of se - ; € a cash limit sufficiently high to acco ,
; : ions i ormal vay: = o1 pay which mi isti me of free bargaining (bearing
T, of course, need to be discussed with the unions 1n the n s mliin might be the realistic outcome g i y
: s | - the sal mind that the ¢ imi arate part of the public sector !
question facing Ministers, nevertheless, is essentially : e e cash limit for each sep pa e Saashers .. 82
Y e S not have to be t S - indeed, in a period o ecelerating
for the non-industrial Civil Service. | 4 he same 1 ’ P & 56
ge settlements, and widely differing settlement dates, 1t is e -
: 3 un o ks . - ”
(c) The Armed Forces (settlement date April 1981): . gpab Tealistic ang unncessary to aim for a single 'norm!); ki
; ; blem 1B o 3% : 34
‘ 3 articular pro B (i1 R : tion
The pay of the Armed Forces presents a p Tihn conCeivaM€~ : ) to set a cash limit at a lower level designed to force a reduc 12
ru her n : : i -
She et 1Y POSSIble’ flor' is industrial disrip stion is‘mﬂn the rea) pay of those concerned (involving a nice calculation of the 2
nly que sed @ Poi iha . . ; .
cash limit will set the pay increase,and the o 1 award'badd Ot at whijch unacceptably costly disruption might occur); and - 86
the ssef
limit should be fully adjusted to take account of les? (iig think
y J R Body; 0T at s0P° .ot ) Some variant of the CPRS scheme. It would be necessary to
comparability, made by the Armed Forces Review p8’ in t because
3 4] orces’ ®Tus of a variant of the CPRS scheme for the Health Service ’
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figure. The Government's commitment to mainta
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wish to change the

Ly AR present arran - ;
there are no pr ‘ Do Ministers gements? If there is to be
ig¥year, E Oper ‘ Ministers think that th 15
¢ Clegg this 3 Comy, do Minis ne e police can b S .
despite the efforts i sibility of establishing ¢y i hg ekt <presented as a special
i s and no poss 18 they
oups an e i Iy ?
for many of the group lication of the CPRS suggestion ¢, 11 cases
3 : The appll ' S ap,, _
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vhere erhaps 5 : the ral loc itv & S
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nd dentists represents an addltlonal . ) Bl A . ‘
— ition of the doctors & Prop) 0. They wer ot very suc sful,
The positio _ its Review Body and ¢ i agoe ’ -
5 . eat store by 1ts Revi . SySanghe €Xpecteq Gove snt wish to ek to influ h o,
The profession sets &r dilution of its 'purity!, p y Would the GOVE - 2E€ ence the local authorities to
s 7 dilu 1 o osics ,
major campaign against any b ol hange the present arrangements?
el ; of the NHS rather than negotiate a change iy g, g 10
< ut o 3
3 threaten to walk o AT S . . 3 -
il Sments METEEis ja mater of judgement whether the pay 9. The groups discussed so far comprise about one-third of the total employees
s rang . 2 . . )
presenior : » or lower if direct bargaini g e | P S o
doctors and dentists would be higher or low gaining reply in the public sector. The remair r are the employees of local authorities,
4 he employees of the nationalised industries. The main issues arisin
the present system. and t p sir ]
R———-— 2 5 imits for NHS 1d b iven ¢ re:
Do Ministers think that tight cash limits for NHS cou e held given g, here a .
b\ 5 ) o i 2 s q 1
r 1 of settlement which would be most likely to be negotiable? By y (h) The local authorities (settlement date November 1980 (Manuals) and
vel o ; - " i
i - A ns listed above do they think that NHS pay (incli July 1981 (APT and C)): 74
alternative means — e . ou . :
N of the i P fou1d b determined? The critical decision for Government is the size of the allowance for
oo e dete :
f doctors and dentists ) : . : ' —
that o increased pay to be made in this year's RSG settlement. In itself this
date April 1981): decision will not determine the level of pay settlements reached by local
(e) Prison Officers (settlement date Ay 981) ‘ wal : . ol 16
] fficers are determined as an average of al authorities with their employees because local authorities can have e
) § = son O S ar >
ay increases of pri ) g ) : ol
ko Decisions taken for the Civil Service theref recourse to increased rates to provide additional funds and, by common
SRS : - is s take
Civil Service increases. ec j k. : “ab #k .
; is group. The negotiations with then® consent, have substantial possibilities for reducing staff numbers. 78
have direct implications for this group. e

A decision here needs to be made by November at the latest. It would -

= is ion are ser
in the past been difficult, and the consequences of disruptio

Ll : ; .ideration will have to be given0F In principle be possible to encourage the local authority employees to

Do Ministers feel that special considera adopt a variant of the CPRS scheme, but in practice this is probably not 80
§° sl acceptable since it would mean that the Government would in effect be
e are two groups £’ = fesponsible for setting pay in the local authority field.

8. In addition to their direct employees, there -
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. sa%d 14 hose settleme i T i 82
Government have accepted special responsibility and w ‘ (1) Within the totality of local authority employees the teachers 56
in the pay round. These are: | (ser.tlement date April 1981) pose an additional problem because of their S y
) : Tt i i lutions
(£) Police (settlement date September 1980): . ihe e ) $a% to arbitration where the awards can only be overthrown by resolu
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Police pay is now firmly linked to the movement of earnint ¢ is °th Houses of Parliament. The teachers' current pay claim is already 84
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e alternative
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pricing decisions of
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(bearing in mind that there 18
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timi

reason why the pay comp

industry should be the same). The Chancellor has already pointed gy
in

1 want to make 1T lear to Chairmen that they an

that the Government wil

d to hold settlements down to those pay assumptions.

expecte
10 In addition to the decisions affecting the particular groups descril
above, there are three issues of broader principle to which Ministers'

’

These are:

(k) The future of the Clegg Commission:
membership is declining and its workload is running o

The Commission's
The Chancellor of the Exchequer, on i
the settlement of particularly diffie

of the Office of Manpo¥r

the other hand, sees merit 1n Ié

a fact-finding body as an aid for

disputes (though the fact-finding activities
the small Comparability Commls

Economics could continue even if

rali
: i e Compa
A decision whether or not to continue with th

Commission could be taken and announced now.

scrapped).

(1) The timing of Government decisions: The ti i
analysis- i
. ot
. ., But 07 ‘
some decisions is imposed by operational requirements. Lalite |
orood deal of Bl cer® [
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Questions of timing run through much of the above

e.g. most cash limits and EFLs, there is a
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