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CIVIL SERVICE PAY 1988-89

Thank you for your letter of Eﬁtgxainunry about Civil Service

pay. I very much share your views on the importance of relocation,
My departmental commitment to this policy is demonstrated by the fact
that, in the 1588 survey of the Departmental Relocation Review, the
Ministry of Defence is at the top of the list. I enclogas a copy of
this in case you have not seen it.

I am, of course, aware of the satisfactory outcome of the ODA
dispersal to East Kilbride. We are enjoying many of the same
benefits in our own much larger dispersal to Eentigern House in
Glasgow. Moreover, these came as no surprise to us; the Minisktry of
Defence is a very large employer across the country as a whole, as
the enclosed map shows. It was against this background, and the
knowledge derived from it, that I wrote to Nigel Lawson on 16th
January drawing attention te the gravity of the staff problems in
London and the South-East. As I explained in that letter, neither
the scope nor the timescale of relocation options can deal with these
difficulties. For example, in the last year, our permanent clerical
vacancies in London have risen by nearly 50%; well over one—-third of
our Administrative Assistant posts in London are vacant, with no

The Rt Hon Malcolm Rifkind QC MP
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prospect of filling them in the foreseeable future. But I am afraid

it is a delusion to believe that relocation will provide an immediate
solution to this immediate problem.

1 am copying this letter to the Prime Minister and to other
members of MISC 66 and to Sir Robin Butler.

George Younger

COVERING CONFIDENTIAL
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1988 SURVEY: DEPARTMENTAL RELOCATION REVIEW

{RELOCATION OF POSTS FROM

DEPARTMENT

Ministry of Defence
Customs and Excise
Inland Revenue

DSE

Home Offzce

FCO

MAFF

Land Registr

DT1

OPCE

Employment Group
DES
peparcment of
IBAP

HM Treasury

e
ranspols

{incl

v Commission

Pl —x

Fooonlicitors ol

* jpdicates review DIQcess entirely or predominantly at Stage l.

LONDON AND THE SOUTH EAST)

POSTS UNDER REVIEW

65,100
5.700%
3,B00*
3,500
3,400
2,600"
2,500"
2,200
1,400
1.400*
1,300
1,230
1,100
300
00
300
200
150
100
100
a0

37,770
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PRIME MINISTER

CIVIL SERVICE PAY: EXECUTIVE AND CLERICAL GRADES

Since my minute of 24 January, my officlals have had further
discussions with both the Natiomal Union of Civil and Public
Servants (NUCPS) and the Civil and Public Services Association
(CPSA}, and with the Principal and Establishment Officers of the

major departments.

They have now reached a provisional agreement with the NUCPS along

the lines set out in my minute, which, after some final tidying up

of the text, will be put to their national executive committee on
10 February. It will remain conditional until then.

The related talks with the CPSA about a similar agreement covering
clerical, secretarial and related staff are alsoc close to a
concluslon and, once the agreement with the NUCPS is finally in
the bag, my officials plan to press ahead to finalise the CPSA
agreement. The form of this agreement is similar to that with the
NUCPS, including the same geographical and other flexibilities,
performance pay and the longer-term pay determination system.

The pattern of payments will also be similar, with 4% or the

equivalent on 1 April, a differential payment for staff in London

and further ba?ments on 1 October averaging close to 4%. The
range of increase on 1 October will, however, be rather wider than
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for the NUCPS because, as part of the CPSA settlement, we will be
making a modest lengthening of the pay scales.

Excluding London, the cost of 1989-90 excluding London would be
E%;, with a carry-over to the second year of just under 2% - the
gama as for the HUCPS.

I am sending copies of this minute to colleagues on MISC(66) and
to Sir Robin Butler.

31 January 19B3
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THE HON-IHNDUSTRIAL CIVIL SERVICE
FACILITIES AGREEMENT

The Frime Minister was grateful for
the Paymaster General'"s minute of 30 January
and is content for the detailed results
of the exercise to be published 1in answer
to a Written Question in the terms proposed.

I am copying this letter to Clive Norris
(Department of Employment), Martin La Jeuna
(Office of the Minister for the Civil
Service) and Trevor Woolley (Cabinet Office).

Malcoclm Buckler, Esg.;
Paymaster General's Office,
H.M. Treasury.
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THE NON-INDUSTRIAL CIVIL SERVICE FACILITIES AGREEMENT

I have not yet reperted to you the outcomesof our TeEview of Facility
time provided under the terms of the 1982 National Facilities
Agreement for the Yyear 1987-HE.

As in the previous year the review was conducted on the basis of
an actual ovtturn, rather than as an estimate, as had been the
case formerly. The information iz therefcre more accurate and
reliable. I am pleased to report that the downward trend has
continued and that the objective of a cost for facility time of
ne more than 0.2 per cent of the Civil Serviece non-industrial pay
bill has now been achieved. The cost for the opreceding year was

|

0.21 per cent. The detailed results of this exercise are shown

in~ the two tables attached which, pif" " you are content; Wikl hbe
published in answer to a Written Questicon.

During the financial year 1987-88, @& total of 1,080 manpyesazsef
facilityatipeowas @sed by all non-industrial lay union officials

a reduction of 75 man vyears - gabtpapcostooEf EIIN0BMy a saving in
real terms of £0.47m.

My officials will continue to monitor the performance of departments
with the objective of maintaining the downward trend, and I will
report to you further when the result of the 1988-89 exercise is
known .

I am sending copies of this minute to Norman Fowler, Hichard Luce

and to Sir Robin Butler.

P&,

PETER BROOEE




TREASURY

Te ask Mr Chancellor of the Exchequer, if he will give the latest
gastimates of the numbers of elected representatives of Civil Serviee
trade unions in each of the main Government departments and of

the cost of providing paid time off.

DRAFT REPLY

MR FETER BROORE

The details for 19%87-88 are shown in the follewing tables. Compared

with the position as at 31 March 1987, the total amount of paid

off for union business shows a reduction of 75 man years
(6.7 per cent), with a consegquential saving (in real terms) of
ED.47 million. This refleckts, for the =sixth successive year, the
tighter control and accountability measures introduced by the revised

Naticonal Facilities Agreement 1n 1982,
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CIVIL SERVICE MOM-IMDUSTRIAL ELECTED UMION REFRESENTATIVES
ESTINATES OF MURHERS WITH PAID TIRE OFF FOR TNMOUSTRIAL MELATIONS DUTIES B TRADE UNIOM ACTIVITIES (AS AT 31 MARCH 1988)

TABLE 1 3% B LESS 0-10% 17-201 27-307 37-40I &1-30X 31-60% &1-T0X 71-BOL 81-90% 91-99%1 100E  TOTAL

DEFARTMENTS
MIN OF AGRICULTURE. FISHERIES & FOJO
CUSTOME AND EXCISE
HINISTHY OF DLFERLE
DEPARTHENT OF EMPLOYHENT GEDUD
DEPT OF ERNVIRONMENT FTRAHSFORT ExcPSA

FOREIGHN & COMMONMEALTH DFFICE Inc
OVERSERE DEVELOFRENT ADMIMISTHRATION

DEFT OF HEALTN ANMD S0OLCIAL SECURITY
HORAL QrFice Enc PRESON DEPARIRENT
DEFARTHENT OF TRADE AKD THOUSTRY
INLAND REVENUE

LORD CHANCELLDR'S DEFARTHENT
DEPARTHENT FOR HATIOMAL EBAVINGE
FSA = INCLUDING CROWM SuUFFLIERS

SCOTTIEH DFFICE Imc SCOTTISH PRISONS,
SC0OT REC QFFICE. B GEN REG (SCOT}

DTHER EOVERNMENT DEFARTHENTE




55,1 4rdy/ch-10a.9.1
TABLE 2: COSTS OF NON TNDUSTRIAL UHION ELECTED REPRESENTATIVES

Coagt 1n
Total Nusher Salariey
Oepartment expressed as wages and Cosle as Toral misber af
whala ©ime direct benefit percentage mon=imndustrial
equivalent (f milliam) of wage bill staff at 1{ March T9EH

finicery of Agriculiure,

Fisher1es and Food

Eusfoms and Excise

sinistry of Defence

Pepartement of Eaploymeent Groud

Cepariment of Environment/
Transport [(exc PSA)

Foreign & Commonwealth DTf1ice
{ine Overseas Deével Admin)

TENI1ES

Bome OFflce (ineluding
Prison Oepartsent)

Deportment of Trade and Industry

Inland Asvenus

Ltord thancellor s Departsent

Departement for Natienal Savings

PEA (Tncluding Crown Suppliers)

Ecottinh Office (including
General Register Office Scotlondg,
Scottish Record Office and
Ecottich Prizon Service)

Other Governaenl Depariments




MANAGEMENT IHN CONFIDENCE

PRIME MINISTER

CIVIL SERVICE PAY: ELECUTIVE GRADES

Sir Robin Butlar has suggested a meeting of MISC 66 to discuss

L

the pay agreement which 1s emerging with the National Union of

Civil and Public Servants. He feels that the employing

departments should have an oppertunity to discuss the way in

which the flexibilities available under the né;_éav

E———

arrangements are used to solve their recruitment problems.

— —_—

The Chancellor is against such a meeting:
- —
He does not think these agreements can be
negotliated by a committea — in any case the
negotiation for this year is almost completa.
He has agreed to hold a discussion with the
Secretary of State for Defence to 9o over MOD's

particular problems. Mr Younger is no longer

]

praessing at presenk for the mesating he sought in

his minute of 16 Jaguary.

Bir Robin nevertheless feasls that it is right in principle for

a meeting of this kind to take place and that it can be done
withodt making the Treasury's task impossiblea.

KV

Andrew Turnbull
26 January 1989

MANAGEMENT IN CONFIDENCE
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The Rt Hon George Younger MP
Secretary of State for Defence

Ministry of Defence
[LAYNDON

SW1A ZHB 2l January 1589

Deor Qroma,

1988-89 PAY 1 .

B wirs &7
I hHW" following with interest wour rmocent exchange of
COTres dence with Nigel Lawson about civil service pay.

| confess | am a little surprised that you do not make more of the
relocation option. | appreciate of course that you do already have
substantial relocation plans, as you pointed owt in your letter of
14 November. But against the background set oul in  your
correspondence [ wonder if there is not scope for an even greater effort.
The benefits of relocation in terms of public expenditure, the national and
local cconomies and the carcer satisfaction of staff, have been amply
demonstrated in the study of the ODA dispersal to East Kilbride,
published by my Department last year. In face of that evidence, any
"hard-headed management view of market realities" - to quote your letter
of 16 January - must I supgest include relocation as a top optiom. Such
a view did, | know, strongly influence the D55 in tlaking their recent
decision to move over 1,000 posis out of London. And wour own
Department's experience in this field - including the move already
pecomplished to Glasgow - has, | am sure, provided ample evidence of the
benefits relocation can bring.

| hope therefore that you will feel able to consider relocation as a serious
and wiable solution to your current difficulties and that you can see your
way to extending wvour current plans il at all possible.

| am copying this letter to the Prime Minister and (o other members of

MISC 66 and to Sir Robin Butler.

MALCOLM RIFKIND

HMPO25ME. 018
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10 DOWNING STREET
LONDON SW1A 2AA

From the Principal Privale Secretary 25 Januvary 1989

Do Mox,

CIVIL SERVICE PAY: EXECOTIVE GRADES

The Prime Minister has seen the Chancellor's
minute of Z4 January. She welcomes the
establishment of a further flexible pay
agreement, particularly for a pay group
ag large as the NUCPS. GShe has also noted
the likely outcome of the first year's pay
settlement under the agreesment.

[ am sending copies of this letter

o Private Secretaries to memhars of MISC
and o 51irF Hobin Butlar,

{ANDREW TURNBULL)

Alex Allan, Esg..
HM Treasury.

CONFIDENTIAL - MANAGEMENT IN CONFIDENCE
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Ref. ADB9/220

ME TURNEULL

Civil Service Pay: Executive @Grades Yy, f

1

The Chancellor of the Excheguer has clrculated a minukte to

MISC 66 about the agreement which the Treasury is on the point
of reaching with the Wational Union of Civil and Public
Servants. He also refers to the possibility of increasing the
maximum local pay additions which can be made to other grades to
deal with the problems of recruitment and retention in London
and the South East.

Z. This would be a good opportunity to give the main employing
Ministers on MISC 66 the opportunity to discusas the guestion of
Ciwil Service pay generally. ThHe Secratary of State For
pafénce, in a latter copied to the Prime Ministar, has

explicitly asked for such a meeting. There has also been

pressucre from other Departmants for Ministers to have a chance
to discuss this.

L 3 I ‘have no reason to think that the Ministers concerned will
be gdigsatisfied with the approach which the Treasury are taking,
indeaad the figures proposed for the NUCPS agreement appear very
generous, But now that we are in a system in which pay is
determined by what is necessary for recruitment andiEEzentiun,
and-cecruitment and retention are delegated bo Departments, 1t
scems wise to give the Ministers concerned a chance to say their
piege-so that they cannot afterwards claim that they had no say

in these matters.

CONFIDENTIAL
MAHNAGEMENT IN CONFIDENCE

FRBASE
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i. The Chancellor of the Exchequer is not enthusiastiec about
having a meeting, although Sir Peter Middleton is conveying to
him my suggestion that it would be a good moment to hold one.

I gather that there is a slot in the Prime Minister's diary on

L o | . . "
Eﬁﬂﬂaf afternoon when such a meeting might be arranged and

I hopa that the Prime Minister would agree that such a meeting

might be held.

Re.5
ROBIN BUTLER

25 January 1989

2
CONFIDENTIAL
MARAGEMERT IN CONFIDERCE
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CIVIL SERVICE PAY: EXECUTIVE GRADES

We ara on the point of reaching a provisional agreement with the
Mational Union of Civil and Public Servants (NUCPS) about & new
pay determination system covering the 122,000 staff in the
axecutive and support grades. This will be the fourth such
flexible pay agreement. It follows those already reached with the
Institution of Professional Civil Servants, the Inland Revenue

Staff Federation, and the unions representing Grades 5 to 7.

The form of the agreement follows that of its predecessors. It
includes a substantial element of parformance pay and provides for
flexibilities, including geographical flexibilities, which will
enable us to target pay salectively to where the problems are; it
should thus facilitate the development of more appropriate pay

arrangements within agencies and elsewhere. It also includes the
longer-term pay determination system based on the Megaw approach
which we endorsed In principle in 1982. Signing up to it will
require the NUCPS to reverse a fair number of conference

decisions.

As part of the agreement we will begin operating the flexibilities
with a substantial differential increase of up to §£740 for
axecutive staff in London, depending on grade. OQur strategy is to
channel additional funds to help meet the London problem through

the flexible pay agreements, using the local pay additions
introduced last year to top up more selectivaly. I am
considering the possibility of increasing the maximum payment

which can be made on an LPA.
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Apart from the special payment for London, the agreament provides
for an increase of 4% from 1 April and a further increase for the
executive grades from 1 October this year which 1is not guite
—— el
finalised but is likely also to be 4% or a little balow. The cost
in 1989-90 excluding London would be just below 6%. This is the
number we would focus on presentationally. There would also be a
further increase carried over into the second year of just under

2%, W ey aud o e Py @ b BT bog

e —

This is broadly in line with the pay increase associated with
previous flexible pay agreements. In return we get a better
structured and more flexible pay system, better arrangements for
rewarding good performers and commitment by the union to the
principles of selectivity and geographical pay.

The final details are still being settled and the agreement has
yaet to be put to the union's executive committee. I will mnot
endorse it wuntil it has, and it must remain confidential in the
meantime. The union will then put it to their members for
ratification.

My officials have also been talking to the Civil and Public
Services Association (CPS5A) about a similar agreement covering the

clarical, sacretarial and related staff. These talks too are very
close to reaching a conclusion and I expect to be minuting Yyou
about them shortly. If we were to reach agreement with the CPSA
ag well as the NICPS we would have concluded long term flexible
pay agreements covering wvirtually all the non-industrial civil

sarvice.

I am sending copies of this minute to mambers of MISCEE and to
Sir Robin Butler.

R ﬁ;ﬂ;es

PP N.L.
_I'n.”ﬁmf IyJ He Chaucellns ad r.'r«.d i big abigce j
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CIVIL SERVICE PAY P

I am grateful for your letter of 30th December in reply to mine
of 14th November about Civil Service pay.

I have to say, thnﬁgh. that your letter does not seem to me to
take adequately on beard the gravity of the staff problems
Departments face in London and the South-East, These problems go far
beyond mere administrative inconvenience. 1If they are allowed to
continue, the practical penalties we are already paying in the
running of cur business will become increasingly severe and
increasingly dangerous. GSome useful palliative things have been
done, as you note; but I see no evidence, and frankly no significant
probability, that they amount to enough to bring us back inte
contention in the labour markets where we have to work, aspecially
given the demographic trough which is nearly upon us. We must indeed
pursue relocation options; but neither the scope nor the timescale of
these can remove the fact of an immediate and major difficulty
besetting our work.

I fully recognise that we cannot simply react with the sweeping

emergency action which any private firm would take in such a
situation; we have to weigh wider repercussions, notably on our

The Rt Hon Nigel Lawson MP

CONFIDENTIAL
1




anti-inflation strategy. But we ought at the very least to be clear

and candid with ourselves about the trade-offs we are making, and

their implications. I strongly urge that the options you develop for
the handling of the forthcoming Civil Service pay round should
reflect the case for an offer sharply related to a hard-headed
management view of market realities (including their wide difference
across the country); and that there should be opportunity for some
collective discussion before the Government’s course is set.

I am copying this letter to the Prime Minister, to other members
of MISC 66, and to Sir Robin Butler.

=
George Younger

CONFIDENTIAL
2
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Rt Hon George Younger MP
Secretary of State for Defence

Ministry of Defence iji 2 b | e
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Whitehall
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198B-89 PAY ﬁinf

I am sorry not to have replied before to your lettar of li-
Rovember. .

I am glad to have your endorsement of the general thruat of our
policy on civil service pay, and your welcome for the recent IPCS
settlement. Clearly, we need to be able to respond to market
pressures with a £flexible pay policy, designed to reward
performance and scarce skills, and to vary pay according to the
needs of recruitment and retention and motivation, without
resorting to unacceptably expensive across-the-board increases.

It 4is of course important, as you say. that our message should be
consistent So long as the Armed Forces Pay Review Body maintains
outdated notions of comparability this will be the more difficult;
we will, I am sure, want to malintain the pressure on them to give
primary place to recruitment and retention factors.

I am aware that some departments have difficulty recruiting and
retaining staff in London in particular. As you know, we have
this wvyear increased London Weighting by 14 per cent, introduced
local pay additions, and given a special Londoa rate to IPCS
grades under the recent settlement. We shall continue to keep the
London problem very much in mind. But all departments nead to
addresa relocation possibilities very seriously.




¢

I am copying this letter to the Prime Minister, to other members
of MISC 66 and to Sir Robin Butler.

Tws Sritithn

)
. e
HIGEL LAWSON
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PRIME MINISTER

CIVIL SERVICE PAY

This meating is to prepare the ground bafore the negotiating
season starts and a reconstituted MISC 66 is set up,

Fapers are:

Flag A: Brief by FERB. Para 4 is Important. If

m— o x aaam

Departments simply pay more and their running cost

provision is increased they have no incentive to

ralocate. So pay fleuibilifk'is not the only answer.

el = = = — — S —

Flag B: HNote by Policy Unit.

Flag C: Paper by the Chancellor of the Excheguer.

—

Flag D: MNote by FERE on experience of different

—

Departments. The position is net uniform. DSS have low

e e = ™ ]

vacancies because workload has declined with falling

unamployment — see-giqe 10. But Cuéfams {page &) Defence
(page 7) and Inland Revenua (page 12) have huge

vacancias,

—

ks

ANDREW TITRNBUILL

200 pecembar 1988
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LOMDON SWIA ZAA
From the Principal Privete Seerentry

21 Decembar 1988

CIVIL SERVICE PAY

The Prime Minister held & meeting teday to discuss Civil
Service pay. Pregsent were the Chancellor of the Exchequsar,
Sir Robin Butler and 5ir Peter Middleton.

The Chancellor of the Excheguer said that, although there
had been difficulties 1in some parts of the public sector, the

pay of the Civil Service had been restrained. Some progress
had been made in developing more flexible pay structures. A
number of long term pay agreements had been established., For
the next pay round, the corollary of greater flexibility was a
amaller general increase, though that would not be esasy to
achieve with inflation at its present lavel.

In discussion the need for Elexibillity at different
lavels was identified. There were problems with high flyers
wher2 an ability to offer additional increments might make the
difference between retention and loss, thooagh it was difficult
to deploy such flexibility without creating dissatisfaction
amongst those who had not sought to leave. There were
problems for particular grades, 2.q9. HEOs in Customs and
Excise; for particular specialisms, e.g9. tax inspectorsy or
for particular locations. It was agreed that flexibilities
should be further developed which could cope with all these
gituations. Sir Peter Middleton sald he was hopefal that a
long term pay agresment would socon be agreed with clarical and
executive grades. It was essential whera special and local
pay additions were agreed that this was within tight running
cost limits. IE provision were increased the incentives an
Departments to relocatea would be removed.

Sir Robin Butler accepted that running cost limits should
be held though where relocation was andertaken help should be
given to meet with the once and for all costs. He also urged
the Treasury to resolve cases put to it by DepartmenkEsz as
promptly as possible,




CONFIDENTIAL
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Discussion then turned te the problem of housing costs in
London and the South EBast. It was recognised that there was a
balance to be struck. Full compensation for higher housing
roastes would simply fuel house prices in the Bouth Eastb: but
insufficient compensation in the face of competition from
other employers would mean severa staff shortages for the
Civil Service. The Chancellor felt that the Government's main
response should be through pay whether in the form of London
Weighting or local pay additions.

Sir Robin Butler suggested a shared eguity scheme by
which the ecivil servant took out a full mortgage from a
building society and the Government met part of the interest
and capital repayments in return for a proportionate share in
the eguity of the house. It was agreed to investigate shared
egquity schemes further though it should not be the Government
which took the eguity share. Onpne possibility would bes to
encourage the formation of housing associations to perform
this role. It was alsc agreed to examine the case for giving
civil servants under the age of eighteen the full London
Weighting. PFinally it was agreed that ways of giving more
help with season tickets should be explored; e.g. by
negotiating a group discount for civil servants with BR,

I am copying this letter to 5ir Robin Butler and
SEir Peter Middleton.

Andrew Turnbull

Alex Allan Esqg
HM Treasury.

CONFIDENTIAL




MANAGEMENT IN CONFIDENCE

Ref. AOBB/3662

FRIME MINISTER

Civil Service Pay and Staffing

Meeting with the Chancellor of the Exchequer

on Wednesday 21 December

You may like this brief for the meeting with the Chancellor

af the BExcheguer and S5ir Peter Middlaton.

2. As shown by the Figures attached to the minute of
19 pecamber which I sent to you and the Chancellor, there are
worrying shortages in some grades in London and the South East.

Bat they are palchy.

c 9 As the Chancellor's minute says, this does not saggest the

nead for a large across the boaard increase: rather, it points to

e

a moderate h;;ic increagse with enhanced flexibility for

Departments in meeting local shortages.

4. But it should not be made too easy for Departments

to racruit bg_ﬂgxiﬂg_ﬂﬂ:ﬂ_in_Lﬂnﬁﬂn and the Sogth East.

Pregsure must be maintained on them to pursue relocation

geriously., We also need to ansure that they are forced to

develop non-pay ways of solving their problems - ag through
improved methods of recruitment (including "compacts® with local

schools to take on school leavers who achieve an adequate
standard); part-time working; job sharing; and other measures
which make it possible for married women to work in the Civil

Bervice.

5. This points towards two conclusions. PFilrst, while giving
Departments greater flexibility, the Treasury should insist on
1

MANAGEMENT IN CONFIDENCE
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tight running costs limits within which Departments must work
(although 1 hope that they would make relaxations to help with
the once for all costs of relocating work outside Londeon and the

gouth Bast). Second, where Departments seck the Treasury's
parmission to go further with special pay additions beyvond what
their delegated powers allow, they shouid be reguirad to show
what measures thay have taken to meet their recruiting problems

by the non-pay methods mentioned above.

6. The Chanceller is likely te say that he is already
concarned that some of the pay_flexihilities introduced to meet

particular shortages - eg for lawyers - are making the general
administrators disq:un@épd. This is a point to watch, but it is

inherent in the approach we are taking that there ghould be
discriminatory measures to meet special problems, and managers

need to be robust in defending these to their staff,

7. 1 suggest that there are two specific measures which might
he looked at further:

i, a further look might be taken at ways of helping with
hEEEE purchase in the South Bast; [or example through
EQEEEE“EgEiLE_ngnquE by which the eivil ssrvant takes out
the full mortgage from a building society (so that it

iy

does not count as public borrowing) and the Government
meats part of the interest and capital repayments in return

I =" - = L

for a proportionate share in the equity of the house.

M ==

ii. Ending the discrimination shown in paragraph 16(i) of
the paper attached to the Chancellor's minute, by which
recruits under 18 get lower rates of London Welghting than

—:

those over lB.

2
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B. ¥You may like to conclude the meating by encouraging the
Treasury to continue their discussions with Departments
(paragraph 20 of the paper attached to the Chancellor's minute)
with a view to developing an approach targetted on theae
problems in London and the South Bast. You might suggest that,

when a package is ready there should be a meeting of \MISC 66 for

ke Ministers in charge of the main employing Departments to

andorse the package and for you to push the message that
pepartments must explgre the full use of relocationrapnd other

non-pay measures to solve their problems,
e ———

-3

ROBIN BUTLER

20 December 1388

3
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PRIME MIMISTER 200 DECEMEER 1988

CIVIL SERVICE PAY

You are discussing this with the Chancellor of the
Exchequer, Peter Middleton and Robin Butler tomorrow.

t is helpful to consider civil service pay in relation to
three groupsi-

high=fliers in Whitehall;
——

skilled people who perform key functions outside
Whitehall eg. tax lnqpecturar =

clerical and secretarial statf.

A number of high-fliers are bound to be lured away by large

City salaries. But many will remain because they find work

in Whitehall interesting and varied. It would be very

difficult to offer individual civil servants the large
increases that would be needed to match city salaries.
Provided the pay system continues to be regarded as broadly
reasonable by those who remain, there is no need to take

spacial any action as far as this group is concerned.

The notes sent by the Chancellor and Rabin Butler fightly
concentrate on tha secﬂnd and third groups mentioned above.

e ——— e —— e s o

It is here that the risk of huemurrhaqﬂ is greatest, and
could do most damage to Government functions.

e = il

A key feature is that the problem is patchy across
departments and graﬂes, The only safe generalisation is
that recruitment and retention is generally more di[[icult

in London and the South East. Beyond that, the experience

.
-

of departments varies.

1
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This patchy picture underlines the need for the maximum

possible flexibility on pay - as between departments,
E

locations and grades. The Chancellor's note is probably
ovar-optimistic in suggesting that the preseant degrea of
FlExihility which has been agreed with the unions will be

sufficient to deal with recruitment and retention problems.
It may be necessary to have more differentiation than the
anions would find comfortable.

The gap between civil servants salaries in the South East
and the rest of the country will almost certainly need to
widen guite a lot more — unless we get much greater
uniformity of house prices across the country. Since it

will be expensive to pay staff in the South East
substantially more than staff elsewhere, it is right that
departments should be urged to locate as much of their work
a3 possible away fgqg_;hq_sﬂuth Bast.

CONCLUSION

The rapid increase in pay in the private sector is causing

P

problems for the ecivil service as for other public service

——

employers, particularly in the South Bast. The right

—

response is to work for

= HauimumﬁflexiQ{{gEy in pay arrangements, so that
substantial additions can be given to those
gstaff most at risk of leaving because of location, grade
or skill. The Chanceller could be asked Lo say how he
thinks greater flexibility can be securad.

- Maximum relocation of civil service offices ocutside the
South East (even though this will incur substantial

gshort-term costs).

o
i
o
A A %
e —~ ll"lj-\.,,in-._-'"i
y — % f -
L S

CAROLYN SINCLAIR
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*‘F SHORTAGES IN LONDON AND THE S0OUTH EAST

Yacancies

1. #Anmex A contalns tables showing current vacancies as a
percentage of complement for ¥ major departments in London,; the
South East and elsewhere.

pr The picture is far from uniform. There are wide variations
between departments, locaticons and grades. In several departmants
special factors are contributing to an abnormal wvacancy position.
These are explained below.

3. The Ffigures clearly show that, with the possible exception of
the Secretarial grades, staffing problems are confined to London
and the Saoukh East. The highest vacancy rates are 1in predictable
areas:

Secretarial grades: MOD ﬂlﬁﬂ London jand SE}
L=

DHES (10% ?% London!
Cabinet Office (14% SE, 7% London}

MOD (2&% London, 1T% SE)
DOE/DTp (13% London)
Customs (1&% London)

DOE/DTp (21% Londonl
MOD (14% London, T% SE}
Customs {(10% Londan)

ED: moOD (13% BE)

4. Certain departments have particular problems in other grades,
for exzample, the Cabinet Office at ﬁgﬂ and grade 5 and Customs and
Excisa at . Comsistently the highest wacancy rates are to be
+ound in MOD {whose figures, unlike some others, do not include
vacancies covered by temporary promotion) but the position in
Customs and Excise and DOEsDTp (especially the wery high number of
temporary promotions in the latter) i1s also cause for Cconcern,.

Wastage

E. MVMacancy rates do not give the whole picture, In most
departments, long term overall wastage rates are a greater
problem. Annex B gives Treasury figures for nationmal resignation
rates by grade. In 1987 these averaged around 12.5% at Af,; 7.5% at
a0. By contrast, DTI‘= average wastage rates in London sre
currently 27% at AA and 19% at AQD.

&. Certain locations im Londen and the SBouth East have
particularly acute problems as Department of Employment figures
for A0 wastage illustrate:

- Emplayment Bervice {(London & 5. East) 25%

= 'Health and Safety Executive iLondonl 40%

- "BEills Training Agency f(Londom & &. East) &7%




- Employment Service {(Woking) ki
= Training Agency {(HWoking! 118%
7. High wastage rates do not necessarily mean departmants are
carrying large numbers of wvacancie@s. Evern if they are managing to
replace staff, however, the cost to departments is high i1n terms
ofs
imereased recruitment COSLE;
increased training costs;
disruption to work outputj
fewer staff fit for promotion.
8. There are no figures at Annex A for the Scottish Office, which
has vacancy problems only in & few professional areas. Wastage is
increasing among clerical staff, howevar, and has reached 13% per
annum at AA level. Increased recruitment and retention

difficulties are expected in the future.

Cepartments

§. There are special factors affecting the vacancy position in a
numbar of departments which are reflected in Ehe figures at Anneu
A.

Employment

10, Vacancy rates in the Department of Employment are generally

heing kept down by continuous recruitment schemes, assisted by a
contraction in workload, and numbers, in the Employment Service.
Thi= masks very high wastage rates in certain locations as shown
abowve.,

Health and Social Security

11. Because of falling workloads, computerisation and relocation
policies, DSES have full compl @ments and Bven surpluses 1IN SOME
grades. Recruitment is necessary only Iin somae of the most hard
pressed London offices and, even there, often only on a limited
period appointment basis.

inland Revenus

127. Following two reviews of work at clerical lewvel, Inlandg
Revenue are currently undergoing & major regrading exercise. A= a
result their figures at Annex A shew large shortfalls and
surpluses in certain grades and do not reflect the uvunderlying long
term position.

113. Inland Revenue are also experiencing severe shortfalls among
Yax Inspectors (where gaps are being covered by staff who are not
fully trained) and in the Valuation Office (where vacancy levels
are as high as 20-30% in senior grades}). Details are at Annau A

L




Remedies
19. Departments have adopted a wvariety of different measures to
help sase problems of recruitment and retention and are genarally

making full use of such flexibility as i=s allowed them by the
Treasury. Measures i1nclude:

local and special pay additionsg

special recrulitment schemes;

assistance with relocation and removal expenses)
lowering recruitment standards;

lowering promotion standards;

increased temporary promotionsj

increased part time working;

retention of staff over retirement age;

use of agency and casual staff;

Departments argue that such measures; whilst openeficial; hawve had
grly limited effectiveness, partly because of the reguiremsnt to
contain expenditure within existing running costs. They are also
concerned that some measures designed to ease short term
difficulties are bullding up problems for the future.

I7. There is particular concern about the sxtensive use of
temporary promotions, agency and casual staf+ and about the
incrgasing numbers of promotees and neW recruits who obtain only
the minimum acceptable board mark. DOE/JDTp estimate that esach
agency emplovee costs an additional 15% 1n staff costs plus 2.5%

in administrative support. MOD recently paid £450 per week for a
.

Conclusion

1B, Rlthough departments. are convinced that the only long term
arigswer to their problems is pay, the figures do not support a case
far acrpese the board solutions. In some departments the situation
is in fact improving:

a) Declining workloads in DEE and DE, and regrading in Inland
Revenue, have resulted in surpluses in some grades and a halt to
recrultment of permanent staf+.

b} DTI report that the outlook has improved over the past 9
months, except at ED. Much of their shortfall is in the result of
the creation of && newWw posts in London during the past year.




el The Home OFfice have filled their clerical wacancies in London
and the situation in Crovydon l(included in the London figures at
Anrex A} has improved considerably, except for EDQ. Here again the
shortfall 1s due more to increased workload, and complement, than
to a deterioration in recruitment or retention.

19. Monetheless, it is clear that there are real and continuing
problems in certain departments, notably MOD, Customs and Excise
ang DNESDTp.

- In Customs and Excise, whilst the
sroblem on the Customs side remains small (because of the
pppoartunity to sarn overtime and obher payments] there are serilous
difficulties in local VAT offices in London and the South East.

20. Underlvying wastage rates also remain high in many departments,
which are concerned about the long term effects of the current
situation, although the Treasury would no doubt argue that wastage
is much higher in the private sector, and that temporary
appointments are a more cost effective method of covering workload
peaks than the recruitment and shedding of permanent staf+.

?1. The avidence suggests that these continuing problems of staff
shortage would best be addressed by a further extension of current
flexibilities to meet problems in specific grades and locations,
through meaans such as local pay additions, relocation aggistance
and short service contracts with terminal bonuses.
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DEPARTMENT
LONDON
Grade

!
SEQ
HED
EO

CABINET OFFICE

Yacancies

6.5
5.5
+ 3.
4.
ln‘
+ 2
8
1

n

3

1

4
* 1
0.5
4.5
0
3

Percentage of Complement




DEPARTMENT CUSTOMS AND EXCISE

Vacancies™ Percentage of Complement’ -

2

2.5
8.4

3

9.8
16

1

Typist
ELSEWHERE -

7
SED
HED
EO

- " =

Typist

e s R N =N =]

Motes

London: HQ London, London Morth and West, London City and South,
London Port.

South East: HQ London and London Collections plus HY) Southend,
Reading and Morthampton.

Elsewhere: All other collections including London Airport.

Figures include vacancies being filled by temporary promotion.
Significant numbers of the HEQ vacancies are being filled in this way.




DEPARTMENT  MINISTRY OF DEFENCE

LOHDON "
Grade Yacancies Percentage of Complement

7 0 0
348 9.1

61 6.4

62 4.5

1"-3

25.8

83 15.4

12 10.4

-
[ L] L ] 1 ] L]

N TR sl B TR
00 = UM M2 L On WD

et

Typist

ELSEWHERE
7

SED
HED

1. London Weighting area.

2. The 5 major MOD establishments in South East England. No up to date
figures available for area as a whole until Jamuary 1589,

3. Figures date from June 1937. Updated figures available January 1989.

4. Figures do not include vacancies filled by temporary promotion.

5. In addition, MOD currently have a 208 shortfall in ATs/HEO{D)s.




DEPARTMENT OF EMPLOYMENT “
LONDON® -

Vacancies Percentage of Complement

HED
ED
AD
AA

Sec
!ypiﬁtg

ELSEWHERE

7

SED
HED
ED

AD

AR
Sec
Typist

Notes

1. Covers Employment Service, HSE, Training Agency and Skills Training
Agency,

2. Covers London, Essex, Kent and East Sussex,
3. Covers the rest of Southern England.

4. Figures are average number of vacancies per month, rather than actual
vacancies.




DEPARTMENT OF EMVIROMMENT AND TRANSPORT''
LONDON

Grade Vacancies' Percentage of Complement -

7 11 ; 3 1.9

SED 5 2 6.5
40.5 2.4
£4 |
83.5 7.2
18 36.5)
10 [25)

SOUTH EAST

7 o (0
SEQ 0 EE
0

HED 4

EQ 4 12.5

AQ 33 17.5

AR 2.5 (29)

Sec % figures included in “Elsewhere"
Typist

ELSEWHERE

7
SED
HED
EQ
AD
RA
Sec

Notes

1. Figures do not include the Property Services Agency or the Driver and
Yehicle Licensing Division.

2. Figures in brackets are additional vacancies, currently filled by
temporary and geographical promotions, casual and agency staff.

3. Figures include grade 7 Accountant posts,




DEPARTMENT HEALTH ARD SOCIAL SECURITY
LONDON

Grade Vacancies Percentage of Complement"

7 0
SED 42.5
HED 3
EO 129
AD 83.3
AA 81

Sec }
Typist

62

SOUTH EAST

Sec }
Typist
ELSEWHERE

SED

Typist
Notes

1.. Overall complements are currently being reduced because of declining
workloads in Social Security offices. Fligures quoted show vacancies as a
percentage of the complement at 1 April 1988 and therefore understate
vacancies as a percentage of current complement, : P

2. Figures include vacancies currently filled by temporary promotion,
casual and agency staff.




DEPARTMENT  HOME OFFICE™

Yacancies Percentage of Complement

0
5

95.5
73.5
11
26
16

=

0
0
0
1
1
!
1
5

Notes/

1. Does not include Prisom Establishments.
2. "Elsewhere” includes South East.

3. Primarily ADP vacancies.




DEPARTHMENT INLAND REVENUE
LONDON

Grade Yacancies Percentage of Complement

7 [
SEQ 7
HED 32
EQ 45
Tax Officer

Higher Grade (E0)

Tax Officer (AD)

AA ;

Secretarial

Others

Higher Grade (EOD)
Tax Officer (AD)
AA

E--I =N Q=N=

Secretarial
Others

e
e
(=N R -]

ELSEWHERE

I

SED

HED

ED

Tax Officer
Higher Grade (ED)
Tax Officer (AD)
AR

Secretarial

Others

+ 4 o
=00 00 e B3 PO RS

Notes

1. Inland Revenue is undergoing significant manpower changes following
implementation of two reviews on the grading of clerical work., The
operation involves shedding 1100 posts at EQ and 250 at AD and adding 1600
at AA.

2. Whilst the downgrading exercise 15 taking place, many posts are being
left vacant om a temporary basis. These vacancies are being covered by
600 casual staff.




DEPARTMENT  INLAND REVENUE
LONDON

Departmental Grades Vacancies Percentage of Complement

Inspector (Grade 7) 100
Inspector (Senior) 10
Inspector (111) 190
Technical Trainee +240
SUB TOTAC 60

Valuer (Grade 7)
Senfor Yaluer
Yaluer

Yaluation Techmician
Yaluation Clerk

SOUTH EAST

Inspector (Grade 7)
Inspactor (Senior)
Inspector (111)
Technical Trainee
SUB TOTALC

Valuer (Grade 7)
Senior Yaluer
Yaluar

Yaluation Technician
Yaluation Clerk

ELSEWHERE

Inspector (Grade 7)
Inspector (Senior)
Inspector (i11)
Technical Trainee
SUB_TOTAL

VYaluer (Grade 7)
Senfor Yaluer

Yaluer

Yaluation Technician
VYaluation Clerk

Notes

1. The shortfall in qualified Tax Inspectors across the Inland Revenue is
being made good by extensive use of Technical Trainees,
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_j‘;nma Civil Service: Non=industrial staflf
; lesignations from selecte

d grades during 1985, 1986 and 1987

s

Mumbers Haipe

Grads 1985

Opan Structura
Grade §
Grade 8
Grads T

Adminlatration Group
Senlor Enmculive Dileer
Highar Eagcullva OIflcar
Exncutive Officer (AN
Emncutlve Ofticer (Direct Entrant)
Adminigiratlve Dilicer?
Adminleirailve fsslziang?

i g e Y
R T

-
i

Soclsl Security Group
Lecsl Dilicer 1
Local Qiticer 2

Inlend Asvanue Grades
Inspacior
Tan Dillesr [Higher Grada)
Tam Oiflenr
Collgctor
Aggintan Colleclor

Eclencs Growp
Senler Scientilic Officer 0
Higher Scientilic Dilicer Bd
Ecteniilic Oificer
Aguimiant Sclantific Oificer 156

Frotsssionsl end Technology Group
Senlor P & T Dificer " BE

Higher P & T Officar 3 1585
P & T Officer* - : 380

Other Grades

Perional Sacratary ) 784 278 238 71
Typlnt? 1651 1.E78 1,483 B
Megzanger i 158 185 169 o
Faparkeepar 41 97 1B 1%
Telaphonin 114 100 110 64
Clennar 350 183 218

Prison VIl [E&W) 4 B B 02
Prisan VIN (ELW] 162 ma 59 1
Palies Conuiable ES 73 77 24
Ingtructionsl Ofticer | (Y2E7) 1z 82 114 ip

- ———— = i

Source: Mande'e

Ll e Bl GRS

R A LT

! Figures lor the Intest yesr sre provisionsl prd-cubisci-todncrsane. as-deparimante submit lals noiilicationy

! Grads 7 wes Intreduced on 1 Jenusry 1086 ;om;:mi,m’r?ﬂ';}" 1088 havs been compiled um apauanbil te L1 Eﬂ*. ik
L] Adminlatrethve Oillesr and Adminlsliative Assiatand wers Inlroduesd on 1 Joanusry 1987 Comparable figures lor TOES & 1CNE
pre shown,

“ P & T Officer was Introduced on 1 Janusry 1588, Incorporating the obsalete PTO Nl grade andd some of the stall in the
ebeclagcent PTO IV grade, Figures Tor 1985 are not avallabls

¥ Tha grades of Typlsl and Speclalivi Typlel were regiruciuied snd combined In Mergh 1988 The ligures lor TOBS heve besn
wdjuniad 1o rallact thie

-
L







DEPARTMENT OF TRADE AND INDUSTRY

Yacancies" Percentage of Complement'

8 13)

12.5 (0)

37.5 (10.5) 1.3)
70.5 0

53 0
1 (18) 6.5)
0

0 (1) 0 igg
0)

Typist

ELSEWHERE?"

7

SEQ
HEQ

ED

AD

AL

Sec
Typist

—
= =

W B
§
R - = = ¥ ]

Rotes

1. Figures in brackets are additional wvacancies currently filled by
temporary promotion or agency staff.

2. The figures for “"elsewhere® include the South East.
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10 DOWNING STREET
LONDON SWILA ZAA

From the Principal Private Secrensry

SIR ROBIN BUTLER

CIVIL SERVANTS: HOUSE PURCHASE

The Prime Minister has seen your minute to

Migel Wicks of 1Z December on the proportion
of after-tax income of a Grade 7 which would
& needed to buy a terraced house in London
in 1979 and today. Having seen the figures,
the Prime Minister commented that this surely

means lncreased London {and South Eagt) allowance.

ANDREW TURNBULL
14 December 1938
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Ref, ADBB/ 3642

PEIME MINISTER

Civil Bervice Pay and Staffing

¥You are due to have a meeting with the Chancellor of the
Exchequer, S8ir Peter Middleton and myself on Wednesday
21 Decembar. The Chancellor of the Exchequer has sent you a
note gbout Civil Service pay.

2. This meeting provides a good opportunity to review the
overall staffing situation in the main departments; to sea where
the main shortages are boeodring and to consider what action is
best directed to dealing with them. A note and some tables
based on infermation provided by the main employing departments
have been provided to me and it would be useful for you and the
Chancellor also to see them. A glance through the figures will
give you the broad picture.

5 [ You will see that the picture colncides substantially with
the Chancellor's mimute and the enclosure to 1t. The problems
are patchy, and they are clearly worse in London and the South

Bagt than elsewhere,

., I am copying this minute to the Chancellor of the Exchequar
and Bir Peter Middleton.

=2 a8

ROBIN BUTLER

1% Decembsr 1988
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10 DOWNING STREET
LONDON SWIA 2AA

From the Principal Private Secretary

51IR ROBIN BUTLER

CIVIL SERVICE PAY

As you will have seen, I have written to the Treasury to ask
them to provide a note which would form the basis for a
discussion between the Prime Minister, the Chancellor and
yourself, of the issues ralsed in your minute of 15 November
and in the Defence Secretary's letter of 14 November.

AS regards wider collective discussion, vou should know *hat
the Prime Minister has commented that she =sees ng need for a
new MISC Committes. She suggests that E(5) Committae,
augmented as necessary, could provide a suitable forum. You
Wwill no doubt wish to consider this possibility, and advise
the Prime Minister appropriately.

NLW

21 Hovember, 1988.
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Rel. AOBB/3413

MR WICKS

Civil Service Pay

M Thank you for your minute of 11 November. | welcome the

discussion with the Prime Minister and Chancellor of the Exchequar

about the difficulty of filling certain Civil Service grades
S £

especially in London.

S — "

Z | sunderstand the Prime Ministerts reluctance to cTeate a
neweMESCSCom i tee® and would be content to reconstitute the

existing MISC 66. The present membership of MISC 66 is very out of
___..-—r.—_. L ! . : % ; ;
date. PFor example, it includes the Secretary of State for Education

and Science, whose Department employs very few civil servants but
p— —
who was put on the Committee when Sir Keith Joseph held that post.

o [f MISC 66 is to be used at all - even for the purpose of

circulating correspondence on Civil Service pay, it needs to

include the main employing Departments - Defence, Social Security,

—

Employment, DT1, Home Office, Environment, Scotland and Northern
e e e — ] —

- i __h‘_
Ireland - as well as those concerned with the more general aspects
——

af pay policy. That is what the new membership attached to my minute

of 15 Novemher was designed to achieve.

e — ME—— e | — T ——

} . The problem about ES (the membership of which 1 attach)
iz: that it does not include the main employing Pepartments who can
give a view on the grades and areas In which problems of recrultment

and retention arise.

5. [ SRS TSR T Ve sanypeinate s earsasiniasmewa] 5C
Corfffefee, roconstirrte Nrstvis v Thethesnenberehiprwhitoh-1

—

supgested previeusly.
o
w4 ip ROBIN BUTLER

g wheelles
{ |"I.-|-|. 1".{:. E.f._i-;-l_{.-l-l—-_‘ :||

24 Movember 1988
CONFIDENTIAL:  MANAGEMENT IN CONFIDENCI
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HIMNISTERIAL STEERING COMMITTEE OH ECONOMIC STRATEGY

{Aachoritcy: ES(BE3) 1)

Compogition

Prime Miniscer
secretary of State for Forelgn and Commonwealth Affairs

chancellor of the Excheguer

Secretary of sScace for Employment
Secretary of State for the Environment
Secretary of Scace for Trade and Industry
Secratary of State for Energy

Terns of REeference

"To keep under review cthe broad development of the Governmenc's
@conomic acrategy, both internal and external,”

SecrTACACLIAL

Sir Fobin Buclar, Cabinet Office
Mr R T J Wilson, Cabinet Dffice
Mr G W Monger, Cabinet Dffice

COMNFIDENTIAL
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10 DOWNING STREET
LONDOX $WIA 2AA

From the Principal Privale Secrelar

SIR ROBIN BUTLER
CIVIL SERVICE PAY

The Prime Minister discussed with yvou rhis
morning your minute of 24 November about

the creation of a new MISC Committee which
would re-constitute MISC 66 with the member-
ship suggested in your minute. The Prime
Minister agrees that MISC 66 should be re-
constituted as you suggest in your minute.

This would provide the format for any discussion
of the difficulties of filling certain Civil
Service grades, especially in London, following
the Prime Minister's discussion with the )
Chancellor of the Exchegquer and yourself.

[H: L. WICES)
25 November 1988
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W o st
'ﬂﬁ?. -1:_u€ti'l

f...,...,{:] VT o WP
Ref, ADSB/3580 _ltolcel haosla,

-.-l-"-—-
MR WICKS (w foutl\ erk) e

TL;u.tff kg Bt uéfi'“-*ﬁ # g I

Civil Servants: House Purchase

I mﬂntiDFed to the Prime Minister on Friday some calculations
! Jpad : = .
which I have/done on the proportion of the after-tax income of a

Grade 7 (eg Mr Morris) which would be needed to buy a terraced
house in London in 1979 and today. The Prime Minister may be

interested to see the figures®.
The steps in the calculations are as follows:=-

s A terraced house which cost 16,000 in 19378-70,

would cost [89,000 today (source: Nationwide Anglia
—————

Building Societv).

11 The salary of a Grade 7 at the bottom of the scale
with London Weighting ?;;?-;? tax, superannuation and
national insurance) was §43Z per month in July 1879 and
£1,028 per month in July 1988.

T ——

iii., [f the person concerned had no capital and borrowed
[ I3 - - -___-
the whole purchase price on a 25 yvear repavment mortgage,
the monthly pavment of interest and capital in the first
year, after tax relief, would have been £115 in 1979 and
g |—
would he §£916 today (assuming mortgage interest rate of

11.75% in 1979 and 12.75% today).
= =

*The figures give am accurate broad picture but if the precise
numbers were to be used publicly they would need to be checked by

experts in the Treasury and Inland Revenue.

MANAGEMENT IN CONFIDENCE
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iv. §115 represented 26.6% of after tax monthly salary

in 1979: 19716 represents B9% of after tax monthly salary
today. E

5. This is, of course, the result of a combination of factors

in house prices, the £30,000 cut-off for mortgage
interest rate. Hut

the increase
interest, the (slight) increase in mortgage
it uxplulnf the pressure For htgher galaries among Young people
trying to buy their first house in London and the South East and
the value to them of help from their employers with mortgages.

A similar calculation could also be done for the cost of running

8 CHT .

fer B
ROBIN BUTLER

11 December 1588
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CIVIL SERVICE PAY 7 0y SEAD
T-iz

I attach a note on Civil Service pay, and on recruitment and
ratention in London. You reguested this in Nigel Wick's letter of
21 Novembar.

PRIME MINISTER

The keystone of our policy as an employer is flexibility. We need
it Rl v
to be able to respond to market pressures by making appropriate

paymentg for performance and for scarce skills, in the areas where
we need them. We need also to urge the advantages of flexibility
on the review bodies (including the Armed Forces Review Eudf? and
LIE relation to other public sector employees, including firemen,

teachers and the police. We shall only be open to accusations of
inconsistency, as George Younger suggested, if we continue to
maintain ountdated notions of comparability for particular
categories of public servants.

For Civil Service pay, the recent IPCS settlement shows that we
can use long term flexible pay agreements to achieve the results

we need - responding to difficulties of recruitment and retention
wiEE;;; resorting to unacceptably exzpensive across-the-board
increases. Thie is the way we must go - if possible in agreement
with the Civil Service unions if we can get it on our terms, but

if necessary without such agreement.

I recognise that some departments do have difficulties in
retaining staff, especially in London and the Scuth East. We have
introduced local pay additions this year, and are looking at the

-




future of such additions and of London Weighting in the context of
possible agreements on long term pay covering the executive,
clerical and secretarial grades. The TSRB is, I understand,
for q?ade = Ff £E2,000.

— -—
=

likely to recommend a London allowance

There is of course a limit to what we can afford by way of Ciwvil
Service pay increases, however well targeted. Departments must be
clear about their priorities withing thelir rumning cost limits,
and make realistic assumptions about pay increases when deciding
how to budget within those limits. All departments must also
address the question of relocation outside London and the

Suuth_Eggl_xﬂzy—iaﬁiquﬁly-

I am copying this minute to Sir Robin Butler.

o
o

-
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CIVIL SERVICE PAY: MNOTE BY TREASURY OFFICIALS

Civil service pay is based on the need to recruit, retain and
l-___- L S—
motivate sufficient staff of adeguate calibre, within what can be
. o - &
afforded. It is not directly related to the salaries paid by
other employers, or to the cost of living, but both are of course

indirectly relevant as they can affect recrulitment and retention.

2. FRecruitment and retention difficulties are not always due to
pay . They can reflect non-pay benefits offered by competing
employers, and also factors specific to the particular eivil
service establishment - for example, the nature of the work, the
promotion prospects, the state of management, the exact location
of the office. Thus the existence of a recruitment or retention
problem does not necessarily point to a pay dincrease - and
cartainly not an across-the-board cone.

THE EVIDENCE
3. Data on non-industrial civil service resignations show that

the rate is significantlf ‘E ar in London and the South East of
England than in the rest of tha country. hnnex A illustrates the

overall picture. The flguras are, as might be Expeﬂted higher at
the more junior grades, and the contrast between the South East
and elsewhere is most marked for these grades, although it also

appears at more senior levals.

4. The position on recruitment is more difficult to analyse
because recruitment at more junior levels is done by Departments
themselves, while the Civil Service Commission do most recruitment
at and above EO levels. However, there appears to be the same
contrast between London and the South East, and the rest of the

country. As for higher grades, the Civil Service Commission's
annual report for 1988 says:




"A persistent problem, across all our recruitment, has been
to fill vacancies in London and the South East."

—

A broadly similar pattern appears with industrial eraftsmen.

5. These results are not surprising when the evidence on the
regional economy is considered. WNorth/South contrasts in
unemployment rates, average earnings and house prices have all
been increasing in recent years. This obvicusly has an effect on
large organisations like the civil service with a mainly national

pay Etructura.

6. However, this overall picture conceals further variations. An
T ———
inter-departmantal working party on geographical pay, which
reported in February 1987, found wide wvariations between
Departments and towns - and indeed between different offices of
the same Department in the same town. These differences appeared
inside and outside the South East of England. The arsa with the

most serioue problems extended beyond London itself, te include a

South EaEt.znne, with a boundary a little athEEE' the #HEE, with
Extenﬁfﬁﬁaigiung the M3/M4 corridor. This zone contained the most
sericusly affected areas - although the position was patchy even
within it, and there were pockets elsewhere with severe problems.

W Recent ewvidence has broadly confirmed both the definition of
the zone and the variations within it. But there are also signs
of stress outside the South East}; in particular; difficulties are
increasing in parts of East Anglia, especially in Cambridgeshire,
and parts of the South West.

FUTURE TRENDS

B. On the demand side, a key factor is relocation to other parts
e —

of the country. The relative positions of the North and South,
e ——

and the growing sophistication of technolegical links point to
moving much work as possible out of London and the South East. At

e




present there are about 115,000 non-industrial civil servants in

London (about 23 per cent of the service-wide total), and a

———

faxther 80,000 in the rest of the BSouth East (16 per cent).
Decisions about relocation are taken by Departmental Ministers,

taking account of hn;lrﬂiﬂ of the costs and benefits. The

benaefits already include items such as savings in office rent and
London Weighting; if pay in the South East is further increased,

this will add to the advantage of moving. The easier availability

of good guality Jjunior staff is a further important advantage even
i1f less easy to guantify. But although the numberz of civil

pervants needed in and around London should decline as a result of
the relocation policy, the effects will take time to appear. It
will continue to be important to attract and retain sufficient

oz rave

staff of adequate calibre. =

9. On the supply side, the number of school leavers will continue

to decline for some years. This effect i= more marked in the
EHE:EJE;Et than in most other regions, although it should be
offset to some extent by a continuing rise in activity rates,
aspecially among women.

10. The behaviour of other employers is hard to predict.

Polarisatlon of pay between Londop and the Scuth East; and the

| —

rast of the country, is increasingly evident partly due to the
e e T T

concentration of relatively high paid jobs in the South East. For

instance the financial sector is the leader in increasing London

Weighting; figures of £3,000 are not uncommon in this sector, as
comparad with a median of about £1,600. Bome employars are
finding the labour market situation in the South East so difficult
that they are considering relocation. But there is also some
tendency to move to less expensive parte of London and the Scuth

East, rather than right out of the region. The opening of the

———

Channel Tunnel, combined with the European market in 1992, is
likely to further stimulate employment in the South East.




EFFECTS ON THE WORK OF DEPARTMENTS

11. There is mo rule to determine what overall level of turnover
is wasteful. For example, high wastage of cleaners probably
matters little as long as vacancies can be filled; but a much
lower leval for tax inspectors, for example, may be serious
because of the investment in training and the experience needed to
do the job effectively. Even at AD leval, the extent to which
high turnover matters depends on the type of work.

12. HNor are the carrying of vacancies and frequent recruitment
exarcises necessarily insfficient. Complement figures are
unreliable guides to actual needs, and a few vacancies can lead to
greater concentration on the work with highest priority and
greater efficiency. Recruitment exercises are time-consuming and
expensive, but are not wasteful if they attract candidates of the
right calibre at a relatively low salary.

13. Howaver, thearea comes a stage where high leyels of
resignations, problems of recruitment and continuing vacancies
causes real inefficiencies anddggﬁta. Departments consider that
this point has been reached in a number of offices in and arocund
London. They report that the guality of new recruite is often
low, and that there are genuine vacancies which have to be carried
for long periocds, to the detriment of the departments’' functions

and the moral of other civil servants.

14. The high cost o often identified as a particular
cause of resignations. availability of jobs offering not only
higher pay but alsc help with housing costs 1is a cause of
resignations, in particular among people whose s8kills make them
attractive to the {financial sector. The high cost of rented
accommodation, even of very basic quality, makes it very difficult
to attract young people from the less prosperous parts of the
country who would otherwise be willing to come to London to work.
It is also becoming more difficult for management to persuade




staff to move into and out of London. Help with relocation is
available, but does not necessarily reflect the full difference in

house prices. Mobility, which can be important for management

purposes (and to ease the problems in the South East), can be
difficult to achieve.

ACTION

15. Overall, the labour market in the South East is likely to
remain tight. The problems faced by departments in and around
London are severe enough to justify action, including measures on
the pay front. However, the nature and extent of the problem
varies by Department and location. Thesea wvariations will
continue, but not necessarily in the same form as at present. The
action therefore needs to be flexible, able to discriminate
betweean wvarying needs and to respond guickly te changing
circumstances.

16. On the pay front, the following mechanisms are available:-

ey
Londen Weighting. There are three zones. Payments
are the same for all staff up to and including Grade

4, apart from those under 18 who receive a lower rate.
Current

rates are:-

Adults Under 18
Inner London E1750 £1313
Intarmediate London £1000 g 700
Outer London £ 725 E 544

These rates include 1988 increases of about 14% - well

above the percentage increase in other civil service

pay rates.




Local Pay Additions (LPAs), introduced from July this
year, are payments of up to £600 p.a. (E700 for
gecretarial group in Inner London) to groups of staff
with recruitment and retention problems, Unlike
London  Weighting they can vary according to
Department, location, grade and seniority 1o “the
grade. Most payments are to staff in the clerical and
secretarial groups and to EOs within the South East
BEONS . Propogals are made by individual Departments
and approved by the Treasury following local
congultation.

Special Pay Additions can be made to groupe of staff

with particular recruitment and retention problems .

There is no formal upper limit but a vary strong case
has to be made. The SPA applying to secretarial staff
in Inner London has now bean converted to an LPA.
Other S5PAs have mainly been for spacialised groups of
staff, including industrial staff, usually at
particular establishments in the South East of England
ineluding for instance Aldermaston Atomic Weapons
Establishment. Some of these are being subsumed
within basic pay scales as part of the flexible pay
agreements,

Movements under the flexible pay agreements

There are at present three long-term pay agreements
which provide for wvariations in pay according to
location. They cover staff reprasantad by th& —TPCS
EHEF_EEEF. and Grades 5-7. The very recent settlement
following the IPCS IE;EEE*survey gave an extra spine

peint for all staff in London, and the Grades 5-7
agreement is starting to be used to give extra for
particular specialisms in London eg fully trained
Inspectors of Taxes. Possible agreements of a similar
type are baing discussed with NUCPS and the CPSA.




f iy Thers are also non-pay measures; in particular, there is a
relocation package, which includes provision for an on-going
allowance to help with cost of buying a house in a more expensive
area (but not when moving te a cheaper one), and an advance of 6-
months salary. Other measures include detached duty, to assist
people moving location on a temporary basis for managerial
reasons. In general the civil service does not provide its staff
with financial help for housing. But there are arrangements to
give interest-free loans for BEABON ticketa, which are
particularly important in and around London.

18. There are cost conotraints on what morea we can do for London;

without imposing unsustainable pressures on the civil service

paybill and hence on departmental running costs.

19. The recent IPCS settlement will cost owver 6 per cent in a
full year, though part of that cost will be offset against the
August 1989 settlement. The full impact of the 14 per cent
increase in London Weighting from July 1988 will be felt by
departments in 1983-90, and the unions will be locking for a
further increase from April 198%. Local pay additions already
cost some £25 million a vyear. We will have to deal with a
gettlement for Grades 5-7 and for Inland Revenue staff from August
1989 which will be informed by surveys of pay levels outside the
public services sector. In negotiations on flexible pay
agreements, NUCPS and CPSA will have wvery much in mind that
pravious such agreements have given staged increases of up to 7
per cent per annum at a time when the immediste outlock for
inflation was more favourable than now.

RECOMMENDATIONS

20. The Treasury has been discussing these problems with
departments in a working group, which will produce its final
report shortly. While the detail of its recommendations is yet to
be finalised, the main direction of our policy is clear.




4l1. Departments are agreed that a flexible pay policy is needed
to deal with the special problems of London and some parts of the
South East. London Weighting is too inflexible an instrument to

address these problems. A combination of use of the provisions of

flexible pay agreements, and local pay additions, provides a more
targeted approach.

22. Corrently, negotiations are in progress with NUCPS (for
executive grades) and with CPSA [clerical and sacretarial grades)
on flexible pay agreements which would, like the earlier
agreements, incorporate the ability to move posts up and down a
pay espine to mest recrultment and retention difficulties aof a
geographical nature. We hope to conclude negotiatione in time for
the April 1989 settlement. In considering the shape of this
settlement, we shall have the London problem very much in mind.

23. We may also wish to propose certaln changes in the rules on

local pay additions, possibly to increase the ceiling on payments
from the present £600 p.a. and to widen the range of grades to

which payments may be made.

24. It will of course be necessary for departments to absorb
extra coste arising from any of these recommendations within their
running costs plans agreed in the 1988 Survey. The targeted
nature of the proposals should make it easier for them to do so.

HM Treaasury
6 December 1988
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10 DOWNING STREET
LONDON SWIA 2A4
From the Principal Privare Secretary 21 November, 1988.

CIVIL SERVICE PAY

The Prime Minister would like to discuss with the
Chancellor of the Exchegquer some of the isgsuss raised in the
Defence Secretary's letter of 14 November about Civil
SeLvice pay.

The Prime Minister has noted the Defence Secretary's
point about the difficulty of recruiting cartain Civil
Service grades, especially in central Londen. She
understands that the Treasury is considering proposals te
meet this problem, and would like Lo discuss them with the
Chanceller and the Head of the Civil Service before there is
any collective consideration, As a basis Ffor their
discussion, she would be grateful if the Treasury could
provide a note of their assessment of the recruitment
aituation in London and of the other issues raised in the
Defence Secrtary's latter, together with an indication of,
if anything, what needs to be done.

I am copying this letter to Sir Robin Butler.

H.L. Wicks

Alex Allan,; EsgQ.;
HM Treasury .

CONFIDENTIAL: MANAGEMENT IN CONFIDENCE
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Raf. ROBB/S327B

ME WICES

Civil Service Pay

The letter of 14 November from the Secretary of State for
pefence, while endorsing the approach to the 1988-89 Civil
SE;;IEE pay round proposed in the Chancellor of the Excheguer's
letter of 2 November, proposes a collective discussion.

g —

=5 I think that this would be a good idea, The Treasury has

reached long-term pay deals covering three of the main Civil
Service groups (the Institute of Professional Civil Servants,
the Inland Revenua Staff Federation and Grades 5 to /). But

there are still very substantial groups of staff at middle and

junior levels in the executive, clerical, typing and
secratarial grades who are not yet covered by such deals and

whose next settleament date is 1 April 1989. It is in these

p—

groups that some of the more persistent problems about
recriitment and retention rates arise. The resignation rates

among executive and administrative staff in London and the
South East, for instance, are still causing ﬂiffgzulties [Eee
charts attached), Meagures targeted on particular problam
groups such as this might well bea worth considering, without
jeopardising the overall level of settlemant at tha national

level.

< The Treasury have begun negotiations to see whether it
—_—

would be possible to bring these groups within long-term pay

agreements, but the negotiations still have some way to go.
If the Prime Minister thought that it would be helpful to have a

meating at a convenient time in the next few weeks to go over

— ——
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the ground and sound out Treasury thinking, she might like to
have a word with the Chancellor first. Other Departments, I

know, would welcome the chance to contribute their wviews. We

can then make the necessary Arrangements.

4. As to the appropriate forum, the membership of MISC &6 has
not been changed since January 1986 and looks a little outdated.
In particular it includes Ministers who were on the Committee in
their own right, not because thelr Department was a large
employer. It might be better to start afresh with a new MISC
Committee drawn from the employing Departments rather than amend
the membership of the old Committea, I would suggest that the
new membarship might be as set out in the attached note (MISC b6

membership is set alongside for comparison).

F_l:"_?\ A .

ROBIN BUTLER

15 Hﬂvamhﬁrflqﬂa
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Prime Minister

Chancellor of the Exchequer

Secretary of State for Defence

Secretary of State for Trade
and Industry

Secretary of State for
Education and Science

Secretary of State for 5Social
SETV1CES

Chancellor of the Duchy of
Lancaster

Secretary of State for Employment

Minister of State, Treasury
(Mr Brooke)

Minister of State, Privy
Council Oftfice

PROPOSED NEW MISC

Prime Minister

Chancellor of the Exchequer

Home Secretary

secretary

Secretary
Industry

Secretary
Secretary
Secretary

Secretary
Ireland

hecTetary

Paymaster

ot State
of State

of State
of State
of State
of State

of State

General

Minister of State,

Deftence

Trade and

the Environment
for Social Security
for Employment

for Horthern

for Scotland

Privy Council Office
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CONFIDENTIAL

PRIME MINISTER

CIVIL SERVICE PAY

In his minute at Flag A, Robin Butler suggests that you should

chair a meeting, of a specially established MISC made up of
———— —

Treasury Ministers and Ministers from major Civil Service-

employing Departments, to discuss Civil Service pay and the
difficulty of recruiting and retaining certain grades,
egspecially in London. HRobin's minute has been, in part,

prompted by the Defence Secretary's minute of 14 Wovembsr at
Flag B. 3 g

— e —

Before establishing any new MISC, I think it would be
worthwhile, as Robin recognises, for you to meet the
Changellor and himself first. The issue has considerable

public expenditure EDnSEQUé;EEE and it would not be right,
without first talking to the Chancellor, to establish a new

e

MISC which could simply be a pressure group within Government

for extra public spending. If you agree, 1 will write to the
T?Easury {(but not at this stage to other Departments), with a

copy to Robin, saying:

you have seen the Defence Secretary's letter of

14 Movember:

you are aware of the difficulties of recruiting certain
grades, especially in London;

you understand that the Treasury is considering
proposals;
e i)

you would welcome a discussion with him and the Head of

— e ——

the Civil Service before there was any wider collective

discussicon; and

e —
I—-—._._
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vou would be grateful 1f the Treasury could provide their

assessment of the position with an indigation of what

headed to bae done.

Agree that I should write to the Treasury along thege lines?

\fm_ mmfﬁg,ﬁnﬂ

N L)

H. L. WICES
17 November 1988

DS2ALT
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10 DOWNING STREET
LONDON SWIA 1AA

Fran the Private Seceelar 1Y B

IPCS 1988 Pay Review

The Prime Minister was grateful for
the Chancellor's recent minute, and welcomes
the successful cutcome of the negotiations
with the IFCS.

I am sending copies of this letter
to the Private Secretaries to the members
of MISC &6 and to 5ir Robin Butler.

Wl

' By
]
bed

Paul Gray
lex Allan; Esg..,

4 Treasury.

CONFIDENTIAL
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1988-82 PAY
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Thank you for sending me a copy of your létter of-2nd November

to David Young.

I agree with the approach to the 1988-8% pay round that you have
proposed. I also very much agree with your point that it is important
that we ensure that our internal arrangements Ior considering pay
proposals work effectively. On this point, I would welcome an
opportunity for a gollective discussion on our future strategy in
regard to Civil Service pay.

My reason for this proposal is by no means that I disagree with
the thrust of recent Civil Service pay developments. I very much
welcome the recent pay agreement that has been reached with the
I1C8, and I believe that Treasury officials are to be cangratulated
on this achievement. But I am conscious of a great deal of
dissatisfaction about pay among our civilian staff, and in many areas
the problems which spring from this are growing steadily worse. They
stand to be aggravated moreover by the current demographic trend,
with over a million fewer lE-1% year olds coming into the labour
market in the mid-1990s. I am doubtful whether from a pay point of

view the Civil Service is in good shape at present to meet this

The Kt Hon Nigel Lawson MP

CONFIDENTIAL
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situation. I am also not totally confident that the various elements
of our policy in regard to Civil Service pay fit together as a
coherent strategy either in themselves, or in relation to what is
happening to other parts of the public sector; in the Ministry of
Defence, for example, the Armed Forces with their different pay
regime co-exist with a guarter of the entire Civil Service, and
substantial numbers of police and teachers, all of whom have been
accorded notably different treatment in pay terms 1n recent y@ars.

We badly need a more coharent strategy to resolve or at least explain
the significant differences, not merely to the staff themselves but
also to their senior line managers who are having to cope with the

practical results.

1 welcome the selectivity which is & feature of recent pay
agreements. But I do not think that i1n developing this policy we
should allow ourselves to be unduly constrained by the views of some

Civil Service Unions which are irresponsible and largely

unrepresentative. We need an agreed management policy on Civil

Service pay which can then be developed in consultation but not

necessarily in agreement with the Trade Unions.

I share your doubts about the concept of a "going rate"; such a
concept is plainly incompatible with selectivity. Nevertheless it
must be accepted that in relation to some areas and some staff there
is a "golng rate® in the sense that if an employer does net pay it
his staff go. We are now in that situation in regard to clarical and
gsecretarial staff in Central London., This time last year the
Department had 428 ¢lerical vacancies in Central London. We have now
got 670 such vacancies. In the last twelve months we have lost,
through resignation and retirement, 107 Personal Secretaries and 82
Typists; in the same period we have managed to recruit only 12
Personal Secretaries and 9 Typlsts. It is becoming increasingly

difficult to get routine work done with shortages of this order, and

CONFIDENTIAL
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gacurity standards are becoming threatened. We have substantial
relocation plans, and we make extensive use of agency staff - to whom
we pay more than our own staff. But our problems are growing
nevertheless, This is merely one of a number of specific problems
that are growing rapidly worse because our rates of pay are well
below those available in the private sector. Another example
concerns craftsmen, especially in the South-East, where the rates of
2ay we can offer are sometimes no more than those pald by others to
punskilled emplovees. The resultant staff shortages, as well as the
sense: of unfairnmess Ifelt by the stalif who do remain, damage
efficiency and impose costs which I suspect we do not alwavs

recognise.

Finally, while T endorse your proposed approach to the 19B8-83%
pay round, I hope that this will not lead to unreal assumptions being
made in our forward estimates about Civil Service pay. We are
Einding increasing difficulty in reconciling realistic pay increases
under the new pay agreements, plus the special measures needed to

alleviate particular shortages, with running cost targets.

it would bhe helpful to have a collactive discussion of

copying this letter to the Prime Minister, and to other
MISC 66 and to Sir Robin Butler.

s st

George Younger

CONPIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG J‘"
PRINE MINISTER O1-270 3000

fo 2

You will be glad to know that mepvhave  brzought . te a2 successful
conclusion the 1988 pay negotiations with the IPCS. These were
the first set of gnnual pay negotiatjons under one of the aew
Flexible Pay agreements. Under the Agreement signed last year the
settlement date for these grades was changed from 1 April to

1 August.

—

IPCS 13588 PAY REVIEW

Although surveys of outside pay levels and pay movements were
conducted, the negotiations 1Im this first year were not
constrained by them. The gattlemant we have reachad will cost in
aggregate 5 per cent in the first 12 months and a further 1% per

cent in the next 12 months,; which will be counted against the cost
of next year's settlement.

The settlement involves antacrbss the board increase of 3% per
cent and about 70 per cent of staff get only this: we shall
stress this figure in public presentation. The bHElance is
soncentrated on the other 30 per cent. All staff in London (where
vacancy rates are almost double the national average) will receive

mora, and scientists and engineers working in London in scarce
digciplines such as computing, mathematics, operational research,
telecommanications, electronics, wvaluing and estates surveying
will receive more still. This represents sfa'important advance in
putting the money selectively where the problems are. =

The settlement shows that the new Flexible Pay Agreementa can be
pperated suscessfully, and that The Government is prepared . to
honour them and do deals with unions that are willing to negotiate

sensibly. As such it is a significant step towards establishing a




CONFIDENTIAL

more sStable basis for pay and industrial relations in the Civil
Service.

We plan to announce the settlement and issue messages to staff on

——— =
Flbbetsber. It should be treated as confidential antil then.
——————

I am sending copies of this minute to the members of MISC 66 and
to Sir Robin Butler.
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Treasury Chambers, Parliament Street, SWIP 3AG
O1-27T0 3000

The Rt Hon Lord Young of Graffham PC
Secretary of State for Trade and Industry
Department of Trade and Industrcy
1-19 Victoria Street
LONDON SwWlH OET
4 July 1988
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GOVERNMENT COMPUTER SYSTEMS: VULNERABILITY TO INDUSTRIAL ACTION

; J'n,,rs
You wrote to me nn_}’ﬁeptember last expressing concern about the
vulnerability of Government computer systems to industrial action
and suggesting that a report should be prepared on the extent of

departments’' contingency measures and the opkti for reducing
vulnerability further. Peter Brooke replied nn#ffggzptember saying
that departments had already been asked earlier in the year to
review their contingency arrangements but that he agreed officials
in the Treasury and other departments should get together to review
the overall situation as you had suggested.

My officials have prepared a report on the subject following
discussions with major departments and in liaisonm with the Cabinet
Office, who as vyou know are responsible for civil contingency
planning. The report concentrates mainly on problems posed by
industrial action and does not attempt to consider in detail other
gources of disruption to computer systems, which - since you wrote
- have been the subject of reports by the HAO and PAC.

The report recommends, and I very much agree with this, that the
past ad hoc exercises to remind departments of their
responsibilities shouwld in foture be placed on a more formal
footing, and that Ministers should receive reqular reports about
the current state of contingency planning for industrial action
affecting computer operations in their depacrtments. Departments
are asked by the Cabinet Office each vear for information about
contingency arrangements and it might be convenient for reports to
Ministers to coincide with that. My private office will be writing




to those of Cabinet colleagues suggesting that regular reparting
arrangements should be set up along these lines.

I am copying this lattar to the Prime Minister and
Sir Robin Butler.

NIGEL LAWSON
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Foreign and Commonwealth Office
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From the Secretary of State ~
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I saw the good news in your letter of Z7 May on my
return from my recent trip to the Par East. I really am
most grateful to you for meeting me ovar this paﬁhagu of
improvements in the terms of service for the Diplomatic
Service overseas. As you know, I have been particularly
concerned about the conditions in which many Diplomatic
Service officers now have to live and work abreoad: and
this package will provide much needed further help for
them, particularly those in the most difficult places and

the junior staff. : I

You will recall from my minute of 6 May to

Nigel Lawson that the issue of improvements in health
care for the Diplomatic Service overseas was withdrawn
from the original package so that we could handle this
important issue separately. We are s5till at work on this
and will need to return to you on this front soon. But
apart from this, I agree that there should be no nesed to
look again at Diplomatic Service allowances in the near

future.

As far as the manpower review is= concerned, a great
deal of work has already been done by the FCO and the
Treasury. I understand that your officials are now

Jconsidering

The Rt Hon John Major MP
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considering detailed infermation which we have already

provided. Like you, T hope that the review can soon be
brought to a mutually satisfactory conclusion.

I am copying this letter to the Prime Minister.
[ ot i g 1t
: L/‘f*-.—-_‘

GECFFREY HOWE

CONFIDENTIAL
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10 DOWNING STREET
LONDON SWIA TAA

From the Private Secretary 1l June 1983
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CIVIL SERVICE PAY

The Prime Minister has

minute of 27 May, and is con
proposals therein.

seaen the Chancellor's
tent with the

I am copying this letter to the Private
Secretaries to members of MISC 66 and Sir Roabain

Butler.

BEARRFPARE )

Blex Allan, Esqg..
HM 'T.E'EEIS'.H":" !

CONFIDENTIAL
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PRIME MINISTER Cul [ ;#L_ﬂﬁ,_u;ﬁ_ﬁj P 1

3
CIVIL SERVICE PAY Ay /v-(

I know that my office have been keeping vours informed of the

progress of pay negotiations with the CPEA. I am glad to report

that the new Executive, with the muﬂerat;s once more in control,
————

have now agreed to recommend to their members an offer of £5.40 or

4% per cent, costing in total 4} per cent, combined with the
resumption of talks on 1nng~term-;;; without pre-conditions. We
have therefore put this offer to them formally. Settlement is
subject to consultation with their membership, rather than a

ballot. This process will be completed by 10 June.

As far as the other Civil Service uniong are concerned, we should
have the outcome of the WUCPS ballot on their 4% per cent offer by
17 June, or wvery soon thereafter. And Einally, we now have formal
confirmation in a satisfactory manner from all three wuonions
g —— — e —— —
concerned (FDA,; the IPCS5,; and the NOCPS) of their agreement to the

- —g

Grades 5 to 7 pay deal.

Assuming that no problems arise on the CPSA consultation, or the
NUCPS ballot, we have therefore now effectively dealt with most of
this year's pay round. The main outstanding issues are the first
settlement under the IPCS long-term pay agreement (due from
1l August), Local Pay Additions, of which the first will be paid
From 1 June, and London Weighting. Onr firast oaffer on London

Weighting was for an increase of 10 per gent, which would take the

inner London rate to £1680. In the light of the opinion you earlier
expressed in favour of more generous London Weighting, my officials

now expect to settle on £1750 (14.6 per cent), but paid from 1 July
— T WL




rather than 1 April, with the result that the additional cost this

e
vear is 11 per cent.
—

I am copying this letter

Sir Robin Butler.

27 May 1988
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Treasury Chambers, Parhament Street. SWIP 2AG

The Rt Hon Geoffrey Howe QC MP wih W vy =l A

Secretary of State for Foreign and Commonwealth Affairs

Foreign and Commonwealth Office t&l A .

Eings Charles Street t}

London

SW1l tijp
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PAY AND CONDITIONS OF SERVICE IN THE DIFLOMATIC SERVICE

When we discussed this matter early thiz weask 1 promised to
reflect further on your proposals.

I do still have considerable doubts on the intrinsic merits
of vyour proposals to improve pay and conditions of service
in the Diplomatic Service. But I was impressed by your personal
concern that these changes were essential on management grounds
and I am therefore prepared to accept the package you propose
subject to your finding £300,000 from within the FCO budget
as you have already offered. This year I would meet the balance
of the £1.8 million frem the Reserve and future years would
fall to be discussed in the normal way in the Survey.

I hope in view of the exceptional treatment I have been
able to agree following your personal intervention, we can
assume that the issde of Diplomatic Service Allowances can
now be regarded as settled between us for the forseeable future.
As I am sure you will realise, I would find it wvery difficult
to entertain anvy fresh proposals.

I hope you in turn will be able to agree that our officials
should pursue the manpower review without delay.

I am copying this letter to the Prime Minister.

vk

JOHN MAJOR
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DIPLOMATIC SERVICE ﬁd:H

FRIME MINISTER

Last August you agraed to suppoart a package of measures to

—_—

imprﬁve conditions of service for the Diplomatic Sarvice worth

same E2.35 mllllmn I attach a copy of my note which you saw

then You subsequenhly gpoke to tha Chancellar,

Since then Treasury officials have fought the proposal every

inch of the way, and ten months later there is still no
agraemEnt as the attached note by the Foreign EEcretar? shows .

e S—
=

The Foreign Secretary is now trimming his prnpnqals to

[

which he is offering to find £300,000, leaving €l.f million to
find. However his most recent sessions with the Chief

£1.7 million in the hope of reaching early agreement, towards

Secretary have failed to break the log-jam. The Treasury are

proposing a g1 mlllxun packaqe. financed half and half by the
FCO and the resarcve, Thny have deployed a number of rather
sophistic arguments: but what it comes down to basically is

that Treasury officials do not want to see the FCO treated any

differently from other Civil Servants.

I am not normally inclined to special pleading in favour of my
own Service [(least of all at presant). But I think the
pregsent situation is absurd:

the Foreign Secretary is humiliated. You gave a

clear steer to the Chancellor bat it has not bean

D —
implemented ;

i —

the sum of money is relatively speaking wvery small
and has been considerably reduced in negotiationg

the affect on the morale of those in difficult and
unpleasant posts of failure to implement last
summer '3 agreement i1s bad. It affects mostly thase
at the bottom end of the Service;

PERSONAL




PERSONAL

the problems guite frankly arise largely from a

traditional (and often understandable)} antipathy on
e
the part of those concerned in the Treasury far the

FCO.

—

The cholces are:

to let Treasury and PCO continue to bicker and
negotilate whatever oubtcome they can;

to see the Chief Secretary Qriuately (or with the
Foreign Secretary) ana gay plainly that yvou endorssd
the original package, that you are astonished that it
flas not been implemented and that you expect the
Treasury tq_agrﬁelyggamgt delay to the Foreign

—

Becretary's reduoced bid.

—

I am troublad that this may seem a ona2-sided account and
recommendation. But I do genuinely believe that an injustice
is being dons to those who serve in the least pleasant
overseas posts and who - unlike Home Civil Servants - do not

have the right to say no.

E BN

25 May 1988

SL3IBBL




Foreign and Commonwealth Office

London SWIA 2AH

From the Secretary of Slate 25 May 19BB

e d

Conditions of Service in the Diplomatic Service

We agreed during our meeting on 23 May, that yvou would
write to me with proposals after discussing the matter further
with your officials. 'I look forward to that: but I'believe

it is important that I should straight a;aray attempt to resolve

some of the misunderstanding which was apparent at our

meeting.

You expressed concern that the case had edged away from
an attempt to meet the difficulties of junior staff to a more
general proposition; and suggested that the £1°millicon package
proposed by your officials was aimed largely ai improving
the conditions of junior staff. HNeither proposition is

accurate.

In the annex to my minute of 10 September 1987 to the
Chancellor I lizted eight areas in which improvements ara
neaded. Of these only junior staff supplements and start-up
costs (the latter was subsequently removed from the package)
were specifically targetted at junior staff. In the protracted
negotiations on this issue my officials have conasistently
aimed at three main areas of concern - difficult posts,
family-related problems and junior staff. And again only the

last of these is specifically aimed at juniors. As recently

The Rt Hon Johnm Major MP




as 2B April your officials wrote (Painting/Bache) "the main
thrust of your proposals - and of our response to them -
concerns staff serving in the most uncivilised and unpleasant
places in the world. You have also (my underlining) pressed
to us to consider the extra work performed by junior staff".
And, in an annex to the same letter, the following paragraph
appears on the subject of special discretionary payments:

"The total sum of money to be available feor this
purpose should not axceed E£1,000 a head for all
Diplomatic Service staff (and those on DS terms
funded by FCO) in DPA Group 1l. No limits or
restrictions will apply to individual discretionary
payments. However all (my underlining) staff at a
given post would be expected to receive the same
amount and the scheme, by definitien, should

normally apply only to Group 1 posts.”™

Neither of the above passages suggest that there could |,
have been any misunderstanding on the part of your officials!

that our proposals, consistently advﬁcatad, were for wide-ranging

improvements for all staff. Junior staff are certainly one
of our major concerns, and the balance of our package
reflects this; but they are by no means our only concern

and we have never disguised that fact.

I should also record again very briefly why I do not accept
arguments about repercussivity. I went into this in some
detail in my minute of 10 September 1987 to the Chancellor.
The essential differences between the Diplomatic Service and

the Home Civil Service are:

(i) DS officers are scattered more thinly over a wider area
{207 posts in 165 countries) than HCS who are mainly
grouped in large concentrations in the more comfortable

posts; and




DS officers with a career-long world-wide mobility
obligation cannot pick and choose their overseas
postings, as can the HCS, to fit in with family
concerns, children's education, spouses®' carears etc.

Thesge differences are crucial. They are already recognised
to a degree by the differences between D5 Regulations and the
Pay Code. They render invalid any attempt to make comparisons
and the Treasury should have no difficulty in resisting such

attempts.

You have riqht%? drawn attention to the very small sums
of money involved. But I would stress that the measures
they would enable us to take would have a very significant
impact on those areas about which I am most concerned:

difficult and distant posts, families and junior staff.

I hope that this will clear up any misunderstandings

that there may have been énd that we can now prugr%ss gquickly

tc an acceptable solution.-

v st

GEOFFREY HOWE
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CONFIDENTIAL/MANAGEMENT IN CONFIDENCE

DEAFT
RECORD OF A MEETING BETWEEN THE SECRETARY OF STATE AND THE
CHIEF SECRETARY ON 23 MAY ON CONDITIONS OF SERVICE

Present: Secretary of State Chief Secretary
Mr A C Galsworthy Ms Jill Rutter

1. The Foreign Secretary said that he was worried about the
morale impact of increasingly serious adverse conditiens in
some difficult posts overseas, for which there was inadequate
compensation. The posts concerned were usually remote ones
which were not often visited by Ministers or officials from
London. In some cases there were problems with health. He
did not feel that the concerns about repercussivity which had
been expressed by the Treasury were ralevant: the problems
faced by Home Civil Servants were guitea different because of
the different patterns 'of their careers. Home Civil Servants
did not go to most of the difficult posts, and in any case
could only be sent if they volunteered. If others were to
claim the right to the same compensation as members of the
Diplomatic Service, they would need to be told firmly that the

situations were simply not the same. Comparisons with the
private sector showed that the sort of compensations offered
to their employees in difficult posts were very much more
generous.

2. That was the basis on which he had made the bid for

£2.5 million a year ago, which he thought had been accepted in
principle. This had now been whittled down to £1.7 millien,
of which the FCO had offered to pay £0.3 millicn. He could
not go any further than this without risking lesing the
benefits of the package. The Chief Secretary would see from
the FCO PESC bidhow tight his situation was.

3. The Chief Secretary said that his understanding in several
respects was different from the Foreign Secretary'’s, and
repercussivity was not his only concern. He found it deeply
distressing that he and the Foreign Secretary should need
personally to discuss a matter invelving such small sums. The
Foreign Secretary said that that was the reason for his own
anguished note to the Chanceller. The Chief Secretary went on
that he did not agree that agreement in principle had been
reached on the package at an earlier stage. He was
sympathetic on the problems faced by junior staff in difficult
posts. He had himself served in Lagos. However, the
zovernment was about to make significant reductions in
allowances to members of the Armed Forces, and were in the
middle of difficult discussions with the Home Secretary on
policemen’s allowances. This was a difficult backcloth
against which to look at the merits of the Diplomatic Service
case. But he was concerned that that case had edged away from

CONFIDENTIAL/MANAGEMENT IN CONFIDENCE
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an attempt to meet the difficulties of junior staff to a more
general proposition. The differences of cost (as opposed to
funding) seemed to be between the £1.8 millien Package we were
pProposing and the f1 million package which the Treasury were
prepared to accept. The latter was the package which would
apply to improving the conditions of junior staff. He
understood the morale argument, and agreed that the proposals
should be looked at on their merits. He believed that
agreement could be reached quickly if it was limited to
improvements for low-paid staff in junior posts.

4. The Foreign Secretary said that he had never seen the
package as being intended to apply to junior staff only,
though naturally there would be more junicr staff than senior
staff in the difficult posts concerned. Nursery education for
instance, which was an agreed element in the package, must
apply to all staff. He himself was so aghast at some of the
conditions faced by our staff that he was suprised at the
moderation of the claim he was making. ;

5. The chief Secretary repeated that the case for
improvements in supplementary payments to junior staff was
strong. However they were presumably all volunteers. The
Foreign Secretary said that on the contrary their conditions
of service obliged them to go wherever they were sent. On the
question of supplementary payments for junior staff, the only
difference appeared to be the application to Dso grades, which
meant a difference of £220,000. On breather vigitse, we were
quite content for inclusion in the "bag of gold” provided that
the total funds were sufficient. The chief Secretary .
commented that the Foreign Secretary’s figures seemed to be
different from those in his brief. The Foreign Secretary
showed the Chief Secretary the chart attached to his own
briefing.

6. The Chief Secretary said that whatever the differences in
detail, it appeared to be agreed that the total difference lay
between a package of approximately £1.7 million and £1
million. It was ludicrous that he and the Foreign Secretary
should have to discuss such small sums of money. But there
were principles involved and a danger of infringing
sensitivities in the Home Civil Service. The Forei

Secretary said that he could not accept this argument. The
Chief Secretary said that the usual criteria for judging the
need to make extra ccmpensation available was problems of
recruitment and retention. The Foreign Secretary was citing
morale, and asserting that those concerned were not
volunteers. It was difficult to see how progress could be
made. He came back to the difference between extra
compensation for junior staff and more general compensation.
His officials had bean talking on the basis of a package to
meat the former need, and that was what the Treasury proposals
of approximately f1 million were based on. The Foreign
secretary pointed out that some of the proposals even in the




CONFIDENTIAL/MANAGEMENT IN CONFIDENCE

Treasury package went beyond junior staff. The Chief
Secretary said that that did not negate his general point.
The package would be sufficient to cover extra leave for
junior staff, but not others. There was also the guestion of
what constituted a difficult post: postings like Australasia
hardly seemed to fit this category. The Foreign Secretary
sald that the problem was the burden of contact with the
family which afflicted those who had to spend any amount of
time in such posts and who could not choose the time at which
they did so. The Chief Secreta said that nevertheless if
the purpose was to help Jjunior staff in difficult posts, it
was necessary to define who was junior and what was a
difficult post. The Foreign Secretary again pointed ocut that
saveral of the agreed elements of the package applied to all
staff. The Chief Secretary said that that was not his
impression.

7. The Chief Secretary continued that he was concerned about
the element of double-counting invelved in breather visits.
DPA was supposed to cover breather visits. The Foreign
Secratary said that he did not really think this was a
difficulty. The need to escape from the sort of posts we were
talking about was inescapable and very important to morale.
The Chief Secretary said that he understood that the total of
what we were proposing involved a bid for more than double the
existing compensation in difficult posts. The Foreign
Secretary observed that nevertheless the total difference
between the f[igures proposed by the Treasury and those
proposed by the FCO was not that great. He felt very strongly
that having started off at £2:5 million, he could not ‘go below
the present proposal of £1.7 million. The Chief Secrdtary
said that now he and the Foreign Secretary had discussed the
matter and knew each other’s minds, he thought the best thing
would be for him to discuss the matter further with his
officials and then put forward a proposal to the Foreign
Secretary. If they were unable to agree, there might be no
alternative but to go colleagues. He would hate to do that
given the small sums involved. The Foreiqn Secretary agreed
that we should try to resolve the matter as the Chief
Secretary suggested.

8. The Chief Secretary then turned to funding. He understood
that the FCO were prepared to find £300,000 but wished to
claim against the reserve for the balance in this financial
Year and no doubt to include an appropriate bid in future
years. The Treasury did not see matters in those terms,
though they were prepared to share the costs, The Foreign
Secretary said that he had heaved a great sigh of relief a
year ago when he had thought the Treasury had accepted the
figures we had then proposed. The Chief Secretary said that
it should have been clear from the attitude his officials had
adopted thereafter that the Treasury had not conceded them.
He did not know how a misunderstanding could have arisen. The
Foreign Secretary said that the FCO would have to squeeze

CONFIDENTTAL/MANAGEMENT IN CONFIDENCE
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expenditure to the limit to find the £300,000. The Chief
Secretary said that there had never been an occasion in the
past when there had been significant differences between the
FCO and Treasury on running costs. He found it difficult to
believe that the FCO could only find £300,000. The Foreign
Secretary’s colleagues had been asked to absorb far more
significant sums. The Foreign Secretary saild that our running
COSts were a very much higher proportion of our total
expenditure. He would be putting in a very significant bid
on running costs in his forthcoming PESC letter. The Chief
Secretary remarked that that was deeply ominous. The Foreign
Secretary said that we would nevertheless be putting in a
claim very much more modest than most other departments.

9. Concluding, the Chief Secreta agreed to write to the
Foreign Secretary with further proposals in a few days. He
did not want to waste too much time on what amounted to petty
cash. There were however some fundamental disagreements on
principles which could not be ignored. He would lock at the
case on its merits. : -

2] May 1988
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CHANCELIOR OF THE EXCHEQUER

Conditions of Sarvice in the Diplomatic ZServica

1. Almost a year ago, on 17 Juna 1987, I discussed with
You the urgent need for a package to alleviate the
deteriorating conditions overseas in which so many
Diplomatic Service officers now have to live and work.
Last September the Prime Minister made clear her support.
I therefore find it difficult to understand why, 8 months
later, your officials have not been able to agree tha
details of these badly needed measuras or yet to offer

any help whatscever over funding (although the Prime
Minister made clear that the Treasury should contribute
new money) .

2. This unnecessary delay risks damaging the beneficial
impact of the package on the staff affected. It is all
the more annoying because the gap between us is in fact
50 small. Your officials have offered that the FCO
should introduce a package of measures worth about

£1 million a year. My original package totalled only
£2.35 million (without health improvements, which we are
handling separately). To enable agreement to be reached
straight away, I am prepared teo trim the proposals
further. The enclosed annex lists the minimum rescurces
needed for each element and the total is now only about
£1.8 million a year. That is a modest outlay for a
carefully targetted selection of remedies for real and
pressing problems.




3. I have locked hard at how far my Department can make
a contribution from offsetting savings. We are already
under great pressure, for reasons you understand,
including our real self-restraint in recent PES rounds,
With great difficulty we could find a further £300,000 a
year from savings. This leaves just £1.5 million to
find, which for survey years 1989/90 to 1991/92 ought to
be incorporated in cur PES base line (in the current year
we shall need to call on the Reserve for a pro rata sum).
My officials can supply at once any further details you
need on the funding or the content of the package.

4. I believe that Ministers recognise that the dangers
and special problems faced by the Diplomatic Service,
with people serving worldwide and often in increasingly
Jifficult posts, are not the same as those encountered by
Home Civil Servants in this country or by the Armed
Forces or Home Civil Servants living in major centres
abroad. To try to maintain comparakbility between the two
is artificial and unacceptable. Wa owe it to DS staff to
put these proposals into effect quickly and in full. I
hope you can ask your officials to adopt a more positive
approach so that the necessary agreement, including

£1.5 million a year of finance from central funds, can be
reached before the end of this month. I repeat that for
HMG the costs are tiny: the justification is
self-evident: and the benefits, not least to DS morale,

are eNormous.

5. I am copying this minute to the Prime Minister and
the Chief Secretary.

Foreign and Commonwealth Office 'j{i}f '

& May 1988
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Difficult Post Allowances

The FCO's original proposals were estimated to cost
£650,000. They included enhanced payments for especially
difficult posts. The Treasury are unable to accept such
a level of payment as a tax-free allowance and this
element is now considered under "discretionary payments"
at 2 below. Treasury proposals for the remainder include
increasing the rates (expressed as percentages of the
mean of appropriate salary scales) and raising the
minimum from DS7 level to DS6 level at a total cost of
f242,000. The proposed new rates are acceptable but the
FCO believes it essential that they be flat-banded on the
DS5 scale. The revised cost of FCO proposals is
£364,000.

2. Discretionary payments for selected posts

This heading now includes enhanced payments to very
difficult posts as well as provision for breather visits
away from the most isclated posts. The Treasury approach
of discretionary payments within an overall cash limit is
acceptable but the costs will be greater than the
suggested £337,000. The FCO's revised costings, which
take into account the need to compensate for tax which
will have to be paid on enhanced allowances at the
toughest posts, indicate that £480,000 will be required.

CORFIDENTIAL




3. Recreational Journeys

It is important for meorale and efficiency reasons
that staff be allowed to make an additional visit to the
UK from distant standard tour length posts. The cost
could be held to ES5,000. Treasury officials consider
this a low priority and have not included it in their
proposals. But staff at such posts are manifestly
disadvantaged in comparison with Western Europe and Worth
America in terms of access to their families, and this
propeosal would go some way to rectify that.

18-21 Year 0ld Children

Thie age group, whether as students, vocaticnal
trainees or those unempioyed, is a continuing concern for
families overseas. The cost of increasing to two the
number of juurqus allowed to full-time students and
uf?E}ing cne journey to other unmarried children up to
the age of 21, and not in full-time employment, could
under our new Travel Centract be held to £70,000.
Ireasury officials are unwilling to accept the need for
this concession, but its inelusion is important.

8, Hursery Education

The original estimate of costs for an official
contribution for 3-4 year olds was £50,000, Officials
have agreed in principle that costs may be partially
funded with officers also making a contribution. This is
acceptable. The cost would ba £25,000.




6. Supplements to Junior Staff

The increased responsibilities of our junior staff,
their vulnerability teo hostile intelligence services and
_._‘*
the fact that they receive no overtime for the

out-of-office hours they work require recognition.

Treasury officials have accepted this, suggesting that
the supplement might cost £447,000. This would not go
far enough. The supplement needs to cover our D59 grade
at the full rate, as well as those below. The cost would
be ET78,000.

Start-up Costs

Junior staff face considerable initial cqgiﬁgl

"‘—-——-_-.—
cutlay costs when posted abroad. It is accepted that it
e B

would be difficult for the Treasury to agree to fund the

|t purchase of capital goods. The FCO hope to meet this j
ﬂ{need through advance payments of the supplements if
,described above.

Total Costs

The estimated cost of the total package of measures
put forward in September 1987 to improve conditions of
service was £2.335 million. The Treasury have suggested
that the total cost might be £1.051 million. The FCO is
ready to revise its bid in the light of the official
discussions and more details costings, but it considers
the minimum necessary to fund the package would now be
£1.77 million.

CONFIDENTIAL




Tuesday  9th February 1988

(Answered by the Prime Minister on Thursday 21st April)

UNSTARRED Mr Edward Leigh: To ask the Prime Minister
No. if she will make a statement on the latest

report by the Review Body on Doctors' and
Dentists' Remuneration.

THE PRIME MINISTER [Pursuant to her reply of 9th February

1988, col 125):

I am now 1n a position to make a statement on the latest

Reports of the Pay Review Bodies. The 1988 reports of

the Review Bodies on the pay of Nursing Staff, Midwives

and Hedlth Visitors, and Professions allied to Medicine,

the Doctors and Dentists, and the Armed Forces, and of

the Top Salaries Review Body, have been published today.
Coples are now available in the Vote Office. The Government
are grateful to menbers of the review bodies for these
reports and the time and care which they have put into

their preparation.

The following table shows the increases in pay rates recommended

by the review bodies, and their cost:

Review Body Reports Average Range of Cost 1)
increase increase £ million
per cent per cent

Hurses, midwives and
health visitors 15.3 4.2-33.612)

Professions allied to
redicing 1.6-9.5




Doctors and dentists
Armed Forces
Top Salaries

Eenieor civil servants

and senior cofficers
of the armed forces

)
¥
Judieiary 5.3-11.9'4})

(1) UK public expenditure cost including emplovers'
national insurance and superannuation contributions,
where appropriate. Figures include cost of additional
paymente to staff working in the London area, where
appropriate. The figure for doctors and dentists

includes payments for GPs' expenses and hospital

lasirance,; not counted as pay.

{2) The recommendations include implementation of
a new clinical grading structure. Most increases
fall within the range shgwn, In:reages could be
up to 60 per cent for some nurses. MNo nurses will

receive less than 4 per cent.

{3} About 95 per cent of staff fall within this range.
The remainder get higher increases up to 14.5 per

cent and in a few cases possibly more.

[4) Maet imcreases fall within the range shown, altheough
in Eix cases the increase will ba J31.7 per cent.

The upper end of the range reflects structural changes

for certain groups.




The increases recommsnd Ursing midwives

and health visit implementation in the Autumn

of a radic new gr . cture to provide more attractive
career prospects and proper recognition of gualifications,
skills and resp bilities for staff directly involved

in patient Raview Body's recommendations are

on the basis that there should be an immediate interim
payment of 4 per cent from 1 April 1988 and that once

the new structure has been introduced, conseqguential pay

fincreases would be backdated to 1 April 139B8.

The Government have decided to accept in full the Review
Body's recommendations on nursing staff, midwives and
nealth wisitors. They have also decided that the increases
recommended by the Review Bodies on the pay of Professions
Allied to Medicine, Doctors and Dentists and the Armed
Forces should be paid in full from 1 April 1988. The
recommendations of the Salaries

implemented as to 4 per

balance from 1 Octobe«

The full cost of the awards for the Armed Forces Pay Review

Body and Top calariess Review Body groups will be met from

within existing public expenditure programme totals for
this year. In the case of the health service groups the
Government have decided that the cost in excess of the
allocation already made for this year should be met from

+he Reserve. They will provide an extra £749m from the




the planned total of
cf which £683Im wil
Eor =he
the ilncreases
lN prowvision
over 1987-

tharefare

The pay rates and scale . ] decisions

will be promulgated as soon as possible for all the groups

concerned. Pensions will be based on the salaries actually
in payment 1in accordance with the principle set out in

my written answer of 13 April 1984, at column 383.
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PRIME MINISTER

CIVIL SERVICE PAY

You agreed that the Treasury could make an increased offer to
tha NUCPS - which represents executive staff T_cr-E_TT per cent,
as long as the union executive recommended this t:rTEE members
and undertook to enter immediate talks without pre-conditions

oh a2 long-term pay agreement. I understand that agreement was

reached on this basis early today, and that an announcement

=5

has been made to this effect.

N—

Roeg |

PG

27 April, 1988.

CONFIDENT IAL
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1 attach a note showing revised rates of pay for the
Open Structure which result from the Prime Minmister's
announcement yesterday. I also attach a copy of the

Minister's statement.

W STEVENS
272 April 1988

Senior

Prime
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SENIOR CIVIL SERVICE

REVISED PAY RATES AS FROM 1 APRIL AND 1 OCTOBER

1948

Pay as at PHI from Pa

] ¥y from
31 March 1988 1 April 1088

1 October 1988
£ £ £

Second Permanent

il

L - = s b
Secretary

35,3

o e I 1
3
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running cost
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CIVIL SERVICE PAY

X

The Chanceller is planning to make a further move to come to a
gattlement on pay for the Civil BService below Grade 7.

The present offer on the table 13 4 per cent on national rates
and 10 per cent on London Weighting.

e
—

The Treasary's objectives are to get a low settlement and if
possible a commitment from the lower grades to esnter into
discussions on performance pay agreements withoot

e —

pre-conditions.
——

Tha RUCPS (which represante grades from EO to SED and the

maasangerial grades) is making noises suggesting that in

return for an offer of about 4% par cent they would both:

= regommend it to their members;

—rmy

- agree to long term pay talks without pre-conditions.

The CPSA (which represents AOs and AAs, i.2. the bulk of the
staff in departments like DHSS,; Department of Employment and
he Revenue Departments) currently shows no signs of

. o r—
willingness to enter long term pay negotiations.

The Treasury now propose next Monday to start talking to the
MUCPS in an attempt to secure the 4% per cent deal described
above., HNo formal offers will be made at this gtage; but once
the nagotiating process is started 1t would be hard to draw
back. The aim would be to reach such a deal with the, NUCPS
"and then tell the CPSA they either have the choice iﬂFan

unchanged 4 per cent pay offer (which might eventually ba

imposed) or a small addition in return for the same gquid pro

gquos as NUCFR.

The Treasury propose no further move on London Weighting. And

—— —

SECRET




SECRET

they are not consulting other Departments at this stage.

Content for the Treasury to proceed as proposed?

b cq.

PAUL GRMAY
2]l April 1988

SECRET
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ROYAL COURTS OF JUSTICE

LONDON, WC2A ZLL

Ng 70
(L6

Thea 2t Hon Peter Brooke MP *al {['P
Ihe Paymaster General

HM Treasury

Farliamont Stroat

London

BW1P 3AG

071 9236 6602

15 April 1988

.E>42;a~a~ Eaf:ig %Hﬂihﬂijﬂu- (:};,hLﬁﬁ,ldi :

LAWYERS " PAY

Thank vou for your letter of 13 &4 with which wou

enclosed a table 'showing the { new pay scales,

I 'am glad to 'see that these proposals have been wall
received by unions representing the majority of staff at the
relevant levels, and that the outcome of consultations with

Eheir members gshould ba known noat later than 7 Mayv.

b T noted in my letter you of Z2 March, we will need to
take careful account of any recommendations that S5ir Robert
Andrew may make concerning pay in his report later this year
on the organisation of the Government Legal Service,

-

¢ 1n relation to Grade 5 lawyers. In Che meantime,

especiall
however, I should like to thank you for Lhe manner in which
You have res ['_.i:lr.d[:lf! td  my owWn  reprasantations. 1 hawva
advanced these wvery forcibly, I know, but the needs of the
in particolar were compelling.,
I am encouraged now to believe Lhat your proposals generally
represent a sensible and fair response to the needs of

cps, and of the Government Legal Service as a whole, and I

MANAGEMENT IN CONFIDENCE




MANAGEMENT IN CONFIDENCE

hope with some confidence that they are going to prove
sufficiently competitive. I'hat, couras,. will be the

prool of the pudding.

I am very grateful for

perceptive official team.
I am copying this to the Prime Ministe g Mackay,

Geoffrey Howe, Douglas Hurd and | angd to GBir

Robin Butler.

= PR, ¢ Q-w‘-’.sﬂ.el_\ J

ek St

e

{approved by the Attorney General and signed in his

abzenceal,

MANAGEMERT ITH CONFIDENCE
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Treasury Chambers, Parhament Street, SWIP 3AG

Sir Patrick Mayhew QC MP
Attorney General

Attorney General's Chambers
Roval Courts of Justice
LOWDON WC2A ZLL

,_-bg.._..., P--b‘:-l-.‘lk ¥ ; _||I
LAWYERS® PAY e - o5

Thank you for your letter of 22 March. I am also grateful for
the letters from James Mackay, David Young and Douglas Hurd.

4P 4As you know my proposals on lawyers' pay at Grades 5 to
7 were made in the context of the new longer term pay arrangements
planned for these grades. I am glad to repert that unions
representing the majority of staff at these levels are recommending
acceptance of these new arrangements, and intend to consult their
members over the next fortnight or so. We should know the outcome
not later than 7 May. The FDA are also recomménding acceptance
of the specific proposals we have agreed on lawyers' pay for
these grades.

: (A As far as lawyers below Grade 7 are concerned, the proposal
is that Senior Legal Assistants (which James asked about 1in his
letter) should be offered pay increases broadly in lipe with
those for Grades 5 to 7T lawyers. The Treasury has alsc made
the FDA an offer, covering Crown Prosecutors and Legal Officers,
which we understand is 1likely to prove acceptable. This offer
is broadly as indicated in my letter of 18 March.

4. The one remaining point is David Young's suggestion that
Sir Robert Andrew should be asked to produce an interim report
on the pay of Grade 5 lawyers. I wvery much agree with the
Lord Chancellor's view that it would be inappropriate to ask
him to do this. I understand, too, that 5ir Robert would not
welcome such a change in the terms of his review.

3K I attach a table showing the proposed new pay scales as
they now stand. 1 should mention that the highest performance




MAHAGEMEHT IH CONFIDEHCE

point for Grade 5 staff in London is slightly lower than the
figures given in my letter of 18 March, but other points on the
Grade 5 scale (including the interim performance point) are higher.
For Grades 6 and 7 the new Bcales and ranges are generally higher
than before.

6. 1 am copying this letter teo the Prime Minister, James Mackay,
Geoffrey Howe, Douglas Hurd and David Young and to 8ir Robin
Butler.

Zaisia
ﬁﬁ:;

PETER BROOKE
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NEW PAY SCAIRS WITH EFFECT FROM 1 APRIL 1968

(Grades 5T scales are pert of the nev long-term arrangements [or these

Interim
Performance
Polmot

Grade %
35371

nct
HELE I - =

Including London L ] _
welghting ¢ [ g k 37,051

Grade 6

Bagin

Including London
welghting and
ellowence

Grade T (and Senior Crown Prns-‘.-t:'ut.ﬁr:l

Basle 16,602
Including London

welghting and
allowance 19,908

Crown Prosecutor

Performance Pay

Basic 13,325 Tsl3 18,623 20,532
Including London

velghting and o
allowWance i il ] 21, 303

Leganl Officer

Basic

Ineluding London
wveighting and
gllowvmnes 1k, 622

- -

BOTE: London weighting calculated at imner rate ie present offer







CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 2AA

From the Privaie Secrefory 31 March 1988

[l{:u g;;—ﬂiﬁi

Civil Service Pay: Grades 5 to 7

The Prime Minister was grateful for
the Paymaster General's minute of 28 March.
She is pleased to note the progress Deing
made with the FDA and the IPCS on a new
pay determination system,

I am copying this letter to the Private
Secretaries to members of the Cabinet,
Eleanor Goodison (0ffice of the Minister
for the Arts), Michael Saunders (Law QOfficers
Department), Myles Wickstead (Overseas
Development Administration) and Trevor
Woolley [(Cabinet OfEice).

Mo,
=

{PAUL GRAY)

Simon Judge, ESQ..,
Paymaster General's Office.

COMFIDENTIAL
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| FROM: PAYMASTER GENERAL

pectese - )
Pﬁrcf;wﬁ : niF :;_/e' DATE: 28 March 1988

PRIME MINISTER e Aottt Cecedny Lo
G Pl — N e
CIVIL SERVICE PAY: GRADES 5 TO 7 LﬂuﬂﬂJ’ L1 b T

I am' pleased to be able to tell you that we sxpect shortly to
reach a provisiomal agreement with the First Division Association
and the IPCS on &8 naw pay_deferpination eystem covering the 20,000
staff at Grades 5-7. The third union with members at these levels,
tha NUCP5, saems likely to stand aside for the present, although

they may find this an unsustainable position.

s The provisional agreement has still to be approved by the
unions' executive committees and iz then subjest to confirmation

- after EnHEUItatiﬂrl_%iLh, or a ballot of, those affected. I+
has much in commonh with those reached with the IPCS for the main
grades they represent and with the Inland Revenue Staff Pederation.
Like them, it 18 based on a spinal pay system which includes
a substantial element of performance pay and provides for other

flexibilities, including geographical pay wvariation. It is coupled
witll The longer-term pay determination system, based on the Megaw
approach, which we endorsed in principle in 1982.

3 The agreement effectively settles pay negotiation for thesea
grades for the next 18 months. It provides for three transitional
stops aver thias perTEd_mF_ﬁ per cent, dround 2 per cent and 4 per
cent as staff are moved on to the new spine, with the first review
of the pay levels on the spine coming in August 1989. The cost
in 1%88=8% amountz to 5.65 p&f cent on the pay bill. Ia return,
a3 with the other deals; we get a better structired and mores
flexible pay system - including better arrangements for rewarding

the better performers.

4. The agreement is in my wview an important and worthwhile
one, not just for its own sake but alsc because it will help

!_

R,




CONFIDENTIAL

to increase the pressure on the CPS5A and NUCPS to enter into

simllar agresmencs
background to our response te the pay claims from these two unions

with ne. &As such, it will ferm part of the

this year, on which the Chancellor minuted you on Friday.

5 1 am copying this minute to Cabinet colleagues, to Richard

Luce, Patrick Mayhew, and Chris Patten, and to S5ir Robin Butler.

P oda he ~obo—rd quk?
A s bs hain et s 07
oo o Lodom aigliy, rolrn
ftc @13
FeB.

PETER BROOKE
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PRIME MINISTER

INDUSTRIAL DISPUTES

There have been further noteworthy developments over the weekend.

FERRIES

The National Union of Seamen have called off their strike ballot
after Sealink were successful today in cbtaining a High Court
injunction against them, This follows the similar ruling grante
to P40 by the High Court last Friday. I have not yet seen the
actual terms of the judgment but reports suggest the judge has said
the union must not in future try to induce its members to take any

unlawful action in breach of their contracts of employment.

This should further reinforce the pressure on the NUS to sesk a
fegotlated settlement at Dover though the timing of that remains

uncertalin,
JAGUAR

The company are meeting the unions today and are still confident
that they can resolve the dispute satisfactorily over the next few

days at no extra cost.
LAND ROVER

The workforce has voted by 4,332 to 1,158 to Elﬂ the 5 week gtrike
at the Solihull plant and accept the company' 5 two-year pay deal at

W0 EeXtra cost. The plant is back At work today.

|

CONFIDENTIAL
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BENEFIT OFFICES AND JOBCENTRES

A strike in some London benefit offices and DHSS offices is also
about to end. This dispute has been running since the beginning of
this year over the issue of staffing levels in London loeal of fices
and the right of management to move gtaff from one office to
ancther. Management have remained firm throughout and benefit

payments have been maintained by adopting contingency measures,

The CPS5A, recognising that we were not going to shift our position,
balloted for an all out-strike without pay - at present the 400 or
50 strikers have received from the CPSA 50 per cent of gross
earnings. The ballot formula is that normally adopted by the CPSA
when they realise it is pointless to continue a dispute. The
ballot result showed 920 in favour of a return to work = though
significantly 630 voted to strike without pay. The CPSA are now

negotliating with Management a return to work.

1 am copying this to Nigel lLawson, David Young, Paul Channon and to

Eir Robin Butler.

N F
28 March 19EER

2
CONFIDENTIAL




CONFIDENTIAL AND PERSONAL

1]vﬂhnry Chambers, Parliament Street, SWIP 3AG
Ol-270 3000

PRIME MINISTER

CIVIL SERVICE PAY IN 1988

I need to cespond early next week-to this vear's pav-claims from the
CPSR and NUCPS.

The CPSA have claimed a flat rate increase of E25 per week,; the

HUCPS 15 per cent. There are a number of other items in both

5

claims.

I propose to make opening offers to the NUCPS of 4 per cent and to
the CPSA of 4 per cent or £5 per week, whichever is the greater,
which is equivalent to 4.3 per cent. The combined cost of the two
offers would be 4.2 per cent.

With 1987 recent in their members' minds, and with several other
unions (including the IRSF and the ex-CSU members of the NUCPS)
already having had their pay settled for this year under existing

— —

agreements, meither vnion is 1o my judgement very likely to be able

PP —
to win a ballot on industrial action, or, if they do, to mount a

substantial national campaign effectively. WNevertheless, I do not
think that we could sensibly offer less than 4 per cent, even
though this is above the rate of increase in the RPI and even

—ma

Further ahove the increase in the TPI.

Mor, on the other hand;, would T want this year to go much above

4 per cent, for the following reasona: T ———

Ty

Whatever the unions say, we do not [ace recruitment and
retention difficulties across the whole country. Our

—




CONFIDENTIAL AND PERSONAL

problems are concentrated in particular areas (mainly
London and the South Bast) and in particular functions or
Eifilﬂ. Our response should continue to be selective as
with Local Pay Additions (LPAs), not across the board

: - =
increases which go to everyvone. For the longer term we

should encourage departments to adopt the relocation

policies that the Paymaster General has recently proposed

=

and vou have agreed.

PR —

We want to give both uniong an incentive to sign up to
long-term deals despite their current opposition to any
arrangementes of this kind which include geographical and
merit pavy. They need to see that tEhis is the route they
will have go down if in future they want to enjov the
kind of increases which have been made available to other
unions who have signed such deals (the IPCS and IERSF).
It will help that we are now also very close to a long-
term agreement covering grades 5 to 7, on which I will be

o " — —_— .
minuting you separately.

Finally we nesd to have regard to the ability of
departments to absorb any increase for thesa grades

within existing running costs.

Depending upon the reaction, we may need to increase both offers
glightly in a second and final ocffer - but not by wvery much.

We also need to decide what to do about London Weighting. The
anions are about to sobmit as claim for current rates ko he_ﬁgggﬁlr
doubled; to £3,;000 in the inner zone. There clearly 1z a London (or
Sdﬁfﬁ Haat]’Eﬁgﬁ?Em, whiEﬁ-;E-EEEd to address. But our present
vehicle for doing so is LPAs, for the very good reason that they are
selective and avoid tﬁé gubstantial deadweight costs associated

=

— ! 3
with London Weighting. I do not think we should now abandon this

—
strategv. This would imply a fairly neutral offer on London
Weighting. Specifically, T propose an increase of 41 per cent to
£1,600 in the inner zone, with broadly similar increases elsewhere.
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I would propose to combine this with a promise to look again at the
situation before next vear, when we can see how LPAs are bedding
dowrn. I al=o ses advantages in making an offer on London Weighting

fairly guickly, at about the same+time as our response to the pay

claims, rather than wait as in previous years until after these

have been dealt with.

I am copying this letter to members of MISC 66 and to

Sir Bobin Butler.

M.L
24 March 19B8




10 DOWNING STREET
LONDON SW1A 1AA

From the Privale Secréfary 28 Mareh 1988

Neo, Ao,

CIVIL SERVICE PARY 1988

The Prime Minister and the Chancellor
earlier this afternoon discuseed the Chancellor's
minute of 24 March. In the light of that
discussion the Prime Minister agreed to the
opening offers proposed in the minute for
national pay scales, and to an offer on London
Weighting of an increase of 10 per cent.

I am copying thiz letter tao the Private
Secrataries of members of MISC 66 and to
Trevor Woolley (Cabinet Office).

)
P

(PAUL GRAY)

Alax Allan, Esg..
HM Treasury.

CONFIDENTIAL AND PERSONAL




From THE RigeT HoNoOURABLE ‘I'HE LorD MAcCKAY oF CLASHEFERN ~
HousE oF LORDS,

LONDON SWIA 0PW

MANAGEMENT IN CONFIDERCE

25 March 1988

The Rt Hon Peter Brooke MP
The Paymaster General

HM Treasury

Parliament Street

LONDOMN SW1P 3AG

%FWW, .

LAWYERS PAY & o ]

I have seen your letter of 18 MarcH about the prupﬂaed-incrnﬂsgs
in pay for lawyers.

I am sure that the package of measures proposed represents the
best way to take this matter forward and I accordingly support
the proposals. As you know, I have always favourad the
assimilation of lawyers into a pay spine and by incorporating the
increases into a general settlement for grades 5-7, some of the
particular problems which might otherwise have been experienced
in my Department, where lawyers and administrators can often hold
the sama jobs, may be avoided. I also welcome the emphasis
placed upon performance related increments.

Whilst I apprecliate the particular problems experienced by David
Toung in respect of grade 5s, we do not experience any particular
difficulties in retaining good lawyers at this grade and I would
not therefore think it necessary myself to provide a more
favourable package than is proposed hare. This is certainly a
question that should be considered further in the light of the
Andrews Report, once completed, but for my interests, I would not
consider an interim report to be necessary. It would al=oc ba
helpful to know what is proposed for the grade of SLA. We have a
number of able lawyers in that grade in my Department, whom it
has not so far proved possibla to regrade to 6 in splte of their
recognised merit. It would be most important to ensure that they
were not prejudiced by a settlement of this sort.

I am copying this letter to the reciplents of yours.

)

A e






the department for Enterprise

Re. Hon. Lord Y l:lfl‘.'ir.lﬂ]nm
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Rt Hon Peter Brooke MP Department of
The Paymaster General Trade and Industry

HM Treasury 1-19 Vicsoria Sreet
Parliament Street Londos SW1H OET
LONDON SW1P 3AG Seritchboard
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231 March 1988
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LAWYERS' PAY

You copied to me your letter of 18 March on lawyers' pay; I !Eq b
have also seen Patrick Mayhew's reply to you of 22 March.— + 1

The proposed increases are helpful on the concerns which I
have about lawyers' pay, as far as the recruitment grades (ie

up to Grade 6) are concerned. We shall have to see in the
market place whether they enable the Government Legal Service
to attract and hold the people we require.

But like Patrick I am concerned that your proposals do not do
enough at the Grade 5 leavel for lawyers in London. I
amphasised my concern about these people in my letter of

21 December 1987 to John Major. 1In a Department like mine
they are the people with experience and management ability who
hold the show together. Our overall losses at Grade 5 and
above from all causes have amounted to half ocur staff at these
levels in just over 3 years. This has been a serious drain of
exparience and I should be most concerned at any further
losses. Your proposals will, however, give less by way of an
increase to the Grade 53 than to the Grade 6s5. And while the
Grade 6 and below received a London lawyers' allowance last
year, the Grade 55 have so far had nothing to recognise that
they have skills and experience in demand in a buoyant market
outside. This is not the right signal to give them a strong
wish to stay with us, against the large rewards in the private
sector that have caused a number already to leave us,.

For these reagsons 1 consider that we should ask

Sir Robert Andrew to give us a very early interim report of
his views on the pay appropriate for Grade 5 lawyers in

i

fmitiadfva




du

the deparcment for Enterprise

London. On this basis I would be prepared not to prass
further my proposal for my Grade 5 lawyers at this time,
though I must reserve the right to return to it if it should
appear that we are likely to suffer further losses at this

level. We simply must have the lawyers we need to do the job;
as I have said in earlier correspondence, I do not believe

that adequate pay for them puts the Government's pay policy
generally at risk.

1 am copying this letter to the Prime Minister, the
Lord Chancellor, the Foreign Secretary, the Home Secretary,
the Attorney General and to Sir Robin Butler.

-n.ﬂf#;’

ntarpTrise

imitigtive
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LONDON, WC2A 2LL
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MANAGEMENT IN CONFIDENCE

Faymaster General
At Hon Feter Brooke MI

H M Treasury - ﬁ\J{g A
Farliament Strest P

London SWI1P 3AG :
HI ‘ g
L-'-L-ti

22 March 109434

U
daer—Tolrw:

Thank vou Tor vour most helpful letter of 18 March.

I sgres that ths proposed Ineresses go & 2 long way o meeting the
conoarns which 1 expressed. . zome doubtz az to whether the
proposed inoreases For Orade ° ; gspeclally in Londeon, are
adequate but am aonteant Eo se2e this matter and indeed the pay of obther
Orades examined by Sir Robert Andrew. We will need to take anothar 1ok
at lavwyers' pay in the light of any recommendations he makes.
very much hope that wyour discussions with the

ol S L = Wad =

contluded., It is most important for recruitment: and

new pay 3scales are promulgated and Implemented

In pardagraph 8 of your letber vou refer Lo commitments from
about the Iimplementation of cCchanges as & result of &
inapecticn. The DPP will be qulte willing Lo discuss this mattep

you, once he knows the full results of the inspection.

[ note what you say sbout running eosts, but I do not exclude the

possibility that certain Departments, and particularly the CPS, may not

E

MANAGEMENT IN CONFIDENCE




MARAGEMENT 1IN CONFIDENCE

gble to fund this increase within the existing limits. Az you said

yaur letter of 17 Déecember, we must deal with such special problems

and when they arisa.

I em copying thiz lefber to the Prime Minlster, the Lord Chanceller, the

-

Foreign Bacretary, the Home Secretery, the Secretary aof State F

for Trade
and Lndustry and £ Sir Reobin Butler.

J

L,
!
L e, LA -

P
i
i F A

S - ¥ el
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Treasury Chambers, Parliament Street, SWIP 3AG
O1=-270 3000
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FRIME MINISTER

¥You will wish to know that I have just approved an agreement with
the Civil Service Union covering some 17,000 staff in the so-called
office support grades. These grades, which comprise porters,
messengers, paper keepers, cleaners and the 1like, have been
substantially reduced in numbers by contracting out, and the new

agreement is both a r"-_=,-5pﬂn5e to the competition from contracting
out and an acceptance that continuing competition from the private

gector is something that the Union will have to liwve with.

=

The agreement involves resktructuring these grades into 5 bands and
removing all demarcation Elnes Eetween them. It will make Eor a
much more efficient service and over time will enable Departments
to make useful savings. It is not a "Flexible Pay"™ agreement like
the IPCS and IRSF agreements (it does not include arrangaments for
long term pay determination), buot it will provide wvaluable

operational flexibility and it commits the Union to cooperating in

all aspects of change in the management of the Civil Service -

including the use of outside contractors.

The pay increases which will be associlated with it are as follows:

around 3 per cent from 1 January 1988;

around 64 per cent from 1 April 1988 (which will subsume
the 1988 pay settlement for the grades concerned);




a little less than 2 per cent from 1 January 1989; and
a further 1} per cent on average from 1 Januarcy 1990.

These are substantial increases, but the management benefits will
alsc be substantial and Departments are prepared to absorb the
costs within their running cost limits. The deal honours a
commitment which we gave to the CSU at the time of the April 1987
pay offer, on the basis of which they accepted 4% per cent (the

first union to do so) and stayed ount of the 1987 industrial action.
It will also have the effect of taking these staff out of the 1988

pay bargaining so that they will become a moderating influence on
the new union - the NUCPS - into which they are about to merge with

the Society of Civil and Public Servants.

All in 2ll I believe this is a good deal and represents a useful
carrying forward of our policies for improving the efficiency of
the Civil Service. It will not prejudice the possibility of moving
to a long term pay agreement for the NUCPS as a whole as and when
they are ready for it.

I propose to announce the agreement on Friday 11 December.
4
xﬁ_h_,_
NIGEL LAWSOR
9 December 1987
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From the Private Secrefary 27 November 1987
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CIVIL SERVICE PAY AND MANAGEMENT -
INLAND REVEHUE STAFF

The Prime Minister has seen the Chancelleor's
minute of 23 November reporting the agreement
reached with the Inland Revenue S5taff Federation,
which she read without comment.

I am copying this letter to Eleanoxr
Goodison (Office of the Minister for the
Civil Service) and Trevor Weolley (Cabinet
DEfice).

N2y

{D.R. WORGROVE)

Jonathan Taylor, Esg..
HM Traasnry.

CONFIDENTIAL
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PRIME MINISTER hbw 2¢ Wovember 1987
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CIVIL SERVICE PAY AND MANAGEMENT - INLAND REVENUE STAFF

The Chancellor has minuted you about the provisional
agreement on the long term pay arrangements he has just
reached with the Inland Revenue Staff Federation (IRSF).
In essence, this involves a new, more flexible pay system
and a numbar of financially worthwhile management changes

in return for pay increases.

Background

Inland Revenue are experiencing a wastage rate of 13%-15% 1in
key tax gathering grades in the London area. This is high
in view of the cost of training new recruits who then become
highly marketable to outside employers. Backlogs of
nnaggessed tax have built up which the Revenue hawve not

baen able to clear becaose of a long standing dispute about
avertime with the IRSF. Similarly, the Revenue has not been
able to implement changes proposed in the Matthews report,
which save at least £6m a year by cascading work to more

junior staff.
The Deal

The proposed deal would address these problems. It isg
modelled on the settlement agreed with the IPCS some nine
months ago but with additional benefits. It involves:

1. Pay increases. There will be a 4% increase in pay on
1 April 1988. Existing pay scales will be replaced by a
single pay 'spine' on 1 October 1588, giving further
increases on average of 5%. A further increase of half
a spine point will be paid from 1 April 1989, worth 3%.
Tha cost of the settlement is 64% in 1988/89 and 5%% in
1989/90.
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A Megaw style long term pay agreement. There will be

provision for periodic surveys of pay levels but annnal
settlements will be constrained within the inter-
guartile range of outside pay settlements. The
Government will be able to override this constraint in
exceptional circomstances. The first levels survey will
be in 1989 in time to influence the settlement doe on

1 August 1989, which will becoma the new annual date,
Exceptionally, the 1989 settlement will be unconstrained
and will have to be met within running cost limits.

There will be provision for management to introduce
performance related and geographically differentiated

pay rates. The new system enables managament to move
groups of staff op the pay spine without having to move
21l staff in the grade ap it.

The unions will agree to cooperate with a number of cost
saving management changes. They will accept the changes

proposed in the Matthews REeport with deliverable savings
of at least €2m in 1988/89%9 and E6m in 1989/90, equivalent
to 4% and 1.25% off the pay bill respectively. They

will agree to overtime working at management discretion.
They have also accepted new grading guidance which

should enable some posts to be down-graded. Increases

of 2% on 1 January for executive staff already

negotiated will be foregone, although the staff

concerned will eventually get somewhat larger pay
increases ander this settlement.

The deal effectively buys two years' industrial peace at
a time when the Chancellor may have to rely on the
Revenue to implement tax changes.




Assessment

The Inland Revenue's staffing problems nead to be tackled.
tUnless this is to be prohibitively expensive, it must be
done by introducing more flexible pay systems. The Revenue
need to be able to match pay rates offered by competing
employers in areas where there are staif shortages and to be
able to pay more to retain good guality staff. The deal
gives them this Flexibility as well as the other desirble
management changes.

The key issue is whether these and the other benefits are
worth the cost. Net of the Matthews savings, this amounts
to §% on the pay bill in 19B88/89 and 4.75% in 1989/90.

Thege savings are deliverable and will be met within a
running costs limit in 1988/8% which is 6% higher than the
1987788 limit. Average settlements in the non-manufacturing
private sector are currently running at about 6.25%.

Conclusion

We recommend that you endorse the Chancellor's proposal.

T+ will enable Inland Revenue to tackle their staffing
problems in London and the Scuth East and secure obher
desirable management changes. It will enable more tax to be
gathered and giwe the Chanceller a period of staff
co-operation when he will, possibly, ba implementing tax
changes. It represents good value for money, not least when
measured against the extra tax raised.

Pet ey Steddiv

PETER STREDDER
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Treasury Chambers. Parliament Street, SWIP 3AG N
Ol-270 3000

PRTME MIMISTER

CIVIL SERVICE PAY AND MANAGEMENT - INLAND REVENUE STAFF

I am pleased to be able to let you know that we have just
reached a provisional Agreement with the Inland Revenue Staff

——— —
Federation [(IRSF) on an important package of changes affecting

management, pay structure and pay determination covering the
bulk of Inland Revenue staff - some 60,000 in all.

What it does, in brief, is bring together a number of highly
desirable managerial changes within the Inland Revenue coupled
with a new "spinal® pay system, which makes provision for
performance and other flexibilities. " This is coupled with a
longer-term pay determination system based on the Megaw
approach which we endorsed in principle in 1982.

The cost in 1988-89 amount to about EI per cent on the pay
bill, although the year-on-year increase® for some grades will

be rather h%gggr than this. For the longer-term, the cost is
most onlil o be more then we would have to pay under the

existing bargaining system. In return we get wvaluaable

management changes and a more sensible and better directed pay

BEkructure.

The agreement also effectively setbles pay negotiations with

the IRSP for the next two years: it provides for specifie
transitional steps over the next eighteen months as staffl are

moved onto the new pay "spine™; and the first raview of the
pay levels on the spine will not be until Angust 198%. Peace
with the IRSF is a valuable prize, at a time when part of the

rest of the Civil Service is still volatile.
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Thizs deal has muoch in common with that which we entered into
with the Institute of Professional Civil Servants (IPCS)] some

9 months ago. I believe it is the way we should aim to go for

the future. Some other Civil Service groups are already

interested, including in particular the very important Grades
4 to 7 — the middle to senior management grades - where it is
important to introduce a more structured but flexible system,
including in particular a durable and credible arrangement for
rewarding the better performers.

1 am copying this minute to Richard Luce and to 5ir Robert
Armstrong.

H.L.
23 November 1987
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Treasury Chambers. Parliament Street, SWIP 3AG

The Bt Hon Lord Young of Graffham PC

Secretary of State

Department of Trade and Industry

1-19 victoria Street ) 3

LONDON SW1H OET N IT September 1987

“Deor Lesd “hyTjI

GOVERNMENT COMPUTER SYSTEMS: VULNERABILITY TO INDUSTRIAL ACTION
Thank you for your letter of 2 September to Higel Lawson.

Departments have already been asked this year te review their
contingency arrangements in the event of industrial action.
Nonetheless, I am happy for a group to be set up as you suggest,
and am asking my officials to take the lead in organising this.

I am copying this letter to the Prime Minister and 5ir Robert
Armstrong.

- ] u-\.-l"_".L-rl'.J.
'?IEPLHF' ] j

“TDetoalt. Lu~cy,

PETER BROOEE
Py

(Approved by the Paymaster
General and signed in
his absence)







RAT.T9 CONFIDERTIAL

|.lf|‘-ﬂ-h_.
®

Treasury Chambers, Parliament Street. SWIP 3AG
O1-27T0 30000

11 September 1987

David MNorgrove Esg
10 Downing Street
LONDOX

SW1

Dear Dand,

CIVIL SERVICE PAY

I regret that the industrial correspondent of the Mail on
Sunday has acguired a copy of the Chancellor's minute of
18 June to the Prime Minister on Civil Service pay (copy
attached). He intends to run an exclusive story this Sunday,
focussing principally on the fact of the leak.

He claims to have received the copy from a "moderate”™ trade
union source, who in turn allegedly received 1t from a "left
wing® union source. There is nothing in the minute which has
not since become public knowledge, and the line the Treasury
Press Office will be taking is to say that the minute appears
genuine and that we deplore the leak, without commenting
further.

Tl

A C 5 ALLAN
Principal Private Secretary
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e $ A g

e | A

ol

i | # .r.:|
5 P wendd fem




Chief Secretary

Paymastar Genara

Sir P Middleton

Mr F E R Butler

Mr Anson

Mr FKemp

Mr Luce

Mr Chivers

Mr Gilhool
Treasury Chambers. Parliament Street. SWIP 3AG Me Truman :

01-270 3000 Mr Graham

Mra Harcop

Mr Woodall

Mr Cropper

PRIME MINISTER

CIVIL SERVICE PAY DISPUTE

Earlier this week the rwo Civil Service unions still in dispute
(the CPSA and the Society) approached my officials with suggesticns

far bringing an &nd to the current industrial action. We had
already made clear that there was no gquestion of incceasing the
basic offer, and the way through was to build on our earlier
suggestions for new pay structures and pay determination
acrangements. >Iome progress was made, at lsast with the CPSA; but
it then became clear that the price rthe unions were locking for was
too high, S0 that any such deal would have looked like a ¢limb-down
in the face of industrial action. My officials cemain in touch

with the unions but there is no agreement currently in sight,

The unions say that the {ndustrial action will continue. All=cut
strikes are planned for Thursday and Friday of this week in
Scotland ard the Norrh Fasge, for 25 and 26 Juna in London and the
Soukh Eask, and for 1 and 2 July in Wales and the North West, There
igs also likely to he a continvation of the selective and local
actions, Eor example at porks and computer centres. After the
present round of industrial action the unions will have to take
5tock: their options will be to call it all aoff, to ballot for a
further round of selective action, or to ballot for all-outk action;
the suggestions are that thay will go for all-out action, but will
amost certainly Ffail.

My wiew 1is that we should maintain the relatively low profile

stance which we have taken sSince the dispute began. It may be
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necessary for some particular measurss to be taken so that

service to the public can be maintained and important developments
can be kept on Erack. But that is something on which we shall have
to take individual decisions, depending on the circumstances. My
officials are in close touch with officials in other Depactments.

There are however two measures which T propose we should take now.
First, I think we should implement our pay offer. This will
undecline the fact that, so far as we are concerned, the pay side of
the dizpute is over and there ig ro more money to be had. It also
seams right for us to do this now: Lf we move Fast, most staff
should get their additional pay by the end of July. It is absurd
that the pay of 300,000 people, many of whom are not anicn memnbers
and many of whom voted against the industrial action, should be
held up just hecause some 70,000 people have voted for industrial
action. This will necessarily involve paying the incresases to tha
stcikers as well as the non-strikercs, but T think this has to be
acacepted.

The second move I propose is on the automatie check-off of union
dues. One further step - amendment of the Civil Service Code - is
necessary to put us in a position where, {f the {ndustrial action
does continue, we can 3top check-off with effactk from the end of
July. I propose that we now take that step, so that if in the
middle of July we are still in {ndustrial action wa have this

weapon ready to use if we so decide.

Subject to your wviews and the views of colleagues I propose to

instruoct my officials ko proceed accardingly on these two points.
¥ . : I

There are also outstanding issues on London Weighting and the
associated question of "geographical pay®, and on helping to deal
with recruitment and retention difficulties in London and tha South
Fast and other high cost areas. We have said publicly that we will

bring forward proposzals, but we have not so Far done so because of




CONFIDERTIAL

the continuation of the dispute, I shall clrculate a paper on

these topics shortly, which we can discuss at a future meeting of
MISC &6,

[ am copying this minute to the other members of the Cabiner, the
Paymaster General, the Minister of State (Privy Council Office) and
to Sir Robert Armstrong.

18 June 1987
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The Rt Hon Higel Lawson HFP

Chancellor of the Excheguer
HM Treasury
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CIVIL SERVICE PAY - LONDON AND THE SOUTH EAST 1 f"ﬁ

Thank vou for sending me a copy of your minute aﬁfaflugust to the
Prime Minister.

I andorse the principle undexrlying your proposals: the
introduction of geographical variations in Civil Service pay to
raflect local market forces. As to details of the scheme, I am
inclined to share the views Douglas Hurd expressed in his letter
of 24 August.

Copies of this go to the other members of the Cabinet, the
Paymastar General, the Minister of State (Privy Council Dffice)
and to Sir Robart Armstrong.

HICHOLAS RIDLEY

e in 1005 il ol
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SCOTTISH OFFICE
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The Rt Hon Nigel Lawson MP

Chancellor of the Exchequer

Treasury Chambers

Parliament Street

LONDON

SW1P 3AG ? September 1887
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CIVIL SERVICE PAY - LONDON AND THE SOUTH EAST

. . A
| have séen the comments of a number of colleagues on your minute of
3 Au t to the Prime Minister and the sccompanying Treasury paper
outlinMig a scheme of south east supplements and local pay additions.

I share the gehergl concern which has been expressed about the impact of
the scheme at the lavels of discretionary payments proposed; and I would
certainly endorse Kenneth Baker's comment that this should be carefully
monitored {rom the outset.

My main concern, however, is that we should look at all possible ways of
tackling the problems of recruitment, retention and quality of staff which
the statistics show to be such a problem in the south east. As I have
already indicated in my letter of 7 April, 1 am firmly of the view that we
nesd to consider further dispersal of government work as well as
solutions in terms of pay additions. I was for this reason interested in
the comments in John Moore's letter of 28 August.

A private sector firm, faced with the difficulties described in the
Treasury note, would undoubtedly be considering the scope for relocation
of some functions. Perhaps therefore the time has now come for us to
leok again at whether our present arrangements on dispersal could be
improved so as to give more stimulus to deparimenis o consider moving
to apeas with lower costs. The potential benefits from this would be felt
well beyond the narrow boundaries of Civil Service running costs.

[ am copying this letter to the Prime Minister, other members of the
Cabinet, the Paymaster General, the Minister of State (Privy Couneil
Dffice) and Sir Robert Armsirong.

sade]
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CIVIL SERVICE PAY - LONDON AND THE SOUTH EAST

Thank you for sending me a copy of your minute of 3 August to the
Prime Minister about salective pay additions for jumior staff in
London and the South East.

I waleoma these proposals, primarily because they embody the
important principle of geographical wvariation in Civil Sarvice pay,
but alsoc because of the degree of discretion which they permit
Departments in determining their pay budgets,

I note the doubts which some colleagues have expressed as to the
adeguacy of the maximum proposed for the SES; even at the E&0D
level suggested by the Prime Minister. While I have some sympathy
with this view, I think that we most also have regard to the

effect of this on Departmental running costs. In my view therefore
we should launch the scheme with a S5ES maximum of £600 and an
average of £300; but we should monitor it closely and, as your
paper suggests, be prepared to increase tha levels before the and
of the two-year period if experience suggests that this is neaded.

Copies of this letter go to other members of the Cabinet, the

Paymaster General, the Minister of State (Privy Council Office) and
to Sir Robert Armstrong. f

JFIACK LORD YOUNG OF GRAFFHAM
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7 September 1987

The Bt Hon Nigel Lawson MP
Chancellor of the Exchequer
HM Treasury

Farliament Street

LONDON

SWLP 3AG ~ W _
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GOVERNMENT COMPUTER SYSTEMS ; VULNERABILITY TO INDUSTRIAL ACTION

As you know, I am concerned that the implementation of our policies
should not be capable of being put at risk by the ability of the
public sector unions to disrupt Government business, including in
particular the Government's computer systems and communications
natwarks.

I know that much work is already being done to reduce vulnerability
by distributing our computing activities, building more resilient
computer and systems architectures, and by increasing use of
private sector facilities management. The introduction of the
Government Data MNetwork will mean that the control and operation of
this important data highway will be in private sector hands. On
the personnel front I understand that some consideration is being
given to the creation of a special Occupational Group for
Government computer systems developers and operators, which could
be accompanied by the introduction of a Mo Strike Agreement,

However, I suggest that we should at the beginning of this term of
office take stock of these and other developments relating to our
control over computer systems. While some Departments are well
advanced in this area, others are not. Building resilience and
reducing vulnerability requires Departments to have a strategy for
the development of appropriate architectures; and this may reguire
some willingness on our part to see the bringing forward of
axpenditure and commitment to a 5 or 10 year strategy for computers
and communications.

JEFBAOD
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I suggest, therefore, that we should ask Treasury and CCTA
officials, together with their colleagues in the Cabinet Civil
Contingencies Unit and my Department, to report on the state of
development of these systems in Government and to set out options
for ways in which we might further reduce our vulnerability to
industrial action.

I am copying this letter to the Prime Minister and to the Cabinet
Secretary.

LORD YOUNG OF GRAFFHAM
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CIVIL SERVICE PAY - LONDON AND THE SOUTH EAST

Thank you for sending me a copy of your minute of 3 Auglst to the
Prime Minister, whose response I have also seen on my return to the
office.

I welcome your proposals as a step in the right direction of varying
civil service pay selectively and under controlled discretion so as
to begin to tackle some of our most acute recruitment and retention
difficulties. I agree with the Prime Minister's proposed increases
to the South East Supplement; and believe that, as we gain
experience through this scheme in targetting available resources
onto particular areas, indeed in my case onto particular offices
within a given area, we shall be able to consider individual sums of
money that will have a significant impact on the most acute of our
recruitment and retention difficulties. To illustrate my point in
my Department, there are over 90 offices (out of 490) with serious
recruitment and retention difficulties but a relatively small number
- perhaps 25 or so - of real blackspots, predominantly in London and
parts of the Midlands. I am very much seized of my need to tackle
the problems of these offices where it iz almost impossible at
present to provide a decent service to our customers.




At the same time I believe I must seek to solve these acute prcrl!mE
in other ways. I am therefore setting up two urgent studies to
establish how I can relocate Headgquarters work away from London and
the South East as part of my Headguarters accommodation strategy
which includes our move to Richmond Terrace at the turn of the year;
and social security work which does not have to be done in those
local offices which are particularly difficult to staff. “Tthese
studies will help me implement our policy of putting work where it
can be done more effectively and at lower cost to the taxpayer.

Finally I have noted with interest your correspondence with

George Younger about comparisons between civil service pay and
earnings elsewhere. 1 agree that recruitment, retention and
motivation of our staff should be our guide, as good employers, to
what we pay them, and that we cannot pay what we cannot afford. But
if we are to avoid the arguments being circular we have to pay our
gstaff at levels which attract, retain and motivate the gquality as
wall as the quantity of staff we need to perform the tasks we set
them, Both George and I as major employers are having general as
well as particular difficulties in this respect. Whether we shall
be able to absorb the costs of your scheme in future and to make
further progress will depend both on the improved efficiency that
=an be brought about by attracting and retaining the right skill
lavels and on the nature of the running coste ragime we eventually
agrea.

I am copying this letter to the Prime Minister and other members of
the Cabinet, and to Sir Robert Armstrong.
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CIVIL SERVICE PAY = LONDON-AND THE SOUTH EAST

Your minute of 3 Augusk ko the Prime Minister proposed selective pay
additions to counter reccultment and retention problens anong junior staff
in London and the South Eask. Clearly there is a problem which needs to be
tackled but even with the increased levels of payment suggested by the
Prime Minister I doubt whether the measures proposed will provide more than
a short term alleviation. There are also difficulties inherent in the
scheme. PFor instance, the lower middle manager in London and the South
East might see his salacy lead for carcying the responsibility of
management being eroded by the payment of supplements bo junior and iless
experienced staff.

As you say, there should be no real industrial relations problem with the
introduction of the selective supplements. However, there would be a
strong reaction if in the future Civil Service staff in the reglons were
given lower increases to pay for higher increases for thase in the South
East. Whilst in theory such a divergence in pay rates in the Civil Service
might encourage a movement of Ciwvil Service work to the lower cost regions,
we do not, as Malcolm Rifkind pointed out in his letter of 7 April, have a
mechaniem for allowing the longer term savings from dispersal to be set
against the higher short term costs.

Like Kenneth Baker, I believe that this experiement should be evaluated
carefully to see if it is having the desired impact on recruitment and
retention without adverse effects on other grades or on areas falling
outside the boundary.

I am copying this letter to the other members of the Cabinet, the Faymaster
General , the Minister of State (Privy Council COffice) and to Sir Fobert
Armstrong.

The Rt Hon Nigel Lawson MP
Chancellor of the BExchegquer
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QUEEN ANNE'S GATE LONDON SWIH QAT
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Thank you for sending me a copy of your minute of H!iggust ol
the Prime Minister about geographical variation in non-imflustrial
civil service pay.

1 agrea that gecgraphical pay variation is neaded to respond
to local market forces, and therefore welcome the direction of
your proposals. But I doubt whether the amounts envisaged are
large enough to make a significant impact on the problems of
recruitment and retention, particularly in London and the South
East. The requirement to find the cost from within existing
running costs limit will also be a8 major constraint for us.

Cur judgment is that payments of up to E1,000 a year may be
needed if we are to compete effectively in the jobs market, with
new money to fund them. I hope that this turns ocut to be too
pessimistic an assessment, because, if the levels are pitched toco
low, the expenditure on the scheme both on the supplements
themselves and the administration of it could be wasted.

Copies of this letter go to the recipients of your minute.

k &
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The Rt Hon Higel Lawson, MP
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PETER LILLEY
i Bugust 1987

PRIME MINISTER

CIVIL SERVICE PAY - LONDON AND THE SOUTH EAST

In the Chancellor's absence, I am writing to say that we are content
with the adjustments you suggest to the proposals outlined in his

mintte of 3 Aungust.

Departments remain free to participate in the scheme or not as
they so choose, but I am sure that the Chancellor would wish me
to remind colleagues that the cost of the schema must be contained
within the existing running cost limits and that "new money" will

not be provided.

I am copying this minute to the members of the Cabinet, and the
Paymaster General, the Minister of State (Privy Couneil Office)

and Sir Robert Armstrong.

FETER LILLEY

CONFIDENTIAL
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FRIME MINISTER

CIVIL SERVICE PAY - LONDON AND THE S0UTH

I have seen Migel Lawson's minute to yvou of Aigust enclosing

a paper on geographical pay variation in the Civil Service,

I welcome the proposed scheme set gut in the paper. Althouagh
__.-__ -

ithe proposed payments of up to £500 will not fully solve the

problems, I believe that they would be of use in my Department

in retaining trained staff and may help to ease recruitment

problems.

I would suggest that the scheme be monitored closely from the
start to assess its impact, in addition to a full review after

an initial two-year period.

While I note that the proposed scheme will have to be contained

within existing provision, it will place an additional strain

on running costs, In particular, smaller Departments may find
e

themselves at a disadvantage because of the lack of flexibility
in their budgets., This aspect will need to be included in the

monitoring.

I am copving this minute to the other members of the Cabinet,
the Faymaster General, the Minister of S5tate (FPrivy Council
Office) and to Sir Robert Armstrong.

L,

KB [2. fagust 1987

Department of Education and Science
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Foreizn and Commonwealth Cffice

London SWI1A 2AH
12 August 1987

Nbon.

From The Miniscer of Seace

-ILLJ }Tfjlj‘

CIVIL SERVICE PAY - LONDON AND THE SQUTH-BAST

In Gapffrey Howa's absence I hava seen a copy of
your minute of 3 3:;9&% to the Prime Minister and the
accompanying Treadufy note about Scuth-East Supplements
{SES). I have also seen a copy of Marxk Addison's letter
of 10 augfist to your Private Secratary outlining the
Prime Minister's wviews.

We support the arguments in favour of geographical
pay and welcome these proposals as a way to help address
the problem of recruitment and retention of junior staff.
We also agree that a maximuom supplement of £600 and an
average payment of £300 would increase the effectiveness

of the schema&.

The Treasury note acknowledges the difficulties of
Departments, such.as the FCO,which are based in Central
London. We therefore welcome the greater flexibility
offered to Departments in paragraph 10 of your note. To
make the scheme effective however, we may well have to pay
the maximum Ffor all staff in the relevant grades and the
DS Wing could not accommodate such payments within
exisitng running cost limits without cutting other
activities. The problem therafors for central
departments such as ours will not go away and
Gaoffrey Howe may want to revert to this after his return
from leave. The ODA face a similarly acute problem, as
they have wirtually no staff in areas which will not
gualify for SES or local pay additions. Increased
running costs will also arise from the extra staff
reguired top administer these payments.

/In

The Rt Hon Nigel Lawson MP
Chancesllor of the Excheguer
Her Majesty's Treasury
Parliament Street

LOKDON SW1P 3aG

CONFIDENTLAL




In his minnte of 15 April, Geoffrey Howe also
referred to this year's London Weighting negotiations.
As you know, all FCO staff face particular difficultiss
from the reguirement to live in the South-Bast, noct just
the grades eligible for S5ES5. The pattern of postings
means that DS Officers cannot purchase accommcdation at
the most advantageocus times and their spouses often have
ta give up their careers. The 0ODA, with part aof their
headquarters in East Kilbride, are finding it almost
impossible to persuade staff to make career developmant
moves to London. High payments for private sector staff
working in London have highlighted this problem. We look
forward to hearing from you about London Weighting.

I am copying this letter to the recipients of yours.

Y

A, S

THE LORD GLENARTHUR

CONFIDENTIAL
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1O DOWNING STREET
LONDON SW1A 24A

rrom the Private E._r-_'.l'e-'r'jr_p 10 'H'""g""!'-' £ 198 7

CIVIL SERVICE PAY

The Prime Minister has seen the Chancellor's minute of
3 RBugust, 5She is in broad terms content with the schems
proposed, She has however commented that the suggested
maximuam for the Sguth Bast supplement of E500 per annum, with
the average payment in the zone not normally exceading £200,
may pubt heavy constraints on the scheme and may reduce its
effectivenass and advarsely affect the welcome it i3 given.
She has suggested alternative limits of €600 and €300
respectivaly.

[ am copylng this letbter to the Private Secretaries to
other members of the Cabinet, Simon Judge (Paymaster General's

OEfice), Michael Stark (Mr. Luce's Office) and Trevor Woollay
{Cabinat Office).

| ;
Ma (*

el ¢

(M.E. ADDISOM]

Alex Allan, Esg.;
HM Treasury.

CONFIDENTIAL




FRIME MINISTER 6 August 1987

CIVIL SERVICE PAY - LONDON AND THE SOUTH EAST

The Chancellor has minuted you about the approach he intends
to adopt to introducing greater geographical wvariation in
Civil Service pay. In essence his proposals involwve
additional pay increases for junior staff in those local

——
offices in London and the South Bast, and elsewhere, where

thera are recrulitment and retention difficulties. The

payments would be up to €500 a yeafrin London and the Scuth

Bast and £400 a wear elsewhere and would be limited to an

avarage of E200 for the aligible groups of staff. In
addition, London Weighting would be increased In line with

the general pay settlement, ie by €62 a year.

This is a welcome but modest first step in taking more
account of the labour market when determining Civil Service

pay. On its own, it may not have much of an impact since it

e

goes only part of the way to close the gap between Ciwvil
e —

Service salaries and those outside. For example, some

ragearch by the Treasury in Reading suggested that competing
amployars were paying about €£€2,000 a year more for staff in
these grades whilst the clearing banks have recently
increased their inner London Weighting allowance to £3,000 a
year (compared to a maximum of £2,029 under these prﬁEEEEEE]
on top of a general pay incr&aﬂe_ﬁ?_ii:gﬁ: But Lf this
approach is repeated in the next two or three pay
settlements it should be possible to make a subatantial

impact.

The main reason the Treasury is not able te do more in the
current pay settlement is that so much was pre-empted in

national pay increases. Yet in most places outside the
e —

South East the Civil SBervice faces few recruitment and
retention difficulties. HNext year we should aim to use less




of the available money for the national settlement so that

more can be used selectively.
Conclusion

We welcome the Chancellor's small step to introducing
greater geographical flexibllity in Civil Service pay. It
helps to establish the principal that pay rates should be
linked to market conditions and to bring home to Departments

the high costs of operating in London. In next year's pay

sattlement we should aim to use more of the avallable money
for such selective increases.

Fet.er

PETER 5TREDDER
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PRIME MINISTER

FCO

The FCO 18 not yvour favourite arganisation, and with
reason. Its institutional ethos and instinctive reactions are
caution, hesitation and compromise. While any of these are
occasionally wise, they have become permanent hallmarks. The

—t
FCO has been slower than some other parts of government, let

national confidence which you hawve instilled.

o

S

But there 1s more to it than built-in tendency to dithear.
Morale overall in the Diplomatic Service is low. This is

—l_-_-'-_._."_._ -

probably not very evident to you, because people are on their
mettle when you sees them, and anyway a high proportion of
thosae whom you meet are the better ones. The main factor in

low morale is that much of the world 1s getting nastier,

dirtier and more dangerous. Service in an increasing number

e —— e

of posts has, particularly for thoze with young children,
fewer and fewer advantages and rewards, I am not talking here

s0 much about Ambassadors, who on the whole do very nicely,
but about the run-of-the-mill diplomatic service members,

Added to that 13 the gruﬁfng problem of the working uiu;;, who

are more and more reluctant to give up their Jobs to go and

't a._._--—l'—-'
serve in dangerous and disagreeable places.

There is a very fair argument that says that people join
the Diplomatic Service with their =yes open, thay know the
risks and unpleasantnesses that may be in store as well as the
many advantages (all the attractive postings, the Ambassadors’
residences and so on) and are motivated by a sense of service,
That is true. But aven so I think that matters have reached a

point where some action, of a really gquite modest sort, ig
Teeded to improve conditions for people serving in the less

I
pleasant posts, I would suggest as examples:

—




PERSONAL
Sy

small medical centres in Africa - a doctor and nurse

~bnly parhaps - to provide basic health care where

“Ehe local medical infrastructure is collapsing and

there is a sarious AIDS risk;
— R

increases in the so-called Difficult Post Allowance

to improve compensation for danger, squalor and
\/I/"—-_.. L . e =
general difficulty of life in unpleasant postsj

{c}l,Pﬂreather visits' from a few particularly nasty
-

posts e.g. from Kampala to Kenya, from Beirut to
—_———

i et
Cyprus, from Eabul to New Delhi;

T

thL,méfe leave journeys to maintain family ties with

children or ageing parents. (A proposal to
introduce this for a few distant posts last year,
where the normal length of tour without home leave
is two-and-a-half years, and which would have cost
£82,000, was rejected by the Treasury.);

an additional children's concessionary journey - at

present only one a year - for university age

children for family reunion:

i

(f) some financial recognition of the fact that the

Diplomatic Bervice, with a world-wide career-long

mobility obligation, are in a different position

from their home civil service colleagues.

You may ask why this cannot just be done by the PCO
L —
Finding the relatively small amounts of money by switching
from less high-priority areas. The FCO would argue that they

are now so pressed financially that they cannot find the
resources. Another reason is that the Treasury refuse to
allow some improvements which are specific to the Diplomatic

e s e,
Sarvice on the grounds that they would have repercussions for

Lt e il e
the public service as a whole. But I really do not think this

"
. -

is a valid argument. Home civil servants only go abroad when
and where they please, and then the vast majority only to
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comfortable posts or bases with good facilities,

Youhave done a very great deal for the Diplomatic Service
recently: helping over the Overseas Risen Costs problem,
additional security for Embassies particularly at risk, your
concern with maintaining a high standard of Ambassadors’'
residences. These have been wery much appreciated. Purther
improvements clearly cannot have a very high priority,
particularly at a time when public spending is under
particular pressure. But as the PES round gets under way, you
may Jjust like to have the points above in mind in case there
Are opportunities to implement some of them. All the
improvements which I have mentioned would not cost more than
£3% million a year.

&Y

CHARLES POWELL

3 August 1987
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CIVIL SERVICE PAY - LONDON AMD THE SOUTH EAST i — 2
Claellen Sthans -

HEn 7/¥
Earlier this year we discussed in MISC €6 the problems of Civil
Service recrultment and retention in the South East and in other
high cost areas, and the related desirability of getting more
geographical variation into Civil Service pay. PFPurther work has
now been done by officials, and the attached note by the Treasury
gummacises the scheme now proposed: a system of selective and

discretionary additions to pay in areas where recruitment or

refention is particunlarly difficult.

—_— —

This seems to me the right way forward. A selective and
discretionary scheme will provide the flexibility needed to tackle
the most pressing problems, without the deadweight associated with
measures such as an across-the-board increase in London Weighting.
The new scheme will cost some money, which Departments will have to
fund from their running costs. But I hope that very little Iif any

cost will fall in this financial year, and I want toc devise an

approach which gives Departments a choice abouot how much they
should spend.

This scheme will be an important step in helping to tilt the pay
system over time in the direction of those areas - geography, merit
and skill - where mora money is needed. The unions are unlikely to
welcome it, but in the aftermath of the strike, and handled

—

properly, I do not foresee major problems. In any case, doing

—— ——— =

nothing is not an option, if only hﬁﬁgﬂ?é of the need to conclude
= TR Y : ! e —
this year's negotiations over London Weighting.

—




CONFIDENTIAL

I propose, therefore, that my officials should now take steps to
get the scheme introduced, in association with Departments and with
the Civil Service uniens. T should emphasise that it is something
of an experiment, and how it will work remains to be seen. But I am

sure it is a path we should go down.

I am copying this minute to the other members of the Cabinet, the
Paymaster General, the Minister of State [Privy Council Office) and

to Bir Robert Armstrong.

‘fﬂ::

H.L.
3 August 1987




GEOGRAPHICAL VARIATIONS IN THE PAY OF THE
HWON INDUSTRIAL CIVIL SERVICE

Note by HM Treasury

[ A Treasury-chaired Working Party was set up in November for
two main reasons: the increasing concern of Ministers abeout the

effect of national pay rates on the economy as a whole; and the

practical problems of recruiting and retaining civil servants of

—————

adeguate calibre in some parts of the country. The Working Party

——

focussed on the managerial aspects and reparted_lﬁhfebruary,

2. The evidence collected by the Working Party confirmed the
geographical imbalance. Most vacancies can be filled, but in some
places only with staff who are of a barely acceptable ecalibre,
and after considerable time and effort. The same places tend to
have relatively high resignation rates. There is no doubt that
very high rates of turnover, and inexperienced and low calibre
staff, lead to costs and inefficiencies. On the other hand there
are arseas where there are few resignations and embarrassingly large
numbers of well-gqualified applicants for the wacancies which do

Arise.

3. The problem areas are mainly in London and parts of the
South East of England, but there are localised porckets elsewhere.
SQEE_"EEQEE__EH the South East, such as Eéading,__%ace difficulties
as severe as in the worst parts of London; Eﬁt other parte of the
south East have fewer problems than in pockets elsewhere in the
country. Even within one area, there are variations between
departments and, indeed, between particular offices. However, the
proeblem in London and parts of the South East is a consistent theme.
The reasons are a complex mix, and pay is certainly not the whole
story; but the Working Party agreed that the evidence on recruitment

and retention was strong enough to justify paying relatively more

—— -_———————

in the problem areas.

— —

4. Twe new types of payment were recommended: the South East

Supplement, and Local Pay Additione. The former would be payable
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‘in a new gzona, wvery roughly a few miles beyond the M25 but with

—

e:r_tensiﬂ_:'._s._ Enng the M3 ap_:_:l__!fﬂ: andﬂ_t,he latter in the rest of the

country. Both would be additions to existing salaries and, where
appropriate, to London Weighting, and would mainly apply to
relatively junior staff, in particular the clerical and secretarial
grades and Executive Officers.

. Because of the very localised nature of socme of the problems,
individual departments would be able to decide how much to pay

in different places, subject to Tresasury approval, and according
to cmmmurt_igfgﬁrla This approach also helps to contain the cost,
which must be found from existing running costs limits. The suggested
maximum for the South East EUPplemﬂnt is £500 pa, with the a_=53ge
payment in the zone not nﬂmall';' exceading E200: in the rest of
the country the maximum would be {iﬂﬂ; Proposals to make either
type of payment would have to be Jjustified on recruitment and

retention grounds.

6. Howewer, this discretionary approach carries the risk of
industrial trouble as staff are not used to the idea that people
of the same grade and seniority will not necessarily receive exactly
the same pay, even if they work in the same town. Careful handling
would be needed, and departments would have to kesp in close touch
at local level. At present there appears to be surprisingly little
contact between departments at local level, and it would therefore
be necessary to set up a network of "lead departments® who would
liaise with other departments with local offices about proposals
to pay a South East Supplement or Local Pay Addition. Cases of
disagreement would be referred to the Treasury. In time, the
"lead departments"® might take on a wider role, certainly in
improving communication between departments at local level and
possibly in arranging joint action eg on recruitment exercises.

T Since the Working Party reported there has been further work
by officials. This included a "dry run" of how the scheme would
work across the UK for six departments; and, for more departments,
in four places - Greenwich, Cambridge, Guildford and Glasgow. A
number of Ministers also wrote with comments. The upshot of this

work is that there is general agreement that the proposed scheme




.is feasible, but three major points emerged: the gquestion of how
much money should be available; the industrial relations dimension:
and the bureaucracy inveolved. Each is discuessed below,

Level of Payment

B. Some departments have argued that £500 is not enough to tackle
their problems of recruitment and retention in parts of the
South East as competing employers are paying at least £1000 more
than current civil seruicé rates., If the payments had no effect
::_:1 easing the problem, the mane:.r_' would be wasted. On the other
—_—
hand, there should be a psycheclogical effect from giving something,
and £500 is a significant addition to the salary of an AOD. There
is also the guestion of whether departments could afford more out
of their running costs. The scheme would be experimental and the

results closely monitored; Ministers could, if they so wished,

decide to increase the maximum payments during the two years for
which the scheme would run, in the light of experience.

9. The £200 average limit in the South East also causes problems
for some departments. In particular, those with only a headguarters
office in central Londen have argued that they would effectively
be limited to £200 a head, as it would be difficult teo treat staff

in the same office on a different basis. Yet a department with
arn office next door, but alee offices scattered around the
South Bast, might well pay an extra E£500 a head in central London,
while keeping within the E£200 average. The Department of Employment
have raised a slightly different point. They, like many departments,
want to focus on AOs - but they have a wvery high proportion of
their staff at this 1level. So their room for manceuvre is more

limited than departments with a more even spread of grades.

10. The Treasury's view is that both figures should continue,
but that there might be some slight flexibility on the £200 to
deal with exceptional circumstances. Any such case would, however,
have to be approved specifically by the Treasury. There would be
no flexibility on the £500 (except for the secretarial group in
Inner London, who already receive £400 as a SPA and would be entitled

to up to E200 extra). However, there could be an interim review




CUNFIDENTIAL

.:vf gome aspects of the scheme, including the amounts, before the
full review after tweo years, The cost of increasing the amounts
now would put too much of a strain on running costs; some departments
are already worried about this with the amounts now proposed. There
is no question of providing "new money" for these paymente,

Industrial Relations

11. The dry runs underlined the need for departments to work
together at local lewvel. Different departments did, as expected,
plan to use the scheme in different ways, and this would lead to
variaticns in the amounts paid to people of the same grade and
seniority in the same town, but in different departments. Trade
unions would obviously try to pick off one department against anocther
at local level; and then one locality against another at departmental
level. Their success in this would depend partly on the management
approach - and alsoc on the attitudes of the wunions at mnational

level.

12. Most departments thought that some wvariations at local lewvel
would be talerable: local office staff in the Inland Revenue and
DHSS already have a pay lead, which is generally accepted. But
close liaison between departments would be extremely important,
in particular in cases where there were several Government offices
on one sSite, Where two departments Jjointly ran one establishment
tas opposed to having different offices on the same site) the same
payments would probably have to be made by each, but this should
be looked at on a case by case basis,

Administration

13. It must bhe recognised that the schemes would invelve -extra
administration. Thare is at present ne machinery for loecal
consultation between Departments, but this 4is crucial; there is

therefore no escaping extra administrative burdens on departments

e e

which will be greatest in th;_ first six months or so when the

workings are set up, invelving the creation of "lead departments"
to liaise with local offices, with cases of disagreement being
referred to the Treasury.
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. 4. Another aspect is that it is difficult to lay down precise
operational criteria for payments. The proposed schemes involve
discretion for departments, and the circumstances of each varies.

For example, some find it difficult to recruit staff, while others,

even in what are generally problem towns, can recruit good guality

staff, but have high wastage after about two years when training
is complete. One advantage of the approach is that it should allow
departments to tailor payments to their needs. However, central
contrel and co-ordination is wvital, in particular with a new scheme,
if we are to havg_;;y hope of aveciding the kind of dispute which
arose in HReading when computer specialists 1in two different
departments, but working together, were paid different amounts.
The preparation and consideration of these plans will involve a
considerable amount of work, for departments and the Treasury,

but the working group agrees that this is unavoidable if the schemes
are to get off the ground.

llmetable

15. If Ministers agree to the introduction of the new schemes
the next steps are:-

ETAGE 1 - 2-3 months from Ministerial approval
Treasury issues reguests for departmental plans
Treasury opens discussions with national unions
Departments prepare plans, consulting local managers.

STAGE 2 - 3-4 months from Ministerial approval

Treasury considers departments' plans, and gives formal approval
¥ P

Oor combments.
ETAGE 3 - 4-7 months from Ministerial approval

Departments consult at local level

Cases where departments cannot agree referred to the Treasury
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Amendments to original plan fed back to the Treasury,
who would not have to give formal approval provided that

the changes were within the scope of the original plan.

l6. This timing is based on the views of departments on how long
would be needed for each stage. In practice 1t means that the schemas
could not ba implemented before 1 January 1988, and that aven that
date would be difficult to achisve.

17. The timing assumes that thers will be no pilot exXercise. The
Working Party examined this possibility, but decided that it would
lead to delay (a peried of about six months would be needed for
a meaningful pilot) and would allow the trade unions to concentrate
opposition on the two or three places selected. It was not clear
what would be learnt from a pilot exercise, and most departments
agreed that the schemes should be implemented across the board
rather than piloted first.

HM TREASTTRY
July 1987
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30 July 1987

The Rt Hon George Younger MF
Secretary of State for Defence
Ministry of Defence

Main Building Whitehall

LOWMDON

SWLA 2ZHB
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CIVIL SEEVICE PAY L =y

18

e
Thank you for your letter of 23 July.

hase the actual rates in payment on 1 April 1979, there have been
real terms increases for all the main administration grades, as 1
said in my letter of 6 July. Different results can be obtained if
the calculations are based not on what actually happened, but on
what would have happened if a different decision had been taken on
how to implement the comparability-based findings of Pay Research.

There doas not seam tn be any dizacrsement that. if one ktakes 22 the

I think we must aveid getting too bogged down in seeing what can be
proved by these sorts of statistics. It is all too easy to get
drawn down the route of argquing that there is a "right" rate of pay
which can be found by making comparisons with the past, or by
examinino where this or that group stood in a "pay league” at some
time in the past. What matters is that civil service pay rates
should be set for circumstances of the day, according to what is
nesded to recruit, retain and motivate staff, within what can be
afforded.

T am copying this letter to the Prime Minister and other members of
the Cabinet,; and to 5ir Robert Armstrong.

NIGEL LAWSON
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CIVIL SERVICE PAY

Thank you Eor your letter oOf 6th July. I certainly agree that
we must not let an incorrect Perceytlﬂn of Civil Service pay get
abroad. However, even allowing for all the problems of statistics,
I believe that your statement of the position is arguable. The

point of difficulty concerns the base-line in April 1979.

In mid-April my officials sent to yours figures (reproduced in
the annex to this letter) which show for the administrative grades
from Assistant Secretary to Administrative Assistant declines in
real terms of between 11.5% and 6.0% between April 1979 and April
1986. On the basis of these figures what I said in my letter of
26th June was correct, and reflects the position as the majority of

Civil Servants understand 1t.

We heard nothing from the Treasury on these figures until last

week. Your officials then sought to argue that because the full

The Rt Hon Nigel Lawson QC MP

MANAGEMENT IN CONFIDENCE
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additional sase bhe (Significantly the deferred lst April
1979 rates were ognised as valid from lst April 1979 for the
purposes of sio fail to see howWw any considered judgement
could conclude that deferment of money for nine months turns a loss

galn.

I do recognise, of course, why the Treasury would take that
line in negotiation with the unions. But we are concerned here
with establishing the true position for the Civil Service. If on
reflection you still have doubts, I suggest that our people get

together to prepare an agreed statement of facts.

am sending copies of this letter to members of the Cabilnet,

State at MPD, and to Sir BEobert Armstrong.

Ua g,

George Younger
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David Norgrove

Private Secretary to the Prime Minister
10 Downing Street
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CIVIL SERVICE PAY DISPUTE: CHECE-OFPF .1}*+’pf

- K
In his minute to the Prime Minister qéflﬁfjunu. tha Chancellor
proposed that the Treasury should now €fake the further necessary
preparatory steps to enable check-o0ff to be suspended in the
event of substantial industrial action by Civil Service unions.

Since then the Paymaster General has met the Council of Ciwvil
Service Unions to hear their representations. He has now
written (with the Chancellor's aireemenf] to the Council saying
that he is npneot persuaded that the necessary amendment toc the
Civil Egrvicc Cﬂd& ghould not be made, and that steps would
now be taken to puit this amendment into effect. I attach a
—copy of the Paymaster's letter. At the same time the Paymnster
has told the Council that Treasury officials would be in touch
with them about how in practice this revised Code provision

might be used in the future: this is now in hand.

14 July 1987

This stepis not in itself a suspension of the check-off facilaity.
This would only take place’ if sand when &8 Civil Sarvica unicn
ware taking major official industrial action, which at this
moment is not the case (the CPSA - the only Civil Service union
remaining in dispute - 15 still engaged in ballotingl. He
have explained to the unions, and in our material for dealing
with Press engquiries, that unions not taking industrial action
are not at risk.

I am copying this letter to Private Secretaries to members
of the Cabinet; to the Minister of State (Privy Council Qffice)

and to 5i1r Robert Armstrong.
2 |:
e o

S P JUDGE
Private Secretary
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P D Jones Esg

secretary, Council of Civil Service Unicmns

5t Andrews House

40 Broadway

LONDON SW1H OBT 14 July 1987

Pear B

CHECE—-0FF

When we met on 30 June, you and your colleagues made further
repraesentations about the Official Side's proposal that the
Pay and Conditicons of Service Code should be amended to set
out the circumstances in which check—off may be suspended
in respect of unions taking official industrial action. I
am grateful for the clarity with which your points were put.

As I promised, we have given wery careful consideration to
these points. We fully recognise the concerns which the Trade
Union BSide have on this issue. However, your representatives
have not persuaded us that the proposed amendment to the Code
should not be made. Re I explained at the meeting, the
Governmant cannot lose sight of its responsibilities to the
community et large. Mor can it ignore the wview that the
continuation of the check-off facility, while a union was
taking official industrial action aimed &t disrupting Government
business, would not be in the public interest. Further, notice
was originally given in 19822 that this was a step which the
Government would hawve to contemplate in the event of official
industrial action. We will accordingly now be taking the
necessary steps to put the amendment into effect.

In making this amendment we are acutely aware of the points
you raised about the position of unions which are not in
dispute, which of course means most of your constituent members
for most of the tims. I can repeat the assurances 1 gave
vou that check-off would not be suspended unless a union was




taking official industrial actiom. This has been the position
since 1982. It ie important, however, that everyone understands
in detail the cireumstances in which check-off might be
suspended, and how the Official Side would approach this and
its conseguences. I have accordingly asked my officials to
consult with you over these detailed matters, so that no-
one can be in any doubt as to the position, and to amplify
the assurances 1 give about the continuation of check-off
for unions not in dispute.

We shall be in touch with you immediately on this.

2‘”‘““"?

Eaz;rgmqfﬁqd







RC6.101 COMFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG
{Jl-?r{} 3000

& July 1987

The Rt. Hon. Geocrge Younger MP
secretary of State for Defernce

', % e
5 a4
CIVIL SERVICE PAY DISPEOTE

Thank you for your letter of 26/June in which you supported
the judgement to implement the ‘pay offer and move Forward on
check ofEf. Az you know implementation of the offer is
underway but as yet no final decisions have been taken on
check off. I will continue to keep you and other colleagues
informed of developments in the current dispute.

In the meantime I would like to take up the statement in the
third paragraph of your letter where you say that most gradas
in the Civil Service are worse off than they were in 1979.

I would question this claim. The increase in average earnings
for the wheole Civil Service between 1979-80 and 1986-87
exceeded the increase in inflation as measured by changes in
the retail price index, by 18 per cent. Similarly, if one
looks at movements in salary levels (scale maxima) for the
main administrative grades between April 1979 and April 1986
compared with inflation, there has been a real increase.

Comparisons of thls sort are inevitably tricky. But I would
be concerned if the false idea that civil servants have fallen
behind in real terms since 1979 took root - not least because
of the current dispute. As this is an important area I would
be content for our officials to meet to resolve any
uncertainties or problems of definition iE you felt that would
be helpful.

I am glad you welcome the current initiatives on the pay front
which should help overcome the wider problems you see facing
the Civil Service.

I am copying his letter to other members of the Cabinet, the
Minister of State (Privy Council Office) and to Sir Robert

Armstrong.
e

NIGEL LAWSON
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10 DOWNING STREET
LONDON SW1A 244

From the Private Secretary 2 July 1987

MISC 66

The Prime Minister has seen the Foreign and Commonwealth
secretary's minute of 1 July about attendance at MISC 66.

The Prime Minister believes that the particular concerns
mentioned by the Foreign Secretary relating to terms and conditions

of the Diplomatic Service are matters which should he discussed
bilaterally with the Treasury. They would not be appropriate

for discussion in MISC 66. The Prims Minister is, however,

content that the Foreign Secretary should attend MISC &6 when

wider guestions about pay and conditicns are likely to be discussed.
I should be grateful if the Cabinet ODffice could arrange for

the Foreign Seecretary to be invited to attend for such discussions
and for him to receive copies of the MISC 66 papers.

1 am copying this letter to Alex Allam (H.M. Treasury!,
Michael Stark (Office of Arte and Libraries) and to Travor
Woolley (Cabinet Officel.

David Morgrove

A. C. Galsworthy, Esg., C.M.G.,
Foreign and Commonwesalth Office.

CONFIDENTIAL




Ref. AQBY /19489

MR NORGROVE

MISC 66

] |
The Foreign and-Commonwealth Secretary sent me g copy of

his minute of 1 Qﬁf}, asking to be included in meetings of

MISC 66 "when wider questions of pay and conditions are discussed'.

2 There is a close link between pay in the Diplomatic Service
(for which the Poreign and Commonwealth Secretary has Minlisterial
responsibility) and the Home Civil Service, and I think that the

Foreign and Commonwealth Secretary's request 18 not unreasonable,

. fA If the Prime Minister agrees, you may like to write as

follows:

A C Galsworthy Esg CMG
Foreign and Commonwealth Office

The Foreign and Commonwealth Secretary minuted the Prime
Minister en 1 July expressing the hope that he could be
included in meetings of MISC 66 when wider questions of

pay and conditions are discussed.

The Prime Minister has instructed the Secretary of the

Cabinet to arrange accordingly.

I am sending copies of this letter to Alex Allan and

f“:b’[l'

RCBERT ARMSTRONG

Michael Stark.

CONFIDENTIAL
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k. In his letter Df,quﬁuna to Tony Kuczys in Nigel

FPRIME MINISTER

Lawson's office, David Worgrove said that the foture
handling of the Civil Service pay dispute was to be
discussed in Misc 66 together with the Chancellor's paper

on geographical pay and related issues.

2s Although I am not a member of Mis¢c 66; I am
responsible for one group of Crown Servants with a
different status from the Home Civil Service; they also
have different terms and conditions of service. The
conditions under which Diplomatic SBervice membars work
and live are becoming more dangerous and disagreeable, as

—

the Chaplin case and tha problems faced by our staff in
—_— e

Tehran have shown recently (and in many other places such

'_—I x
a5 Belrut,; Kampala,; EKabul and Luanda, for wvery much
— — p—y

longer) .

3. There is a close link between the terms and
conditions of the Diplomatic Berviece and Civil Service

CONFIDENTIAL
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pay, Membere of the Bervice receive the same pay rates,
Many of their allowances For ssrvice overeas are directly
linked to pay at home. At the same time, their
commitment to accept postings to anywhere overseas at any
time restricts their ability to order their lives and
their Einances as Home Civil Servants can, This has one
particularly damaging consegquence: wives who work must
accept that they cannot develop a career, and must
somatimes endure pericds of wvnemployment.

4. Frustration is growing in the Diplomatic Service
about this and related problems. We risk losing more of
our most able people, particularly those with expensively
acquired languoage skills, when we will need them most.

Pay i3 the essential ingredient,

25 I hope, therefore, that you might incluode me in
mestings of Misc 66 when wider guestlans of pay and
condltions are likely to be discussed.

b I am sending a copy of this minute to Nigel Lawson,
Richard Luce and Sir Robart Armstrong,

b

{GeoEfreay Howa)

Foreign and Commonwealth Office

1 July 1987
CONFIDENTIAL
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CHANCELLOR OF THE EXCHEQUER

civil Service Pay Dispute

1. Your minute of 18 June to the Prime Minister, and her
reply the next day, invited colleagues' views on two

further measures you propose to take.

2. I agree that we should implement the present pay
offer, to be paid at the end of July. With three Unions
having already agreed the pay offer and some of their
members due to be paid at the end of July, there is every
reason to implement the pay award for SCPS and CPSA
membars, Indeed; some SCPS members will receive the
award at the end of July in any case, aince they are in
grades for which the FDA is the main negotiator.

3. ©On automatic check-off, there iz no separate
agreement between the Dfficial and Trade Unions Sides of
the Diplomatic Service Whitley Council: the arrangements
at national level therefore apply. 1 agree that the




necessary preparatory arrangements should be made to
enable the check=off facility to be applied as socon as
possible after Ministers sg decide, Bukt we have a
technical difficulty on timing: our computer needs to

raceive instructions by 7 July if July salaries are to bhe
affected.

4. I am copying this minute to octher members of the
Cabinet, the Paymaster-General, tha Minister of Btate
(Privy Councilil Office) and te Sir Robert Armstrong.

(GEOFFREY HOWE)

Forelign & Commonwealth Office
26 June 1987
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MO 20/17/BL

CHANCELLOR OF THE EXCHEQUER

CIVIL SERVICE PAY DISPUTE

Thank you for sending me a copy of your minute dated 18Eh June

to the Prime Minister.

2. I agree with your view that the pay settlement should now be
imposed. It is regrettable that agreement could not be reached but
the signs are that the campaign of industrizl action is losing
impetus, apart from the diehards. I alsoc agree that we should take

the necessary steps to place ourselves i1n &2 position to stop

chack-o0ff of civil service trade union dues if industrial action

continues.

3. But we should not delude ourselves that imposition will be the
end of the matter and that the problem will now go away. A gquarter
of the workforce took positive action and that is quite bad enough.
With earning=s outside rising at 7%, there is a deep-seated sense of
grievance among most civil servants who do not think that they are
being treated fFairly. Most grades are worse off in real terms than

they were in 1979, in sharp contrast to the rise in real earnings

CONFIDENTIAL
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slsewhere. We do not want a public service with low morale, a high
and expensive turnover, and a reputation and growing taste for

industrial action.

4. I welcome the various current imitiatives on pay, including
the latest proposals on geographical wvariation. We have made an
important start in introducing a flexible ordered pay system for
engineers and scientists., Our aim must be to work out a similar
basis for the generality of the service, who 1 believe will welcome

signs of such positive progress. 1In this matter do not believe
that the CPSA and SCPS, obsessed as they are with their political
in-fighting, are truly representative of the majority of

moderate-minded civil servants,

B 1 am sending copies of this minute to other members of the
Cabinet, the Paymaster General, the Minister of State (Privy

Council Office) and to Sir Robert Armstrong.

Ministry of Defence &L(,

1{: June 1987
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SCOTTISH OFFICE
WHITEHALL, LONDON SWIiA IAU

=

N L Wicks Esq CBE =
Principal Private Secretary N
10 Downing Street 3 f oLt

1 ]
|r_"i ,(.;rr ,."f' r-jl .:Lﬂi June 1987

LONDON
E“Il [ L¥ |

H:HJH :‘T]'LUJ'Q_ \

MISC 66 " i [
i

My Secretary of State has seen recent correspondence about the Civil
Service pay dispute. The Chancellor of the Exchequer, in his minute
of 18 June to the Prime Minister, refers to London weighting end
geographical pay and indicates his intention to circulate a paper on these
topice to MISC 66G. My Secretary of State is not a member of that
Committee. While the issues raised by geographical pay are certainly not
confined to Scotland he believes that we have a major interest in both
practical and political terms. [ should therefore be grateful if my
Secretary of State could be invited to join MISC 66 either as a full
member or when it discusses geographical pay.

[ am copying this lettar to Trevor Woolley.

\ \'Z:U“:'h
Dbe

‘[I. Robert Gordon
| Private Secrotary

bfannns

HMP17402




¥ SWYDOFA GYMREIG A, WELSH OFFICE
SWYDYR HOUSE | 5 GWYDYR HOUSE
WHITEHALL LONBON SWis 2ER I WHITEHALL LONDON SWiA 2ER
Tel. Cn- 3000 (Switsbuerdd ) ! Tel M-27F0 3000 (Switahboard |
=20l D58 § Limak Limneon ) -270 0548 [Direct Lima)

WD WHTH YSGRIFERN Y T FHOM THE PRIVATE SECRETARY

PREIFAT YSGRIFENWYDO 0 THE SECRAETARY OF STATE
SWLADDL CYMREL FOR WALES

CUNEF TDENTTAL

-—?JF June 1987

(20

Dessr t3qad

CIVIL SERVICE PAY DISFUTE

My Secretary of State has seen the Chancellor of the Excheguer's minute of
18 June to the Prime Minister about the Civil Service pay diepute. Because
‘of his particular interest in the issie of "geographical pay”™ he has asked
if he might in future receive papers tor MISC 66 and, where he jodges it to
be necessary, to attend its meetings.

I am sending a copy of this letter to Trevor Woolley in Sir Pobert

Armstrong's office.

J D SHORTRIDGE

Rigel Wicks Esg
Private Secretary to
The Frime Minister
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Treasury Chambers, Parliament Street, SWIP 3AG
=270 300G

FPRIME MINISTER

CIVIL SERVICE PAY DISPUTE

The two civil service unions remaining in dispute with the
Government both held meetings of their Executives today. The

[

Militant Tendancy-dominated CPSA decided to continue thair

industrial action and call for a ballot for an all-out strike
from some date in July. Tha Society, on the other hand, have
decided to call off their industrial action pending further talks
with the: Treasury. These talks are likely to lead & review of

e —

grading, without any commitment to new money.

This is a wvery satisfactory development. It is most unlikely

that the now isolated CPSA will secure the endorsement of its

members i1n the forthceming ballot, while it is even more unlikely
that the BSociety would be prepared to remount industrial acticon
once they have called it off. It is Society members' whose action
has caused the main problems at DHSS and Customs Computer Centres,

—

and that will now cease.

ha we agreed, we a&are now moving to put our original offer -

unchanged - into payment £for both the Society and the CPBA.
We shall also move forward, again as agreed, on check-off: this

—_—— = -
15 a change worth making in its own right should there be any

futurea disputes, and it might still be neaded now 1f - against
all expectations - the CPSA got a mandate for all-out action.

==

I will continue to keep vyou and oolleagues in touch with
developments. I understand that it has not bean possible to

arrange a meeting of MISCEE for next week. But it seems to nme
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that there are no immediate issues to discuss so far as the present
dispute is concerned; and we can consider the guestion of

geographical pay and related issues at some later date.

I am copying this letter to the other members of the Cabinet,

the Paymaster General, the Minister of State (Privy Council

Dffice), and to Sir Robert Armstrong.
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Treasury Chambers, Parliament Street. SWIP 8AG

The Rt Hon John Moore MP

Secretary of State for Social Services
Department of Health and Social Security
Alexander Fleming House

Elephant & Castle,

London

SRl 6BY

) ,if
.Il ._‘f

. ,rJ f :.L-f
Jratt s 5 @Q\f\

§ o

o

S

AJ June 1987

-

INDUSTRIAL ACTION IN THE CIVIL SERVICE

Thank you for your letter of 17 Juﬁé to Nigel Lawsen agreeing

the line Norman Fowler had pHpposed for dealing with the
payment of benefits to the unemployed in the latest round
of industrial action by civil servants.

At the end of your letter vou added that there would
be "a bill to pay" for the alternative arrangements which
you intend to make in order to ensure the implementation
of the social security reforms next April.

1l must of course reserve my position on any increase
in running costs which you consider might be necesary, until
I have seen the full costings. I Bhould also want to =zea
the case for any loss of benefit savings which I understand
might be involved in the redirection of 3000 staff teo which
you refer (if indeed none of the work on income support can
be done by computers).

I am copying this letter +t¢ the Prime Minister,
Norman Feowler, David Young, Malcolm Rifkind and Richard Luce.
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CONFIDENTIAL

1O DOWNING STREET
LONDON SWIA 244

19 June 1%87

From the Private Secrelary

CIVIL SERVICE PAY DISPUTE

The Prime Minister has seen the Chancellor's minute of
18 June about the Civil Service pay dispute and, subjact to
the views of colleagues, is content that the pay offer should
now be implemented, and that the Civil Service code should now
be amended so that, 1f necessary, check-off could be stopped
from the end of July.

The Prime Minister will wish to hold a meeting of MISC 66
at around the end of the month to discuss the prospects for
the dispute and its handling, and the paper on qsﬂqraphntal

pay and related issues to which the Chancellor raferred in his
minute. I should accordingly be grateful if, for this
meeting, a paper could also be circulated with an assessment
of the prospects for the dispute and recommendations on its
future handling.

I am copying this letter to the Private Secretaries to
members of the Cabinet, the Paymaster General, the Minister of
State (Privy Council Office) and Traver Woolley (Cabinet
DfLice).

DAVID WORGROVE

Tony Kuczys, Esqg.,
H. M. Treasury

CONFIDENTIAL




° DEPARTMENT OF ENERGY
Departmental Whitley Gouncil - Trade Union Side

Thames House South, Millbank, London SW1P 4QT Tel. 01-211-3388

The Rt Hon Cecil Parkinson MP

Secratary of State for Energy

Department of Enargy A

Thames House South fr

Millbank

LONNDON

SWIP 403 Date: [¥Juns 1987

_E:Elﬁnr ;génJikqu ESEQJKL

On behalf of the Trade Union Side may I welcome vou to the
Department of Encray.

There are, of course, a number of major issues at a national
level which continue to cause grave concern to our members =
in particular, the treatment of trade union membership at GCHQ
and the demoralising effect of poor pay of the Civil Service.

At a local level, there are alsoc areas of concern, which we are
discussing with Departmental management - for instance, the

erosion of efficient working and the deterioration in morale

arising from the problems of recruitment and retention of junior
sLaff within the Department, the state of our current accommodation
in THS and the uncertainty over the projected move to a new building.

I am nevertheless pleased to say that, on a personal level, our
members' relationship with Ministers have always been good (as
they have with our own Departmental management). Clearly good
commuhication between us is vital to maintaining this. We should
therefore welcome an early opportunity to mest you and exchange
views., We would like to invite you and your colleagues to an
informal drink one lunchtime. Perhaps your office could let me
know a suitable date?

e

R G POTTER
TS Chair
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Caxton House Tothall Street London SWIH 9NF

Telephone Dicsct Line G1-203.,_......... EELS
Switchbodrd 01-213 3000  GTM Code 213
Facsimile ©1-213 5465 Telex 915564

Rt Hon MWigel Lawzon MP
Chancellor ol the Exchequer
Great George Street

LONDOH 3W1
L '\ﬁ d;Q'

CIVIL SERVICE PAY DISPUTE

'l:l

1 Junea

1987

T } your minute of 18 Juneé bto the
the i rvice pay dispute.

I fully support the line that you have taken and agree wWith
Yyou Ehat we should now i1mpglement YThe pay offer, Lo demonstrite
that no more money will be made available, and 1at we should
take the necesszary further steps to enable b“up check-
of Ty, with effeect Trom the end of July, iF &£
cont inues.

1
L B
he

1T there is geperal agreement that the pay offer should be
implemented, I hope we will take the opporbunitc Wwith

X1
passible Further ballets in @ind, of ensuring that the staff
ol f

cancerned Tully uwnderatand the details of the ar

I am copying this minute to the Prime Minister, other members
of Lhe Cabinet, the Paymaster Genaral, the Minister of State

RS

{Privy Council Office), and to Sir FF_-:-:*:‘.:, Armstrong.

NUHMAN FOWLER

CONFIDENTIAL




PRIME MINISTER 18 June 1987

CIVIL SERVICE DISPUTE

The Chancellor has minuted you about the state of play in

the Civil Serviece pay dispute proposing two further measures

e,

to combat the strike.

State of Flay

Four of the siz main Civil Service unions have already

settled and new rates of pay for their members have been
._q'__.—m

implemented. The CPSA and SCPS reprasenting clerical and
——
executive staff are still in disEute and after a further

—

ballot _are conducting a second round of industrial actiom
involving two-day strikes region by region. Only 70,000 of
the 100,000 staff in the grades covered by these anions

——————
voted in favour of strike action.

Earliar this week, the unions had talks with Treasury
afficials which the latter thought might lead to a
settlement based on a move to more flexible pay and longer
terﬂFﬁE?';}ranqementa on the lines agreed already by the
IPCS. However, it bacame clear that the unions were not
prepared to agree without something ‘up front' and the talks

broke down. The Treasury have made it clear that no more

money is on the table.

S—

—

Dispute Likely to Fizzle Out

BAgainst this background, the Government's deciaive win in
the Geperal Election and the approaching summer helidays, it
seems highly likely that industrial action will fizzle ount

after the next round. The unions intend to ballot on all
out strike action but are unlikely to get a vote in favour.
Bven if they do, there seems unlikely to be sufficient
support to keep the action going for more than a few days.




Separately, the unions are hitting key targets such as the
Customs and Excise computer at Southend and this is
baginning to have a noticable sffect on Government finances.

Implementing the Offer

There is therefore everything to be said for trying te tilt

the balance against the strike. Implementing the pay offer,

as proposed by the Chancellof, would help do this because it

would be a clear signal to The unionsg eir members that

the Government regarded the dispute as over. In additien it

would be widely welcomed by the overwhelming majority of
stafF who are not in unions or who have not votad in favour
of strike action.

Ending 'Check-Off'

Similarly, it makes sense to take the action necessary to
stop at the end of July automatic deduction from salaries of
—— —

subscriptions to the unions in dispute. This brings threa
benefits. First, it will make it more difficult for the

unions to raise revenue should the strike continoe beyond
the end of July. Second, it ends the absurd situation at
present in which the Government assists the unions with whom
it is in dispute. Third, once action has been taken to
amend the Civil Service Code, the Government is in a
position to stop automatic deduction immediately in future
disputes.

Conclusion

We support the two measuras the Chancellor proposas Lo
combat the effects of the Civil Service dispute.

Peter Sbreddos

PETER STREDDER
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CIVIL SERVICE PAY DISPUTE

The Chancellor's minute below pr LFst, that the
Government should implement its pay offer. This must be

right.
e ——

Sacondly, it proposes that the final step should ba taken
- L
to put the Government in a position to stop check=-off if

S

necessary . I understand you were concerned about kthis

proposition. The intention, however, is not that chack-off

should be stopped now, but only if the dispute continues. The
e

facility would be reinstated once the dispute ended.

Content, subject to colleagues' views, that the pay offar
should be implemented and that the final preparations for

———

stopping chack-off should be mada?

The Chancellor has in preparation a paper on geographical pay

and related issues, It would be helpful to meet arpound the

e —— =
and of the month to disguss this and the future handling of

the dispute. (The final actions 1in this round of the dispute
will be taken on 1 or 2 July.) Agree?

-

Ay
1 Lo A

ce

D R HORGROVE

18 June 1987

DEZABV
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Treasury Chambers, Parliament Street, SWIP 3AG
O =270 3000

PRIME MINISTER

CIVIL SERVICE PAY DISPUTE

Earlier this week the two Civil Service unions still in dispute
{the TPSA and the Soclety) approached my officials with suggestions
for bringing an end to the current indostrial action. We had
already made clear that there was no guestion of increasing the
basic offer, and the way through was to build on our earlier
sugqgestions for new pay 8tructures and pay determination
arrangemants. Soma progress was made, at least with the CPSA, but
it then bacame clear that the price the unions were looking for was
too high, 30 that anv such deal would have looked like a climb-down
in the Fface of industrial action. My officials remain in touch

with the unions but there is no agreement currently in sight.

The unions say that the industrial action will continue. All-out
strikes are planned for Thursday and Friday of this week in
Scotland and the North Bast, for 25 and 26 June in London and the
South East, and for 1 and 2 July in Wales and the North West. There
is also likely to be a continuation of the selective and local
actions; for example at ports and computer centres. After the
present round of industrial action the unions will have to take
stocky their options will be to call it all off, to ballot for a
further round of selective action, or to ballot for all-out action;
the suggestions are that they will go for all=-out action, but will

amost cerkainly fail.

My wiew is that we should maingg}n the relatively low profile

stance which we have taken since the dispute began. It may be
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necessary for some particular measures to be taken 8o that
gervice to the public can be maintained and important developments
can be kept on track. But that is something on which we shall have
to take individual decisions, depending on the circumstances. My
officials are in close touch with officials in other Departments.

There are however two measures which I propose we should take now.
Firsgt, I think we should implement our pay offer. This will

underline the fact that, so far as we are concerned, the pay side of
the digspute is over and there is no more money to be had. It also
seems right for us to do this now: if we move fast, most staff
ehould get their additional pay by the end of July. It is absurd
that the pay of 300,000 people, many of whom are not union members
and many of whom voted against the industrial action, should be
held up just because sgoms 70,000 people have voted for industrial
action. This will necessarily invelve paying the increases ko the
gtrikers as well as the non-strikers; but I think this has to be

accepted.

The second move 1 propose is on the automatic check-off of union

B

dues. One further step - amendment of the Civil Service Code - 18
necessary to put us ln a position where, if the industrial action
does continue, we can stop check-off with effect from the end of
July. I propose that we now take that step, so that if in the
middle of July we are still in industrial action we have this

weapon ready to use if we so decide.

Subject to your views and the views of colleagues T propose to
instruct my officials to proceed accordingly on these two points.

There are also outstanding issues on London Weighting and the

agsociated gquestion of "geographical pay™, and on helping to deal

with recruitment and retention difficulties in London and the South

—— —
Fast and other high cost areas. We have said publicly that we will

bring forward proposals, but we have not so far done so because of
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the continuation of the dispute. I shall circulate a paper on

these topics shortly, which we can discuss at a future meating of

MISC 66.

I am copying this minute to the other members of the Cabinet, the

Paymaster General, the Minister of State (Privy Council OFfice) and

to 5ir Robert Armstrong.

18 June 1987




PERSONAL AND CONFIDENTIAL

MR WICES
CIVIL SERVICE DISPUTE

I had a talk with Peter Kemp today about the Civil Service
e

dispute and about militants in the CPGA.
 p—

peter does not believe that the dispute is primarily about
money. That 1s one reason why he has not recommended an
incrgase as a means of bringing the dispute to an end. He
says people at junior levels who are supporting strike action

are "absolutely fed up® and "cheesed off"™ with their employer.
— = Sl —— ——m—

The Government has, in Peter's view, done wonders in improving

the operation of the Civil Service at local lavels. But the
————

dFalfl feel that their pay has not gone up at a time when staff
o T,
numbers have been falling and workloads have been increasing.

——

The esavironment in which they work is often appalling, as Lord
rayner found when he visited local offices.

Peter has discussed with union leaders the growth of Militant

—

in the Civil Service unions. When asked why they let

— " . ! s

militants take over, they say that it was the Civil Bervice
— T . .
who hired such people; who then become members of the unions.,

Bur'FE;E: does not balieve thizs to bae & full axplanation.
Aside from those who may have joined in order to make trouble,
some of those who are proving difficult are peapi;‘:hu joined
as Clerical Officers witﬂ‘E;qreas, not good degrees, but

——

degrees nonetheless. They then become increasingly frustrated
and are not managed well enough to prevent this. They feel

that the Government is hostile to the Civil Service and react
i

accordingly. It is not otherwise possible to explain the

alection of someone like MacCreadie on an avowedly Militant

§ . e —
ticket,

Peter says he has a number of ideas for improving the
situation. Among other things, a different tone of wvoice by
the Government would help (he says that one or two of the

Prime Minister's recent favourable comments have been noticed)

PERSONAL AND CONFIDENTIAL
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and a simple programme of painting local offices would be

useful. I think he has other ideas, but did not mention them

e

in our conversation. He says, however, that the Chancellor is
'-_‘—|—-_l.

simply not interested in Civil Service management or in

improving the morale and motivation of the staff. He is

pleaEE? that Civil Service pay is being held down

successfully,

e

These were wvery much off the cuff remarks and I de not think
Petar would want to be held to every detail. But I think he
has an understanding of the Eeelings of those at the bottom of
the Civil Service through his discussions with anion leaders

and others.,

T A
A Ol

h'f
b D R HORGROVE

18 June 1987
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DEPARTMENT OF HEALTH AND SOCIAL SECURITY

Alexander Fleming House, Elephant & Castle, London SEI 68Y
Telephone 01.407 5522

From the Secretary of State for Social Services

The Rt Hon Higel Lawson MP
Chancellor of the Excheguer
HM Treasury

Parliament Street
LONDON
_.:" iy £ 7 ;

EW1F 3AG

INDUSTRIAL ACTION IN THE CIVIL SERVICE

A my private office told Norman Fowler's I had no objection to the
line he proposed to you in his letter of 16 June. In the present
circumstances of the dispute, firmness seems right; and although I
under=tand that the Department of Employment have not previously
insisted on the manual issue of girocheques prior to a Computerx
Centre stoppage, I agree that we must appear publicly to try to

minimise hardship for the unemployed.

1 understand that the staff at the Livingston centre have already
soma out on strika and are expected to meet on Monday to consider
whether to continue the action. There is also considerable
dizslocation of both DE and my local offices. While the problems
might blow over, there is considerable risk of serious dislocation

of payments to beneficiaries.

1 support a firm line in relation to the dispute but I must register
the extent to which it may very likely have a serious impact on this
Department. Apart from what I have reported in the previous
paragraph 1 expect on next Monday, 22 June, to bring in 20 more
consultants to complete the computer system needed to replace Family
Income Support by Family Credit from next April. This may provoke
the Unions to extend their strike action to the operational
computers dealing with pensions and child beanefit. I shall also
have to decide very soon on the employment of more consultants on
the Local Office Microcomputer Project application to Income Support
if my Department is not to be forced back to a clerical system of
payment from next April. The dispute has already deprived my
Department of the ability to use the microcomputers to convert
supplementary benefit to income support and this in turn will
require me to direct 3000 staff over the period November 1987 to




E.R.

April 1988 who would otherwise have been working on important tasks
such as visiting, recovering wives' maintenance and pursuing fraud.

There will of course be a bill to pay for all this.

1 am copving this latter to the Prime Minister, Norman Fowler,
David Young, Malcolm Rifkind and Richard Luce.

.-""--.d- 2
=

\_JOHN MOORE
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Treasury Chambers, Parliament Street, SWIP 3AG
01-270 3000

17 June 1987

The Rt. Hon. Norman Fowler MP
Secratary of State for Employment

Leor Seceton of Sala,

INDUSTRIAL ACTION IN THE CIVIL %}ﬁFTCE TJ;{ETFAW

Thank you for your letter of lf!JunE.

In the circumstances which you have explained, I agree that yvou
have no alternative but to maintain the policy of seeking to
ensure that unemployed people receive their payments in the
week in which they are due. We cannot give way to trade union
threate and I fully endorse both your action and the line
which you propose to take publiely.

As to the wider issues of this pay dispute, I expect to be
making a fuller report to colleagues shortly.

I am sending copies of this letter to the Prime Minister,
David Young, Malcolm Rifkind, John Moore and Richard Luce.

Hours Enftﬂerij,
v
Cacrhoy Lg::Lu\ V5
PP NIGEL LAWSON

(J%ﬁﬁmmJ:xﬂ_tﬁU Ha Chancallor
curcl Sigrack wn hJEythfﬂzriﬂgj
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Caxton House Tothill Street London SWIH 9NF

Telephone Direct Line 01-213.... 2400 .

Switchboard 01-213 3000 GTN Code 213
Facsimile 0Q1-213 5465 Telex 915564

il A
The Rt Hon Higel Lawson MP

Chanaellor of the Exchequer
Treasury Chambers
Parliament Street :

LONDON .
SW1 3AG \\ June 1987

Qq..._u N,

INDOSTRIAL ACTION IN THE CIVIL SERVICE

Tou should be aware of a development today in the civil
service pay dispute which threatens to disrupt further the
payment of benefits To unemployed people this week.

A3 you Kknow, industrial action has been called by SCPS and
CP54 for this Thursday and Friday in Scotland and the Noarth
East. This inoludes the Livingston Unemployment Benefit
computer centre in Sootland which serves Unemployment Benefit
Oftfices In Scobland and the northern half of England. The
effect of strike action at Livingston is to prevent thke
despatech of the normal computer produced glirochegque payments
to unemployed claimants whe sign on at their loecal offices on
wWwednesday and Thursday and whose girocheques would normally be
despatched to them from Livingston on the day after they sign.

To try to ensure that c¢laimants nonetheless recelve payment
this week, staff in our offices served oy the Livingston
computer have peeén Instructed to prepare and despatch
girocheques manually to replace those which the computer would
usually lassue. This [ollows the practice which the Department
of Employment have followed throughout this dispute of
abttempting to minimize hardship to unemployed people.

Today's davelopment is that the civil service trade unions in
Seotland have threatened that unless management withdraws its
instruction to staff in local Unemployment Benefit Ufficea to
write girochegquis @EﬂgﬂrLy far those who sign on bomorrow they
will bridg Che Livingston computer centre out on strike
tomorrow - ie a day earlier than planned. The effect of that

e -
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could be to delay payments until next week for some unemployed
people who signed oa today (Tuesday); and possibly,  to lead to
sympathetic strike action in some DHSES offices in Scotland.

Despite this I am quite cleéar that we cannot give way to the
trade unions' demands. To do so0 would not only severely
uncermine the authority of management in the Unemployment
Benefit Service - and reverse the policy which we have
hitherto followed throughout the dispute - pbut it would also
be to accept a situationm in which the trade unions wera
effectively instructing us to abtandon our attempts to keep up
the flow of payments to unemployed people in the weex in which
they are dus.

If the trade unions carry out their threat tomorrow - then I
will also take the line publicly that they have again
demonstrated their intention of inflicting the maximum
nardship on a particularly vulnerable group in our society and
must besar the full corizsagquences of their action. I will also
make clear that management's alleged provocation - to which
the trade unions will undoubtedly refer - was simply to try to
ensure that unemployed people recelved the payments due to
them this week with as little delay as possible.

1L am copying this letter to the Frime Minister, David Young,
Malcolm Rifkind, John Moore and Richard Luce.

0

NORMAN FOWLER

CONFIDENTIAL
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Treasury Chambers, Parliament Street, SWIP 3AG
01-270 3000

2 June 1987

David Norgrove Esqg
10 Downing Street
LONDON -

SW1 fw‘(
T_T)Fi::b E,:t"u. "Lcr

CIVIL SERVICE PAY DISPUTE

The Chancellor thought it would be helpful if I set out the
latest position on the Civil Service pay dispante.

The dispute is now entering itas second phase, after the
initial six week programme of selective industrial action and
all-out two day strikes in six regions, Although 120,000
civil servants took part, with the loss of about 320,000
man-days, the industrial aetion so far has had a relatively
limited eaffect on the Government, other than to cause
inconvenience. There have been exceptions: computer
development work on the seocial security reforms has been hit,
and a Ffurther bout of action at the VAT computer at
Shgeburyness in now affecting VAT collection and payments and
the production of trade statistics. But the maln impact has
been on the public, in particular on benefit claimants and on
those using the Passport Offices,

The three unions which have not yet accepted the pay offer
have now concluded their ballots on the second phase of
industrial action. The HNorthern Ireland Public Service
Alliance has voted by a small majority against further strike
action, although they are still maintaining an overtime ban
and withdrawal of goodwill. The CPSA and the Society together
have wvoted by about 57 per cent to 43 per cent in favour of
the next round of strikes, on a 56 per cent turnout. The
majority for action, and the turnout, are both smaller than
last time, and those wvoting for further action total about
70,000 cut of some 300,000 affected. The two unions are now
planning a national all-out strike on 8th and 9th June
followed by regiocnal all-out strikes on 18th and 19th June in
Scotland; the North East and North West and Horthern Ireland:
on 25th and 26th June in London, the South East, East Anglia
and the BSouth West and finally on 2nd and 3rd July in
Yorkshire, Lancashire the Midlands and Wales. Throughout this
period there will alsoc be some selective action (probably
mainly at DHSS and Customs' computer centres) for which the
unions are paying strike pay. We understand that in the
absence of an improved offer the unions may repeat this cyecle
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thersalftear. The Official Side poslition iz set out in the
attached letter which the Treasury sent to the unicons, and
which has been circuolated to staff.

1t remainse to be seen how effective the further action will
oe . Departments have their contingency plans in place; the
Treasury continoes to keep closely in touch through its
reqular meetings with senior Establishment Officers.

A new factor is the election of Mr John Macreadie of Militant
Tendency as Deputy General Secretary ol the CPSA; and the
take-over of its National Executive Committee by supporters of
Militant. The impact of this on the dispute has yet to be
seen, although it can be expected that the new leadership will
take a harder line and a more political stance. According to
the Financial Times of 4 June Mr Macreadie has said the union
would take a more active role In the political field, with a
campaign for a positive vote in a ballot for re-affiliation
with the Labour Party. The Minister of State (Treasury) made
it clear in the House in February 1986 that the Government's
view was that political affiliation would run wholly counter
to the political neutrality of a Civil Service which has to
serve Governments' of any pnlltlcal persuasion.

——

I will let wyou know if there are any further major new
developments.

I am sending copies of this letter to the Private Secretaries
to all members of the Cabinet, and to the Private Secretarias
to the Minister of State, Privy Council Office and Sir Robert
Armstrong.

\A’u/ym

A C 5 F&.T_LH.H
Principal Private Secretary




To be akttached o AcSA- Norgfleve 5 Jjune

TEOIT OF LETTENS DATID 20 NAY 1967 FROM THE TREASURY T0 THE GENERAL
SECRETARIES OF CPGA AND 5CPS

198T PAY

At your request ve have discussed the present position on 1387 pey. This
letter 1s to record ocur discussion. I began by saying that in present

clrcumstances there was no question of seeking or getting fresh negotiating
iostructions.

mace 1t clear that there were no prospects of any impravement ip the
affer set out in my letter to you of 18 March. This remains on
table. As you know, this consists af Lk per cemt or £5.75 per weai

-

lg betier, or &3 per wesk for staff under 15 years.

gIults whicherer
<here are alss & mumber of oth@ improvements btenefiting substantial
qumbers 2f your mesbers, taking the year-asn-year Increases far mANY T3
over 3 per cent and in some cases over 6 per cent. Impraoved leave
arrangements have been offered separately.

We also discussed the possibility of a nev pay structure and pay
determination system for the grades you represent. Such discussisns
are startiing with certain other Civil Service unions, coupled with putting
iotc payment for thelr grades the offer of 18 March. I once again made
it clear that wve would be ready to proceed with you in the same manner,
We cannot, hovever, do this while industrial amcticm or balloting with

& viev to industrial mction is in progress, and it is s matter of regret
to us that in the circumstances ve cannot go forvard.
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DEFARTMENT OF TRAMSPFORT
i MARSHAM PTREET LONDON SWIEF aED

(i-212 3

1 M 87

David Norgrove Esg
Private Secretary
10 Downing Street
LONDOK 5W1

Oar Dokd,

CUSTOMS STRIEKE

As you know, the action by Customs Officers at ports has
generated a fair amount of media interest. The action itself is
of course the responsibility of Treasury Ministers, but Chis
Department does have responsibilicty for ports and Ministers here
felt that wyou might find it helpful to have a brief situation
report on the effect of the action.

There has undoubtedly been a great deal of disruption and
inconvenience at some ports but overall the position seems to be
less serious than has been supgested in che media. Az intended
by the Customs Officers, exports have bean most affected; there
has in general been little impact on impurFEHTETEHEEEE_Et a few
ports imports have also been delayed) and there appears te have
been no delays to passengers or cars. MAFF report that the
delays in exports are resulting in consignments missing agri-
cultural product markets and that the capital being tied up In
stock en route could be serious for small businesses. We
understand that when normal customs service resumes, agricultural
shippers will be requesting priority for their shipments.
Manufacturers do not appear to be registering any great concern
with DTI. The Road Haulage Asscociation and Freight Transport
Association have been deliberately advising their members to keep
a low profile so as to avoid giving the strikers any encourage-
ment . Their member companies report that traffie has been
getting through, albeit slowly, in many cases because operators
have been able to switch loads between ports. The main concern
of both Associations is that the action could develop into a
national strike which would be much more difficult for them to
deal with.

Customs Officers resumed normal working at Dover vesterday
evenlng and work has since been or is likely soom to be resumed
at the other ports affected. The timing and extent of further
action is uncertain, at least as far as ports' management are
concerned, though there are a number of indications of possible
action on 8, 9 and 10 June. ©Officials here will continue to
monitor the situatlion.
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[ am copylng this letter to the private secretaries of other
Cabinet Ministers, to Debbie Francis in Peter Brooke's office,
and te Trevor Woolley in 5ir Robert Armstrong's office,

e
Son

JON CUNLIFFE

Private Secretary

CONFIDENTIAL
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PRIME MINISTER

CIVIL SERVICE PAY STRIKE: FAMILY INCOME SUPPLEMENT BRIEFING
HOTE

The facts on civil servants receiving Family Income Suppleéement
ELEE S —

- No more than 300 DHSS staff are receiving FIS: fthe precise
number is 286 - out of over 95000 at 1 April 1887,

- No more than 4,000 non-industrial civil servants might even
qualify for FIS and of those no more than 2000 are likely to
be receiving it.

- The total number of people receliving FIS 1in
public sector 13 27,000.

- The Unions have c¢laimed that 100000 civil servants oarn
less than £100 per week., The Treasury estimate that as a
result of the pay offer there would be about 3000 civil

servants, virtually all juveniles, earning less than £100

week.

Background

1
et 1 |

202,000 are receiving Family 3L ement. The
rate is estimated to be 50% of those eligi . TR 1 R 1 -
that there will be 400,000 receiving Family Credit
mate of a &60%

t
K
{

£

al

am copying this note Lo Nigel Lawson, David Young, Richard
Luce and Robert Armstrong.

SIS iy,

NICHOLAS LYELL
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CLEEN ANNMES GATE
LONDON SWIH %AT

& May 1987

h«:a::h HW

CIVIL SEEVICE PAY DISPITTE

Thank you for sending me a copy of your
minute of 29 April to the Prime Minister. I have
ne Departmental points to make on the continuing
low key approach which you advoeate, and with which
I agree. I can confirm that we have revlewed our
contingeney plans against pos=aibla trouble in Leondon
and the South~East this week and in the longer Term.
The Metropolitan Police are conscious of posaible
implications for public order.

I am copylng thia letter to the Prime
Minister, to other members of the Cabinet, to
Richard Luce and to Sir Robert Armstrong.

\(W”-’W

“Bouyla.

The Rt Hon Wigel Lewson, M.P.

| CEEFDENTIAL E
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CABINET OFFICE,

WHITEHALL, LONDON SWIA 2AS

Chancellor af the Ducky af Laacaster
Tel No: 270 0020
270 0296

—

§  May 1987

The Rt Hon Nigel Lawson MP
chancellor of the Exchequer
Treasury Chambers
Parliament Street

LONDON

SWl 3IAG

x\iwﬂ 3

D Nl

CIVIL SERVICE PAY DISFUTE

Thank you for the copy of your minute of 29 April to the Prime
Minister.

I agraee that we should continue with our present approach to this
dispute until the six-week rolling strike programme has been
concluded. We may need to review matters further thean. It will be

useful to have a report on the response to the call for strike
action.

I have also seen Richard Luce's minute of 30 April to the Prime
Minister. Perhaps I should reiterate the point I made in my lettar
of 8 April. I see no merit in considering now the development of
new pay arrangements with the CP5S5A on the lines of the IPCS deal.
The nnion leaders have no incentive at present to settle, or to
enter discussions of this kind. To indicate the possibility of new
pay proposals will tend to confuse the issue, and allow the unions
to represent ours as a shifting pesition. We should not be able to
be seen as negotiating under duress.

I am sending a copy of this letter to the Prime Minister, members
of Cabinet, the Minister of State, Privy Council Office, and teo Sir
Robert Armstrong.

[

HORMAN TEBEIT
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10 DOWNING STREET
LONDON SWI1A 244

From the Private Secretary 1 May 1987

Yoo Catr,

CIVIL SERVICE PAY DISPUTE

The Prime Minister has seen the Chancellor's minute of
29 April about the handling of the Civil Service pay dispute,
and 1s content that the Secretary of State [or Employment
should take the lead in emphasising the damage being done,
that the Minister of 5tate, Treasury, should hold himself
available for more general defence and explanation of the
Government's position and that officials should prepare a line
to take and briefing.

I am copying thilis letter to the Private Secretaries to
the members of Cabinet, to Michael Stark (0ffice of the
Minister of State, Privy Council Office) and Trevor Woolley
[Cablinet QEEice).

-,

3o

David Nergrove

Mrs. Cathy Ryding,
BE.M. Treasury.

EﬂHFIDEHTl&L
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MINISTER OF STATE, PRIVY COUNCIL OFFICE

CRY /2006 RM
T‘S =

PRIME MINISTER
) April 1987

CIVIL SERVICE PAY DISPUTE

I agree with the Chancellor in his minute of 79 April that we
should continue with our present low-key strategy for the time
being. We would pain nothing from changing our tactics in the
next couple of weeks.

¢ i agree also, however, that rcthe dispute seems likely Cto
move into a new phase in mid-May, when rthe six-week rolling
programme ends and the unions hold their conferences. We shall
need to consider our options carefully around that time in the
light of developments.

3. The Chancellor referred in his minute of 7 April to the
possibility of developing with the CPSA a modest version of our
new flexible pay proposals on the lines of the recent IPCS deal.
I would also see some advantage In offering talks with the
unlons about wider issues on working conditions and perhkaps
group incentive schemes. We may wish to indicate to the union
leaders at the right moment that these ideas are on the table.

& . Whatever 1s done will need to be based firmly on the
management interests of rthe Service and the need not Gto
undermine the position of those unions which have already
scttled.

P I am sending copies of this minute to members of the
Cabinet and to S5ir Robert Armstrong.

RICHARD LUCE

CONFIDENTIAL
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Switchboard 01-213 3000 GTN Code 213
Facsimile 01-213 5465 Telex 915564

The Rt Hon Higel Lawson MP

Chancellor of Ghe Exchequer

HM Treasury

Great George Street

LONDON SW1 @ijﬂpril 1967

&aﬂ *jqﬂyr FEQHP“
CIVIL SERVICE PAY DISPUTE

1 agree with the asseszsment in your minute of 29 April to the
Prime Minister and with your proposal to continue with the
present low key strategy.

I intand to make a statement befora the ztrilka action begins
ta hit eclaimantz in London and the South East. I attach a
eopy whioh I intend to issue on Bank Holiday Monday S5 May, so
that it is in the papers on Tuesday. I hope this timing will
achieve reasonable press coverage and, more importantly,
reduce the chance of it being used to prompt those who might
wizh to exploit the public order iasuss about which I wrokte to
Douglas Hurd earlier thiszs week. T think it is essential
however to get a clear atatement ocut before the strike action
actually bites.

I hope to take the opportunity of an appearance on BBC TV's
AThizs Week: Next Week"™ over the weekend to make some of the
same points. I welcome the fact that the Minister of 3tate
(Treazury) will hold himselfl available for a more general
daefenca of tha Government's posltion. The mora we can make
clear the reasonableness of the offer the bettar our positlon
Wwill be understood by Che general public.

1 understand that offlicials are arranging for ocolleagues to
have & briefing note avallable for use over the weakend.

I am copying this to the Prime Minisrer, other members of the
Cabinat, tha Minister of ﬁ:ate, Pryvy Council Office, and
Sir Robert Armstrong.

2
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DRAFT PRESS STATEMENT BY THE RT HON LORD YOUNG OF GRAFFHAM

SECRETARY OF STATE FOR EMPLOYMENT

This week tens of thousands of unemployed people in London and
the South East will not get the benefits they need. This ia
gsolely the result of the action being taken by members of two

givil serviece unions = the SCPS and the CPSA.

Their action caused considerable hardship in Scotland over the
Easter holiday, when many families had to wailt for thelr
money. Deaplte this the unions now intend to repeat their
action in London and the South East. As they did in Scotland,
the unions will be aiming to close not only large numbers of
unemployment benelit offices but also,; on Thuraday and Friday,
the computer at Heading which serves them. The effect of thils
combined aection will be to make It once again impossible for
the Department to pay benefit to large numbers of unemployed

people.

The union leaders, ineluding the General Secretary of the

CPSA, still say their primary target is the Government, not

unemployed people. But as I have said before they are going

CONFIDENTIAL
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out of thelr way to target their action on the most vulnerable
sagtion of the community - the unemployed. Why else would
they deliberately aim to close not only Unemployment Benefit
Offices but also many Social Security Offices in London and
the South East which might otherwise have been able to make

emergency payments to the thousands of people involved?

I 40 recognise that the civil servants taking this action have
a difficult job. But they have been made an offer which I1s
above the rate of inflation and this for the second year
running. For many the increase on offer is in the reglon of
5-6%; no cne over 17 will get less than a £5.75 per weak

increase; and there are significant improvements in the

qualif?ing period for leave. This is an offer which many

other c¢ivil servants have already accepted. I am sure the
publie will find it hard to understand how 1t is that eivil
sarvants in secure joba could take this action against the

unemployed people they serve.

I hope they will think again.

CONFIDENTIAL
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Caxton House Tothill 3treet London SWIH ONE

Y
Telephone Dirsct Ling 01-213 9565
Switchboard B1-213 30 GTN Code 213
Facsimite  01-213 5465 Telex 915564

The Rt Hon Douglas Hurd QC MP
Homne Secretary
Home Office

50 Queen Arna's Gate P.. mﬁ_ '2
London SW1H UAT TP

/{]ﬁ;gwh 29fs..

INDUSTRIAL ACTION IN THE CIVIL SERVICE - EFFECT ON LONDON
UKEMPLOYMENT BENEFIT OFFICES

You will want to know of the likeliheod thab guite large

o 1 1 P ¥ . ) g T . 0 Py Ul =y o PR i
Almbtens 'jf il ..'H".- d e L il London and Ehe South BEzat

some of them In potentially awkward areas like Brixton - will
probably not get the payments of unemployment and
supplementary Denellt which theY will Oe expecting next week.

15 is due to a combipnation of almoabt certalil SLrLKE ACLIOH
abt local Upnemployment Benefit Cffices and at the Reading
Unemployment Benefit Service Computer.

At present the precise effect is very hard te predict. The
Reading Computer and a good many of our offlces throughout
London and the South East are likely to be affected by strixe
action next Thursday and Frilday. in addition stalff in mome

D offices = mostly in London - are being called cut for the
rest of the week as well. Based on our eziperience in Scotland
garlier thlza month, where we Faced a similar combination of
actlon at local offices and at their linked Computer Centre at
Livingston, we 2s3timate that up to 100,000 pepple due a
payment next week may ndot get one unti]l early the following
week., Those most at risk are claimants due Lo receive a
girocheque payment Crom Reading next Thursday, Friday and
saturday. Amongat the offices which are likely to be targeted
for strike action throughout the week and where the chances of
getting payments out will thus be correspondingly reduced -
are offices such as Brixton, Hacknay, Woolwich, Borough and
Kinga Cross.

CONFIDENTIAL
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Horman Fowler may be able to comment on whether the Social
Security Offices In the targeted locations wil be able to make
at least some emergency payments to those affected. In
ocotland, however, the unicons deliberately targeted DHSS
offices for strike action in the same locations as the
Unemployment Benefit Offices which they sought to elose, with
the result that clalmants were thrown back an whatever
resources the local authorities could provide. While the
reaction of most of the claimants arfected in Scotland seams
Lo have been one of resignation, it could be different in
parls of London.

We shall obviously seek as next week prograssas to get out as
many payments g3 pos=ible. However, 1 thought you would

want - from a publie order viewpolnt - to know of the
positien. I have asked my officials to keep yours in touch
latar this wesk when we will be better able to judge the
likely impact of next week's action.

I am eopying thi= lettar to the PrimqnﬂlqiﬁEﬁf' Nigel Lawson,
morman Fowler, Norman Tebbit and Nichelas Ridley.
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PRIME MINISTER Pf'!'v:.abn"; "‘G 51

CIVIL SERVICE PAY DISPUTE 'J‘( 'M,f ¥

'

My minute of 7 Apr#l =et out the background to this dispute and

proposals for it&¥ immediate handling.

We are now in the Eourth week of the uniona' six week rolling
DI ogramme . Although this programme has been relatively well

supported in the wvarious regions, its effects in terms of cost and

gocial and economic disturbance have so far been small. A rather

R

higher profile can perhaps be expected next week when the rolling

programme reaches London, where a combination of computer centres
stopping work and the May bank holiday could lead both to more
difficulty and to more media attention. Nevertheless my judgement
is that we should continue with the low key strategy I originally

proposed; and my wiew is that on this basis we should let the six

weak rolling strike programme run through until 15 May.

s o

—

That is the point at which Ffurther decisions will be needed. For

their part the two unions concerned will need to decide whether to
go through with their propeosed ballot for "all out action", or
whether to go for some lesa extreme proposals (eq another round of
the present rolling strikes), or even, although this is less
likely, call a halt. We for our part will have to decide whether we
are prepared ko make any move at all to try teo help woo the unions
away from more extreme courses, or whether we should simply sit it
out in the expectation that if we do the sxtreme courses will come
to nothing. But, to repeat; we do not bhave to take a decision on

this now.




We have put in hand the steps that would enable us to suspend
check-aff in due course if that is what we decide, but E_E;_E;t
praﬁaggnimmediate implementation of any of the other measures that
have been discussed beyond normal and firm managerial action. Our
colleagues will, however, need to ensure that their contingency
plans against possible trouble in and around London next week are
in good order; and we must continue to try to get the right
presentation across to the public. On this I would like to
suggest, that as over Easter in Scotland, the Secretary of State
for Emplovment should take the lead in emphasising the damage being
done by the unions to the unemployed and other claimants, while the
Minister of State (Treasury) will hold himself available for more
general defence and explanation of the Government's position. If
you and others agree T will ask my officials, in conjunction with
the officials of other Departments as appropriate, to help prepare
a line to take, and to arrange For briefing to be ecirculated among

all our colleagues for use as appropriate.

I am copying this minute to the other members of the Cabinet, the

Minister of State, Privy Council Office; and Sir Robert Armstrong.

Cothat (&QM:)
it s

{approved by the Chancellor
and signed in his absence)

29 April 1987
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PRIME MINISTER __ M st d e ?{Am_a_m

Y

Discretionary Pay at Grades 2 and 3

In my minute of 16 December about discretionary pay at
Grades 2 and 3 1 said that I should be circulating the proposed
scheme so that Permanent Secretaries could go over it with their

] el ik :
staff in these grades and also that there could be consultations

with staff interests.

2. This process has now been completed. Subject to the issue
of pensionability, discussed below, on which a decision is

needed, the way is open for you to announce the details of the
— e

schems, It would be convenient to do this at the same time as
vou announce the Government's decisions on this year's ReEﬂrt by

the Top Salaries Review Body (TSRB); otherwise the Review Body
e .
announcement will give rise to a lot of supplementary questions

about the discretionary pay scheme,

General Reaction

3, Reaction from senior staff to the scheme has been mixed.
The principle of linEEEEH;;; and performance is bacoming much
more genarally accepted, but there has been criticism of
gepecific aspectes of the scheme, such as the size of the
discretionary increments and the expectation that no more than
25 per cent of staff in each grade will be in receipt of
increments at any one time even though this is what the TSRB
recommended. The unions concerned, who have representational
but not negotiating rights at this level, have also been
consulted. Generally speaking their views are on much the same

L
MANAGEMENT IN CONFIDENCE

PAYAAS




MANAGEMENT IN CONFIDENCE

lines as those of senior staff. They are particularly concerned
about the details in so far as these might set a precedent for
lower grades for whom they do have negotiating rights.

4. 1 do net think that this reaction is surprising. Indeed
thera are positive elements in it: the general acceptance of the
principle of relating pay to performance, and the agreement that
in principle discretionary increments are preferable to
performance bonuses. I would not expect there to be any
dramatic change in attitudes overnight when the scheme is
introducad, But it will be important to keep the working of the
gcheme under close review when it is in operation to see whether
and how it can be improved: and there are two particular points
of criticism which I think it would be useful to address now.

Bxtension to other grades

. Pirst, many Permanent Secretaries reported the view that it

was wrong to introduce performance pay solely for the most

senior grades and that it should be extended down the line to
other grades with all dua speed.

=

6. I sympathise with this view. As it happens, there have
been some important recent developments, not public at the time
of consultation, which show considerable progress in the
axtension of performance pay Lo other grades. MISC 66 has
agreed that there should be a new scheme of performance-related

———

FQEEEPE Grades 4 to 7 when the performance bonus experiment ends

in March 1988, As an interim step in that direction the
Treasury, with the suopport of the Cabinet 0ffice (MPO), has
proposed to the unions in this year's pay negotiations that
there should ba a new increment for Grade 53 from September
1987, to be known as a performance peoint, the award of which
will be linked teo performance markings in annual reports. The
Treasury have also told the onions that they will be bringing
forward proposals which will allow accelerated incremental

7
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progression for outstanding performance by stalf down teo

grade 7 coupled with the withhelding of increments for staff
whosa performance falls below an acceptable standard. And lower
down the Service, below Grade 7, there i8 now the new
provisional agreement with the Institution of Professional Ciwvil
Servants, a radical departure from traditional pay arrangem