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C O P Y NO 35 

C A B I N E T 

L I M I T E D C I R C U L A T I O N A N N E X 

CC(80) 26th C o n c l u s i o n s 

Tuesday 1 J u l y 1980 at 10. 30 a m 

T h ^ Cabinet c o n s i i e r e d a m e m o r a n d u m by the C h a n c e l l o r of the 
Duchy of L a n c a s t e r (C(80) 33) on the recommendat ions i n the 
15th Repor t of the Top S a l a r i e s R e v i e w Body ( T S R B 15) for new ra tes 
for the s a l a r i e s and s e c r e t a r i a l a l lowances of M e m b e r s of 
P a r l i a m e n t ( M P s ) , the s a l a r i e s of M i n i s t e r s , and P e e r s ' expenses 
a l lowances ; a note by the S e c r e t a r y of the Cabinet (C(80) 32) 
cover ing the 14th R e p o r t of the T S R B on ra tes of s a l a r y for the 
higher C i v i l S e r v i c e , sen ior o f f i c e rs of the a r m e d f o r c e s , the 
higher j u d i c i a r y and the c h a i r m e n and b o a r d m e m b e r s of na t i ona l i s ed 
i n d u s t r i e s ; and a note by the S e c r e t a r y of the Cabinet (C(80) 34) 
cover ing a note by o f f i c i a l r on some options f o r dea l ing w i th the two 
T S R B r e p o r t s . 

T H E P R I M E M I N I S T E R s a i d that T S R B 14 r e c o m m e n d e d i n c r e a s e s 
i n a range f r o m 16.2 p e r cent to 30 . 6 p e r cent, a n d averag ing 
25,8 per cent with effect f r o m 1 A p r i l 1980; and T S R B 15 
recommended i n c r e a s e s for M P s of 14. 6 per cent f r o m 13 June 1980. 
It was n e c e s s a r y to cons ider these proposa l s against the background 
of the c u r r e n t r i s i n g l e v e l s o f unemployment , mount ing c r i t i c i s m of 
the l e v e l s of pub l i c sector pay, and the overspending by some 
Government Departments i n the f i r s t three months of the p r e s e n t 
f inanc ia l y e a r . T h e Government was d i r e c t l y r e s p o n s i b l e for the 
dec is ions on these i n c r e a s e s , o ther than those f or M P s , and the 
outcome would inf luence the approach to pay negotiat ions l a t e r i n 
the year i n both the p u b l i c and p r i v a t e s e c t o r s . T h e two T S R B 
repor t s should be l ooked at together and given b r o a d l y s i m i l a r 
t reatment . In r each ing dec i s i ons i t would be n e c e s s a r y to recognise 
the impor tance of p r e s e r v i n g reasonable d i f f e rent ia l s between grades , 
both i n the C i v i l S e r v i c e and i n the a r m e d f o r c e s . The Government 
would have to be p r e p a r e d to i m p o s e l o w e r ra tes of pay f or 
A s s i s t a n t S e c r e t a r i e s than those suggested by pay r e s e a r c h and to 
refuse a r b i t r a t i o n to the A s s i s t a n t S e c r e t a r y grade, i f that was 
necessary to ensure a reasonable d i f f e rent ia l between the m a x i m u m of 
the A s s i s t a n t S e c r e t a r y sca le and the r a t e for Under S e c r e t a r i e s at 
l e v e l s wh i ch were not e x c e s s i v e l y h igh . 
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T H E C H A N C E L L O R O F T H E D U C H Y O F L A N C A S T E R s a i d that he 
r e c o m m e n d e d acceptance of the f u l l 14. 6 p e r cent i n c r e a s e p r o p o s e d 
i n T S R B 15 f or M P s . T h e G o v e r n m e n t was p u b l i c l y c o m m i t t e d to 
i m p l e m e n t i n g the updat ing p r o p o s e d b y the T S R B . a n d i t wou ld be a 
grave step to go back o n t h i s . T h e E x e c u t i v e of the 1922 C o m m i t t e e 
and P a r l i a m e n t a r y L a b o u r P a r t y b e l i e v e d that i n p r i n c i p l e the T S R B 
recommendat ions shou ld be accepted . It w a s , h o w e v e r , d i f f i c u l t to 
judge what would be the r e a c t i o n to the p r o p o s a l o f 14. 6 p e r cent 
s ince M P s w e r e g e n e r a l l y expec t ing a r e c o m m e n d a t i o n i n the o r d e r 
of 20 p e r cent . G i v e n that 14. 6 p e r cent was s u b s t a n t i a l l y be low 
expectat ions , and be low the c u r r e n t r a t e of i n c r e a s e i n the R e t a i l 
P r i c e Index and i n o ther c o m p a r a b l e s a l a r i e s , he b e l i e v e d that the 
Government should not go back o n i t s u n d e r t a k i n g i n o r d e r to m a k e 
further m a r g i n a l r e d u c t i o n s . T h e C a b i n e t h a d a l r e a d y a g r e e d to 
i m p l e m e n t the second stage i n c r e a s e s due to M i n i s t e r s . T h e r e was 
no r u c h p u b l i c c o m m i t m e n t t o u p r a t e the s a l a r i e s o f M i n i s t e r s a s 
there was i n the case of M P s , and i t should be p o s s i b l e to set an 
example e i ther by m a k i n g no a d d i t i o n a l p a y m e n t s to C a b i n e t M i n i s t e r s 
and a p a r t i a l payment to j u n i o r M i n i s t e r s o r by m a k i n g a s m a l l 
payment to the f o r m e r and a l a r g e r one to the l a t t e r . 

In d i s c u s s i o n the f o l l o w i n g p o i n t s w e r e m a d e -

a . S ince the G o v e r n m e n t h a d p u b l i c l y u n d e r t a k e n to accept 
the outcome of T S R B 15 the e conomic s i t u a t i o n had s e r i o u s l y 
d e t e r i o r a t e d . In p a r t i c u l a r u n e m p l o y m e n t was r i s i n g s h a r p l y 
and t h e r e w e r e i n c r e a s i n g s i gns o f e c o n o m i c d o w n t u r n . 
P r i v a t e s e c t o r e m p l o y e r s w e r e now u n d e r s t r o n g f i n a n c i a l 
p r e s s u r e s to seek r e l a t i v e l y s m a l l pay se t t l ements i n the 
next r o u n d , but t h e i r a b i l i t y to do so w o u l d be weakened i f 
the G o v e r n m e n t w e r e seen to be g i v i n g l a r g e i n c r e a s e s i n the 
pub l i c s e r v i c e s f o r w h i c h they h a d d i r e c t r e s p o n s i b i l i t y . I n 
these c i r c u m s t a n c e s the G o v e r n m e n t was j u s t i f i e d i n adopt ing 
a new a p p r o a c h , and i n m a k i n g c l e a r that i t c o u l d not a f f o r d 
set t lements at the l e v e l s p r o p o s e d . W h i l e i t m i g h t be a r g u e d 
that the se t t l ements w e r e at the end of the p r e s e n t r o u n d , 
they would be bound to i n f l u e n c e f o r t h c o m i n g pay nego t i a t i ons . 
U n l e s s the G o v e r n m e n t took a tough l i n e on these g r o u p s , 
wh i ch had a l l had m a j o r i n c r e a s e s i n the l a s t y e a r , i t c o u l d 
not hope to in f luence se t t l ements i n the next r o u n d o r to 
persuade the country that i t was showing d e t e r m i n a t i o n i n 
dea l ing w i t h the c u r r e n t s e r i o u s e c o n o m i c a l and s o c i a l 
s i tua t i on . 
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b . S ing le f i g u r e se t t lements w e r e n e c e s s a r y to have the 
m a x i m u m i m p a c t . N i n e p e r cent was the m i d - p o i n t o f the 
range of 7-11 p e r cent f o r the m o n e y supply t a r g e t ; but the 
G o v e r n m e n t should th ink i n t e r m s of an a v e r a g e figure w i t h 
a s ca t ter of r a t e s between grades and groups and i t would 
be i m p o r t a n t to a v o i d the appearance of a pay n o r m . 

c. I f M P s ' s a l a r i e s were to be i n c r e a s e d to £11, 750 
that would r e p r e s e n t a n i n c r e a s e of 9. 6 p e r cent . It was 
thought that the m a j o r i t y of C o n s e r v a t i v e M P s w o u l d be 
p r e p a r e d to sett le f o r 10-12 p e r cent , and m i g h t w e l l be 
p e rs uad e d to accept 9 . 6 p e r cent . It w o u l d be n e c e s s a r y 
to take i n f o r m a l soundings before the G o v e r n m e n t put f o r w a r d 
i t s r e c o m m e n d a t i o n s as a ba.us f o r a f r e e vote of the H o u s e . 
It was i m p o r t a n t that the G o v e r n m e n t ' s p r o p o s a l s should not 
be defeated: w h i l e a defeat c o u l d be p r e s e n t e d as the d e c i s i o n 
of M P s , i t wou ld cause bad f e e l i n g and c o u l d have r e p e r c u s s i o n s 
on the hand l ing of o ther b u s i n e s s i n the H o u s e . R a t h e r than 
i n v i t e c omments on the r e c o m m e n d a t i o n s i n T S R B 15 i t w o u l d 
be better to t r y to in f luence M P s by announc ing , when 
T S R B 15 was p u b l i s h e d , what w e r e the G o v e r n m e n t ' s 
d e c i s i o n s on the i n c r e a s e s f o r M i n i s t e r s and f o r the T S R B 14 
G r o u p s and t h e i r r e c o m m e n d a t i o n s f o r M P s . 

d . T h e r e c o m m e n d a t i o n s i n T S R B 14 w e r e o n a v e r a g e 
c o n s i d e r a b l y M g h e r than those i n T S R B 15; i f the groups 
c o v e r e d by T S R B 14 w e r e s i m i l a r l y brought down to a n 
average i n c r e a s e of 9 . 6 p e r cent , i t c o u l d be a r g u e d that 
they would be t r e a t e d p r o p o r t i o n a t e l y m o r e s e v e r e l y than 
M P s , . T h i s po inted to e x a m i n i n g the p o s s i b i l i t y of r e d u c i n g 
the T S R B 14 r e c o m m e n d a t i o n s p r o r a t a w i t h the r e d u c t i o n 
proposed for M P s , w h i l e p r e s e r v i n g the p r e s e n t c a s h 
d i f f e r e n t i a l s between g r a d e s . T h i s a p p r o a c h w o u l d i n v o l v e 
going back on the c o m m i t m e n t e i t h e r to accept the p r o p o s e d 
i n c r e a s e s f o r the A s s i s t a n t S e c r e t a r y g r a d e to £ 2 2 , 000 
which had e m e r g e d f r o m the P a y R e s e a r c h U n i t ( P R U ) 
e x e r c i s e o r to l e t the A s s i s t a n t S e c r e t a r i e s go to a r b i t r a t i o n 
on that amount . 

e. In the i n t e r e s t of s i m p l i c i t y t h e r e was a case f o r 
g iv ing Cabinet M i n i s t e r s the s a m e p e r c e n t a g e i n c r e a s e as 
other M i n i s t e r s and M P s . O n the o t h e r hand , i t m i g h t be 
better f o r Cab ine t M i n i s t e r s to t a k e no i n c r e a s e beyond the 
staging a l r e a d y a g r e e d , even though t h i s wou ld be seen a s 
no m o r e than a g e s t u r e . E i t h e r way, i n c r e a s e s up to those 
a g r e e d for M P s should be a l l o w e d f o r j u n i o r M i n i s t e r s . In 
addi t i on ways should be sought of finding a d d i t i o n a l s u m s , 
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through attendance a l lowances o r i n some s i m i l a r way, 
for jun ior M i n i s t e r s i n the House of L o r d s . Such M i n i s t e r s 
r e c e i v e d no P a r l i a m e n t a r y s a l a r y of the k i n d a v a i l a b l e to 
the i r co l leagues i n the C o m m o n s , and t h e i r s e r v i c e i n 
Government often entai led substant ia l s a c r i f i c e . Without 
ass i s tance some of them m i g h t f ind i t i m p o s s i b l e to continue 
to serve . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
Cabinet agreed that the Government should advise M P s to accept an 
inc rease of 9. 6 p e r cent, g iv ing them £11, 750 f r o m 13 June 1980, 
rather than 14. 6 per cent as r e c o m m e n d e d i n T S R B 15. It would 
have to be made c l e a r that, although the Government had h i ther to 
undertaken to accept the r e c o m m e n d a t i o n s i n T S R B 15, they now fe l t 
bound to r e commend a l o w e r r a t e of i n c r e a s e , i n v i e w of the present 
economic c l i m a t e The Cabinet would c ons ider f u r t h e r whether 
Cabinet M i n i s t e r s should r e c e i v e an i n c r e a s e i n l i n e w i th that f o r 
M P s or something l e s s than that . It would be n e c e s s a r y to give 
inc reases to j u n i o r M i n i s t e r s o f up to , but no m o r e than, those 
offered to M P s . F u r t h e r c ons idera t i on should be g iven to the 
p o s s i b i l i t y of o f fer ing M i n i s t e r s i n the L o r d s a n attendance a l lowance 
or some other supplement to t h e i r M i n i s t e r i a l s a l a r i e s wh i ch would 
help to meet the p a r t i c u l a r p r o b l e m s they faced . T h e Cabinet d i d 
not agree that M P s ' s e c r e t a r i a l and r e s e a r c h a s s i s t a n c e a l l owances 
should go up by 18 p e r cent as proposed i n T S R B 15; t h i s i n c r e a s e 
should be reduced p r o r a t a to the proposed reduc t i on i n M P s ' s a l a r i e s 

The Cabinet a lso agreed that the i n c r e a s e s re commended for the 
four groups covered by T S R B 14 were unacceptably h i g h . The 
Secre tary of the Cabinet should a r r a n g e for o f f i c i a l s to p r e p a r e a 
further note sett ing out the options f or r e d u c t i o n s . T h i s should 
indicate f i r s t what would be the outcome of def lat ing the genera l l e v e l 
of i n c r e a s e s recommended i n T S R B 14 by the same fac tor -
approx imate ly 35 p e r cent - that was proposed for r e d u c i n g the 
i n c r e a s e i n M P s ' s a l a r i e s f r o m 14. 6 p e r cent to 9 . 6 p e r cent . T h i s 
would make i t n e c e s s a r y to i m p o s e a s a l a r y l e s s than that r e s u l t i n g 
f r o m the P a y R e s e a r c h Uni t f indings for A s s i s t a n t S e c r e t a r i e s ; but 
the o v e r a l l i n c r e a s e should be m o d i f i e d wi th a v i e w to p r e s e r v i n g 
broadly the cash d i f f e rent ia l s between the g rades . T h e table 
should ind icate the r e s u l t i n g weighted average percentage i n c r e a s e 
for each of the four groups and for the four groups as a whole . The 
r e s u l t i n g average i n c r e a s e would i n e v i t a b l y be h igher than the 
9. 6 per cent proposed for M P s . The table should a l s o i l l u s t r a t e 
the i m p l i c a t i o n s of holding the o v e r a l l i n c r e a s e i n the wage b i l l f or 
the T S R B groups as a whole to 9. 6 p e r cent, wh i l e pay ing due r e g a r d 
to the p r e s e r v a t i o n of appropr ia te d i f f e r e n t i a l s . M i n i s t e r s 
recognised that th i s approach would m e a n that the Government 
would have to set as ide the pay r e s e a r c h r e s u l t s for A s s i s t a n t 
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S e c r e t a r i e s and to re fuse to l e t the A s s i s t a n t S e c r e t a r i e s go to 
a r b i t r a t i o n . F o r the n a t i o n a l i s e d i n d u s t r i e s the s a l a r i e s e m e r g i n g 
f r o m th i s p r o c e s s of c a l c u l a t i o n wou ld a p p l y t h i s t i m e r o u n d . 
Therea f t e r the a r r a n g e m e n t s wou ld be o n the b a s i s a g r e e d !>y 
the M i n i s t e r i a l C o m m i t t e e o n E c o n o m i c S t r a t e g y at t h e i r m e e t i n g on 
20 M a y . F o r a l l groups pens i ons would be b a s e d o n s a l a r i e s 
ac tua l ly p a i d , except w h e r e , as i n the c a s e of M P s , the G o v e r n m e n t 
had ' . l r e a d y u n d e r t a k e n to base t h e m o n a h i g h e r amount . 

The Cabinet would r e s u m e t h e i r d i s c u s s i o n on the b a s i s of t h i s 
fur ther r e p o r t f r o m o f f i c i a l s . In the m e a n t i m e she w o u l d , together 
wi th the C h a n c e l l o r of the D u c h y o f L a n c a s t e r and the C h i e f W h i p , 
see the C h a i r m a n of the 1922 C o m m i t t e e . She wou ld e x p l a i n that the 
G o v e r n m e n t ' s p r o v i s i o n a l i n t e n t i o n w o u l d be to announce a d e c i s i o n 
on the pay of M i n i s t e r s and o f the groups c o v e r e d by T S R B 14 at the 
same t i m e as m a k i n g t h e i r r e c o m m e n d a t i o n s f o r the i n c r e a s e to 
apply to M P s . F o r the p r e s e n t t h e r e s h o u l d be no p u b l i c i n d i c a t i o n 
of the G o v e r n m e n t ' s t h i n k i n g o ther than that u s e f u l p r o g r e s s was 
being m a d e . 

The Cab inet -

1. Took note, w i t h approved, of the P r i m e 
M i n i s t e r ' s s u m m i n g up of t h e i r d i s c u s s i o n . 

2 . I n s t r u c t e d the S e c r e t a r y o f the C a b i n e t 
to a r r a n g e f o r the p r e p a r a t i o n of a f u r t h e r note 
on the l i n e s i n d i c a t e d by the P r i m e M i n i s t e r i n 
her s u m m i n g u p . 

Cabinet Of f i ce 

2 J u l y 1980 
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