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C O P Y NO 80 

C A B I N E T 
ions 

C O N C L U S I O N S of a M e e t i n g of the Cabinet 
held at 10 Downing Street on 

T H U R S D A Y 3 J U L Y 1980 

at 9. 30 a m 

P R E S E N T 

The R t Hon M a r g a r e t Thatcher M P 
P r i m e M i n i s t e r 

Hon W i l l i a m Whitelaw M P 
State for the Home Department 

Ion L o r d C a r r i n g t o n 
.ry of State for F o r e i g n and 
>nweaith A f f a i r s 

Hon I 
try of 

Sir Ke i th Joseph M P 
State for Industry 

Hon L o r d Soamc s 
resident of the Counc i l 

Hon! Peter Walker M P 
A g r i c u l t u r e , F i s h e r i e s and F o o d 1 ° f 

Hon George Younger M P 
p State for Scotland 

fm Humphrey A t k i n s M P 
.ry of State for Nor thern I re land 

on Norman St John-Stevas M P 
l l or of the Duchy of L a n c a s t e r 

Hon David Howel l M P 
iry of State for Energy 

John Bi f fen M P 
lecretary, T r e a s u r y 

T h e R t Hon L o r d H a i l sham 
L o r d C h a n c e l l o r 

The R t Hon S i r Geo f f rey Howe Q C M P 
C h a n c e l l o r of the Exchequer 

T h e R t Hon F r a n c i s P y m M P 
S e c r e t a r y of State for Defence 

T h e R t H o n J a m e s P r i o r M P 
S e c r e t a r y of State f o r E m p l o y m e n t 

T h e R t Hon M i c h a e l Hese l t ine M P 
S e c r e t a r y of State f o r the E n v i r o n m e n t 

T h e R t H o n N i c h o l a s E d w a r d s M P 
S e c r e t a r y of State for W a l e s 

The R t H o n P a t r i c k J e n k i n M P 
S e c r e t a r y of State f o r S o c i a l S e r v i c e s 

T h e R t H o n J o h n Nott M P 
S e c r e t a r y of State f o r T r a d e 

T h e R t Hon M a r k C a r l i s l e Q C M P 
S e c r e t a r y of State f or E d u c a t i o n and Sc ience 

The R t Hon A n g u s Maude M P 
P a y m a s t e r G e n e r a l 
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T H E F O L L O W I N G W E R E A L S O P R E S E N T 

e Rt H o i Norman Fowler M P The Rt Hon M i c h a e l J o p l i n g M P 
nister of Transport P a r l i a m e n t a r y Secre tary , T r e a s u r y 

.* Douglas Wass M r T B u r n s 
easury (Item 5) T r e a s u r y (Item 5) 

M r J R Ibbs 
C e n t r a l P o l i c y Rev i ew Staff 
(Item 5) 

S E C R E T A R I A T 

S i r Robert A r m s t r o n g 
M r M D M F r a n k l i n (Items 2 and 3) 
M r P L e Cheminant (Items 4 and 5) 
M r R M H a s t i e - S m i t h (Items 2 and 3) 
M r W N Hyde (Item 1) 
M r D J L Moore (Items 4 and 5) 
M r J M L y o n (Item 1) 

C O N T E N T S 

Subject Fage 

P A R L I A M E N T A R Y A F F A I R S 1 

F O R E I G N A F F A I R S 

North At lant i c Treaty Organisat ion 1 

Chancel lor Schmidt ' s V i s i t to Moscow 1 

C O M M U N I T Y A F F A I R S 2 

T O P S A L A R I E S R E V I E W B O D Y R E P O R T S 2 

T H E E C O N O M I C P R O S P E C T 3 
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J A M E N T A R Y 1. The Cabinet were in formed of the business to be taken i n the 
JRS House of Commons dur ing the fo l lowing week. I 
CIGN 2. T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y sa id 
VIRS that a useful meeting of the F o r e i g n M i n i s t e r s of the member states 

of the North A t l a n t i c T r e a t y Organisat ion (NATO) had taken place i n 
i Atlantic A n k a r a i n the previous week; but there was s t i l l no sign of any 
fcy agreement being reached between Greece and T u r k e y which would 
oisation lead to the Greeks coming back into the N A T O m i l i t a r y s t ruc ture . 
ious 
rence: 
9)17th 
Lusions 
te 2 

cellor T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y sa id that the 
'idt's v i s i t of the Chancel lor of the F e d e r a l Republ ic of G e r m a n y , 

t o H e r r Schmidt, to Moscow seemed to have fol lowed the l i n e which 
; ° w had been forecast . Chance l lor Schmidt had taken up a f i r m pos i t ion 

i n regard to the Soviet invas ion of Afghanistan but had not made any 
impact . Indications had emerged f r o m h i s d i s cuss ions that the 
Soviet Union might be w i l l i n g to talk b i l a t e r a l l y to the United States 
about the deployment of the i r SS-20 theatre nuclear weapons and 
the North A t l a n t i c T r e a t y Organisat ion ' s modernisat ion plans for 
i t s theatre nuclear weapons, but the prospect of such ta lks s t i l l 
seemed to be a long way off. 

The Cabinet 

Took note. 

1 
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• N I T Y 

ious 
ifeace: 
J 5th 
l i o n s 

1 

3. T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y said 
i t now seemed l i k e l y that M o n s i e u r Gaston T h o r n would be appointed 
as the new Pres ident of the C o m m i s s i o n of the European Communi t i e s , 
the F r e n c h having withdrawn the ir object ion. M o n s i e u r T L o r n 
would be p r e s i d i n g over the C o m m i s s i o n dur ing an important per i od 
for the future of the Communi ty . 

T H E S E C R E T A R Y O F S T A T E F O R E D U C A T I O N A N D S C I E N C E sa id 
that Educat ion M i n i s t e r s of the European Community had recent ly 
met for the f i r s t t ime since 1976. The meet ing had been a 
sat is factory one and had not invo lved commitments to addit ional 
expenditure. 

T H E S E C R E T A R Y O F S T A T E F O R T H E E N V I R O N M E N T repor ted 
that, fo l lowing a B r i t i s h i n i t i a t i v e , the C o u n c i l of M i n i s t e r s 
(Environment) had now agreed to a Community ban on the i m p o r t 
of p r i m a r y whale products . T h i s had been w e l l rece ived by the 
B r i t i s h P r e s s and could be p u b l i c i s e d as a success for the Communi ty . 

The Cabinet -

Took note. 

H U E S 
B O D Y 

6th 
ons 

4. The Cabinet considered a memorandum by the Secre tary of 
the Cabinet (C(80) 37) on the 14th and 15th Reports of the Top Sa lary 
Rev iew Body deal ing respec t ive ly with the pay of the /Higher C i v i l 
S e r v i c e , senior o f f i cers of the A r m e d F o r c e s , the -hirgi/ j u d i c i a r y 
and Nat ional i sed Industry C h a i r m e n and B e a r d M e m b e r s and of 
M i n i s t e r s and M e m b e r s of P a r l i a m e n t . 

The Cabinet '8 d i s cuss ion and conclusions a r e recorded separate ly . 
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!E ECONOMIC 5. The Cabinet cons idered a m e m o r a n d u m by the C h a n c e l l o r of 
.OSPECT the Exchequer (C(80) 35) on recent developments i n the economy and 

the outlook ahead. 

M R B U R N S , the C h i e f E c o n o m i c A d v i s e r to the T r e a s u r y , p resented 
an a n a l y s i s of the G o v e r n m e n t ' s economic s t rategy . H e concluded 
that the growth o f the money supply was now under c o n t r o l and that 
ther J were signs of a s low down i n the r a t e of i n f l a t i o n as we moved 
through 1980 and into 1981. To m a i n t a i n p r o g r e s s i t would be v i t a l 
for the Government to keep c o n t r o l over the P u b l i c Sector B o r r o w i n g 
Requirement ( P S B R ) and Government spending. Unemployment was 
r i s i n g r a p i d l y because of e x c e s s i v e pay set t lements . O n l y when 
the i n c r e a s e i n average earning? was brought wi th in the range of 
f igures for the growth of money supply would t h e r e be the b a s i s for 
a sustained r e d u c t i o n i n the r a t e o f i n f l a t i o n , the r e s u m p t i o n of 
growth and a reduc t i on i n unemployment . None of the a l t e r n a t i v e s , 
such as r e l a x i n g the m o n e t a r y targe ts o r r e d u c i n g the exchange 
rate , was a t t rac t ive o r of fered any hope for a susta ined i m p r o v e m e n t 
i n the outlook. 

M R I B B S , Head of the C e n t r a l P o l i c y R e v i e w Staff, s a i d that there 
was a bas7*c quest ion why, c om pared wi th other i n d u s t r i a l i s e d 
countr ies , money supply and hence i n f l a t i o n had repeated ly r i s e n 
m o r e s t rong ly i n the Uni ted K i n g d o m . One r e a s o n was that a be l i e f 
i n "cost of l i v i n g " ent i t lements was deeply embedded, whi l e 
management had f a i l e d to i n s i s t on i m p r o v e d p r o d u c t i v i t y so that 
unit labour costs could r e m a i n stable , o r f a l l , even though wages 
r o s e . W i t h i n a t ight ly c o n t r o l l e d money supply t h e r e would be 
cons iderable damage to the i n d u s t r i a l s t r u c t u r e i f h igh wage 
settlements and i n c r e a s e d uni t costs p e r s i s t e d . It was e s s e n t i a l 
to back up the economic p o l i c y w i th explanat ion and education a i m e d 
at changing at t i tudes . Companies had to be persuaded to stand out 
for pay sett lements at l o w e r l e v e l s r a t h e r than to buy t i m e and a v e r t 
s t r i k e s by the apparent ly easy route of h igher se t t lements . Thus 
the Government ' s a i m i n i m p l e m e n t i n g the economic strategy should 
be to do everything poss ib l e to modi fy the genera l attitude on pay 
and product iv i ty and to keep down the cash r e q u i r e m e n t s of the 
publ ic sec tor . 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R s a i d that current 
developments i n the economy were not substant ia l ly d i f ferent f r o m 
what had been expected at the t i m e of the Budget . But there were 
two impor tant qua l i f i ca t ions to t h i s . F i r s t , pay i n c r e a s e s had been 
s igni f i cant ly bigger than had been hoped; second, there were 
d i f f i cul t ies i n containing the P S B R i n 1981-82. T h e P S B R p r o b l e m s 
arose not f r o m the revenue side of the account but f r o m the 
prob lems of c o n t r o l l i n g expenditure and b o r r o w i n g by c e n t r a l 
Government , the l o c a l author i t i es and the nat i ona l i sed i n d u s t r i e s . 
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If the economic s t ra tegy w e r e to s u c c e e d , i t was c r u c i a l f o r 
Government D e p a r t m e n t s and l o c a l a u t h o r i t i e s to s tay w i t h i n t h e i r 
cash l i m i t s and the n a t i o n a l i s e d i n d u s t r i e s w i t h i n t h e i r E x t e r n a l 
F i n a n c i n g l i m i t s . T h e r e w e r e d i f f e r e n t v i e w s among f o r e c a s t e r s 
about the l i k e l y depth and d u r a t i o n c f the U n i t e d K i n g d o m e c o n o m i c 
r e c e s s i o n ; and a good d e a l wou ld t u r n o n o u r cost c o m p e t i t i v e n e s s 
at a t i m e of w o r l d r e c e s s i o n . B u t the p r o s p e c t was that the 
company sec tor m i g h t r e m a i n i n s u b s t a n t i a l f i n a n c i a l d e f i c i t t h r o u g h 
the p e r i o d to 1983; that u n e m p l o y m e n t wou ld r i s e s teep ly , and 
exceed the l e v e l of 1.8 m i l l i o n by a u t u m n 1981 w h i c h had been 
p r e v i o u s l y a s s u m e d ; and that , w h i l e i n f l a t i o n would d e c e l e r a t e , 
th i s would not happen as q u i c k l y as had been hoped . N e v e r t h e l e s s , 
after a t ight budgetary p o s i t i o n i n 1981-82, t h e r e shou ld be some 
scope i n the l a t e r y e a r s f o r tax r e d u c t i o n s c ons i s t ent w i t h the 
o v e r r i d i n g ob ject ive of b r i n g i n g down the g r o w t h of m o n e y supply 
and i n f l a t i o n . F a .ed w i th the d i f f i c u l t i e s of c onta in ing the P S B R 
and r e d u c i n g m o n e t a r y g r o w t h i n 1981-82, and i n the p r e s e n t 
de l i ca te ly p o i s e d s i t u a t i o n , i t was m o r e than ever i m p e r a t i v e to 
ho ld to the economic s t r a t e g y . It was o n l y by b r i n g i n g about the 
needed adjustments i n the economy i n that p e r i o d that the G o v e r n m e n t 
could c rea te the condit ions f o r sound and s u s t a i n a b l e g r o w t h i n the 
m e d i u m t e r m . 

In d i s c u s s i o n i t was a r g u e d that i n l o o k i n g at the economic s t r a t e g y 
i t was v e r y i m p o r t a n t to take account of the p o l i t i c a l and s o c i a l 
consequences of f o l l o w i n g i t t h r o u g h . T h e p r o s p e c t was o f 
unemployment r i s i n g to o v e r 2 m i l l i o n . A t the s a m e time the 
squeeze on company l i q u i d i t y was m u c h m o r e s e v e r e than had been 
expected and th i s was a f fec t ing i n v e s t m e n t . T h e r e was a danger 
of w idespread and l a s t i n g damage to the c o u n t r y ' s i n d u s t r i a l b a s e . 
It was not j u s t a m a t t e r of i n d i v i d u a l f i r m s going out of b u s i n e s s ; 
there was a r i s k that whole l i n e s of p r o d u c t i o n would d i s a p p e a r , 
and open the B r i t i s h m a r k e t to f o r e i g n f i r m s who wexe not 
n e c e s s a r i l y better o r m o r e e f f i c i en t . I f the s t r a t e g y w e r e to 
succeed, i t was n e c e s s a r y to l ook f or some p a l l i a t i v e s . T h e r e was 
a case f or m o r e expenditure to keep people off the u n e m p l o y m e n t 
r e g i s t e r . M e a s u r e s should be t a k e n to encourage o l d e r w o r k e r s 
to r e t i r e e a r l i e r and , i n p a r t i c u l a r , i t was n e c e s s a r y to t a c k l e the 
p r o b l e m of g rowing u n e m p l o y m e n t a m o n g young peop le , by a d d i t i o n a l 
t r a i n i n g and youth employment s c h e m e s . T h e G o v e r n m e n t should 
not shr ink f r o m the a d d i t i o n a l p u b l i c expendi ture i n v o l v e d , w h i c h 
was p r e f e r a b l e to the a l t e r n a t i v e o f h i g h e r expendi ture on u n e m p l o y m e n t 
benef i ts . It was a l so n e c e s s a r y to l ook for m e a s u r e s to r e v i v e i n v e s t ­
ment; perhaps , f o r e x a m p l e , by adopt ing M r A l a n L o r d ' s p r o p o s a l s f o r 
giving r e l i e f to tax - exhaus ted c o m p a n i e s . T o r e s o l v e the apparent 
incons i s tency between s i m u l t a n e o u s l y s t i m u l a t i n g p r o d u c t i v i t y and 
r e d u c i n g unemployment , the G o v e r n m e n t shou ld cont inue to g i v e f i s c a l 
encouragement to the new and expanding i n d u s t r i e s w h i c h would be 
able to c reate j o b s . 

4 



SECRET 

On the other hand, whi le there should be scope for some r e o r d e r i n g 
of p r i o r i t i e s wi th in pub l i c expenditure t o t a l s , i t was e s sent ia l that 
the Government should s t i c k to the cash l i m i t s and to the o v e r a l l 
publ ic expenditure p lans which had been agreed l a s t y e a r . O t h e r w i s e , 
publ ic sector bor rowing would i n c r e a s e , i n t e r e s t ra tes would stay 
high, and the present p r e s s u r e s on p r i v a t e sector i n d u s t r y would 
be u n n e c e s s a r i l y and damaging ly p r o t r a c t e d . A l l the suggested 
a l ternat ives to the present economic s t rategy c a r r i e d h igh r i s k s of 
greater in f la t i on and greater l o s s of output and employment i n the 
longer t e r m . 

In further d i s c u s s i o n the fo l l owing points were made -

a* W h i l e unemployment would r i s e f r o m i t s present 
l e v e l s , i t should not be a s s u m e d that i t would do so as m u c h 
as some commentators expected. To some extent the 
outcome would depend on the depth o f the w o r l d r e c e s s i o n , 
f r o m which we could not be i s o l a t e d . M o r e d i r e c t l y i t would 
t u r n on how q u i c k l y i n c r e a s e s i n the l e v e l s o f pay and p r i c e s 
came down. 

b . The squeeze on corporate l i q u i d i t y might now be at 
i t s peak. The p o s i t i o n would ease as a r e s u l t of the running 
down o f stocks and reduct ions i n spending on c a p i t a l 
investment , and as i n t e r e s t ra tes were reduced and companies 
were able to b o r r o w m o r e e a s i l y . F o r the moment 
companies were b o r r o w i n g short t e r m f r o m the banks and 
wait ing for a f a l l i n i n t e r e s t r a t e s . It was c r u c i a l that the 
cap i ta l m a r k e t s should be r e v i v e d so that they cou ld r a i s e 
t h e i r money t h e r e . A n y i n c r e a s e i n the P S B R now would 
postpone that day. 

c . T h e r e was no doubt that the i n d u s t r i a l base was 
suffering and that m a j o r companies were l o s i n g c u s t o m e r s . 
T h i s was inev i tab le i n a p e r i o d of t r a n s i t i o n . It was 
d e s i r a b l e , however , that the t r a n s i t i o n should be as short 
as p o s s i b l e . M a n y f i r m s who could s u r v i v e a short p e r i o d 
of d i f f i cu l ty would go under i f the p e r i o d o f adjustment were 
pro longed . In the m e a n t i m e i t was doubtful whether there 
was m u c h advantage i n at tempt ing to p i c k out p a r t i c u l a r 
companies f o r a s s i s t a n c e . Such a s s i s t a n c e would be no 
m o r e than a drop i n the bucket . The a i m should be to 
p e r s e v e r e with the present s trategy and to c o r r e c t the 
fundamental conditions which were caus ing the damage, i n 
p a r t i c u l a r the high l e v e l of pay set t lements , so as to be able 
to b r i n g down the l e v e l o f i n t e r e s t r a t e s . 
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d. It was genera l ly agreed that i t would be wrong to 
reduce the Nat i ona l Insurance S u r c h a r g e . T h i s would be 
i n d i s c r i m i n a t e i n i t s ef fects : he lp ing not j u s t manufac tur ing 
i n d u s t r y but the banks and o i l companies too . M o r e o v e r , 
i t would undermine the w i l l of companies to stand up to 
u n r e a l i s t i c pay c l a i m s . 

T H F 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 m a i n t a i n i t s present 
economic strategy . F o r that s trategy to succeed i t was e s s e n t i a l 
for the Government to keep t ight c o n t r o l over those areas for which 
i t was d i r e c t l y r e s p o n s i b l e . T h e l e v e l of p u b l i c sector pay 
settlements had to be reduced , and t h i s would give a l e a d to the 
pr iva te sec tor . T h e r e cou ld be no i n c r e a s e i n the p r e s e n t o v e r a l l 
publ ic expenditure t o ta l s , and the t r e n d to overspending i n 1980-81 
which had been ident i f i ed had to be c o r r e c t e d . I f t h i s were not done, 
borrowing would i n c r e a s e and i n t e r e s t r a t e s would stay h i g h ; the 
pr ivate sector would be p e n a l i s e d and the c o u n t r y ' s i n d u s t r i a l base 
would be damaged. W i t h i n the o v e r a l l pub l i c expenditure p lans 
there might w e l l be scope f o r swi t ch ing expenditure to enable h igher 
p r i o r i t y to be given to m e a s u r e s to a l l e v i a t e the p r o b l e m s of 
unemployment, p a r t i c u l a r l y among young people . T h e Cabinet 
would consider th i s fur ther i n the course of t h e i r f o r thcoming 
d iscuss ions of the 1980 P u b l i c E x p e n d i t u r e S u r v e y . 

The Cabinet -

Took note, wi th a p p r o v a l , of the P r i m e 
M i n i s t e r ' s summing up of t h e i r d i s c u s s i o n . 

Cabinet Office 

4 J u l y 1980 
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[S DOCUMENT IS T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

C O P Y N O 3 5 

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) 27th C o n c l u s i o n s , Minute 4 

T h u r s d a y 3 J u l y 1980 at 9. 30 a m 

The Cabinet r e s u m e d t h e i r d i s c u s s i o n of the 14th R e p o r t of the T o p 
Sa lar ies R e v i e w Body ( T S R B ) deal ing wi th the pay of the h igher C i v i l 
S e r v i c e , senior o f f i cers of the A r m e d F o r c e s , the h igher j u d i c i a r y , 
and nat ional i sed i n d u s t r y C h a i r m e n and B o a r d m e m b e r s , and the 15th 
Report of the T S R B deal ing with the pay of M i n i s t e r s and M e m b e r s of 
P a r l i a m e n t ( M P s ) , and c o n s i d e r e d a m e m o r a n d u m by the S e c r e t a r y of 
the Cabinet (C(80) 37) on the options open to them i n respec t of the 
sa lar i es of M i n i s t e r s and of senior pub l i c s e rvants . 

T H E P R I M E M I N I S T E R , summing up a d i s c u s s i o n of the pay of M P s and 
of M i n i s t e r s , s a i d that the Cabinet c o n f i r m e d the agreement whi ch they 
had p r o v i s i o n a l l y reached i n t h e i r e a r l i e r d i s c u s s i o n that the 
Government should r e c o m m e n d that the i n c r e a s e for M P s should be 
reduced f r o m 14. 6 p e r cent as r e commended i n T S R B 15 to 9. 6 p e r cent, 
to produce a s a l a r y of £11, 750 f r o m 13 June 1980. The Cabinet a l so 
con f i rmed i t s agreement to b r i n g into effect f r o m 13 June 1980 the 
second stage s a l a r y l e v e l s f o r M i n i s t e r s and other pa id office h o l d e r s . 
The Cabinet fur ther agreed that the second stage s a l a r i e s of Cabinet 
M i n i s t e r s should be i n c r e a s e d by 5 per cent, and of a l l other M i n i s t e r s 
and other paid office ho lders of the House of L o r d s and House of 
Commons ( including the t h i r d Oppos i t i on Whip for whom T S R B 15 had 
inadvertent ly f a i l e d to make recommendat ions ) by 9. 6 p e r cent. The 
Cabinet were not persuaded that any add i t i ona l payment , beyond the 
9. 6 per cent, should be made to j u n i o r M i n i s t e r s i n the L o r d s by way 
of increase i n t h e i r s a l a r y . They should , however , be made e l ig ib le 
for the n o r m a l expenses a l lowances f or P e e r s . S e c r e t a r i a l and 
r e s e a r c h ass i s tance a l lowances f or M P s and the s e c r e t a r i a l a l lowance 
for M i n i s t e r s and other paid office ho lders i n the House of L o r d s would 
be i n c r e a s e d by 9. 6 per cent. Pens ions would be based on s a l a r i e s 
actual ly paid except w h e r e , as i n the case of M P s , the Government had 
a lready undertaken to base them on a higher not ional s a l a r y . No 
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further ent i t lement to a h i g h e r no t i ona l s a l a r y f o r pens ions p u r p o s e s 
would a r i s e f r o m p r e s e n t d e c i s i o n s . F o l l o w i n g the p r o p o s e d changes 
the b a s i s for the t h i r d stage i n c r e a s e i n M P s ' pay due on 13 June 1981 
would be £13, 025 r a t h e r than £12, 000. The O r d e r n e c e s s a r y to 
imp lement the staged s a l a r y i n c r e a s e s i n M i n i s t e r s ' pay shou ld c o v e r 
both the second and t h i r d s tages . 

In d i s c u s s i o n of the groups c o v e r e d by T S R B 14 the f o l l o w i n g m a i n po ints 
were made -

a . Some M i n i s t e r s a r g u e d that the a v e r a g e i n c r e a s e f o r the 
groups as a whole should be 9 . 6 p e r cent , as f o r M P s . 
W h i c h e v e r of the a l t e r n a t i v e s suggested i n C(80) 37 was adopted, 
i t wou ld arouse g r e a t r e s e n t m e n t i n the groups a f fected . A s f a r 
as the C i v i l S e r v i c e was c o n c e r n e d , i t wou ld p r o b a b l y make i t 
i m p o s s i b l e to agree w i t h the Staff Side the p r o p o s e d 
m o d i f i c a t i o n s to pay r e s e a r c h , and would put at r i s k the 
p o s s i b i l i t y of a g r e e i n g new pay s c a l e s based on pay r e s e a r c h 
wi th in cash l i m i t s next y e a r . T h e s e d i f f i c u l t i e s w o u l d not be 
m u c h g r e a t e r i f the G o v e r n m e n t d e c i d e d upon the m o r e d r a s t i c 
ox the two a l t e r n a t i v e s , and i f the o ther a l t e r n a t i v e a v e r a g i n g 
12. 5 p e r cent , as set out i n C(80) 37, was i m p l e m e n t e d , i t 
would be v e r y d i f f i c u l t to persuade M P s to accept 9. 6 p e r cent . 
M o r e o v e r , w h i l e the average was 12 .5 per cent , the U n d e r 
S e c r e t a r i e s and t h e i r equ iva lents i n the A r m e d F o r c e s w o u l d get 
13.9 per cent and s i m i l a r i n c r e a s e s w e r e e n v i s a g e d f o r people at 
l o w e r l e v e l s i n the other g roups c o n c e r n e d . T h e s e f i g u r e s 
would be p i c k e d on by the p r e s s , and the G o v e r n m e n t would f a i l 
to convince pub l i c op in ion that they were i n e a r n e s t i n seek ing to 
inf luence pub l i c s e c t o r pay s e t t l e m e n t s . 

b . Other M i n i s t e r s c o n s i d e r e d that there was a s t rong case 
for approv ing the range of i n c r e a s e s a v e r a g i n g 12. 5 p e r cent . 
T h i s wou ld r e p r e s e n t a r e d u c t i o n i n the g e n e r a l l e v e l of 
i n c r e a s e s r e c o m m e n d e d by T S R B 14 (that i s , e x c l u d i n g the 
add i t i ona l i n c r e a s e s r e c o m m e n d e d to r e s t o r e d i f f e r e n t i a l s ) i n the 
same p r o p o r t i o n as that p roposed f o r M P s . A n y t h i n g l o w e r 
would m e a n that s e n i o r p u b l i c s e r v a n t s were be ing t r e a t e d m o r e 
s e v e r e l y than were M P s , and t h i s w o u l d be i n e q u i t a b l e . It 
would add to the p r o b l e m of c o m p r e s s e d d i f f e r e n t i a l s and would 
m e a n setting as ide the r e s u l t s of pay r e s e a r c h not o n l y f o r 
A s s i s t a n t S e c r e t a r i e s but f or Sen io r P r i n c i p a l s too . M o r e o v e r , 
i t would suggest that the G o v e r n m e n t was t r y i n g to e s t a b l i s h a 
pay n o r m of 9. 6 p e r cent . The e m p h a s i s should be o n the range 
of i n c r e a s e s i n v o l v e d ; and i n the case of the h i g h e r C i v i l 
S e r v i c e , and of the s en io r A r m e d F o r c e s , i t c o u l d be 
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emphasised that the range was f r o m 8.1 per cent to 9. 6 per 
cent with 13. 9 per cent as an except ion n e c e s s a r y to dea l w i th 
the prob lem of d i f f e r e n t i a l s . Whi le the average f o r n a t i o n a l i s e d 
indus t ry B o a r d m e m b e r s should s i m i l a r l y be set at aLout 
12. 5 per cent, the i n c r e a s e s f o r each of the C h a i r m e n should be 
l e s s than 10 per cent. 

c. Acceptance of the proposa l s i n c o l u m n C of Tab le 2 
annexed to C(80) 37 for sen ior m i l i t a r y o f f i cers would r e s u l t i n 
a p a r t i c u l a r p r o b l e m about the pay of m e d i c a l B r i g a d i e r s and 
the i r equivalents and m e d i c a l M a j o r G e n e r a l s and t h e i r 
equivalents . T h i s could be overcome by g iv ing a s p e c i a l s a l a r y 
of £21, 500 to m e d i c a l M a j o r G e n e r a l s and t h e i r equiva lents . 

d. The suggested ra tes of pay f o r the sen ior j u d i c i a r y i n 
co lumn C of Table 3 annexed to C(80) 37 were a l i t t l e on the h igh 
side. In p a r t i c u l a r the proposed i n c r e a s e of 15.9 per cent i n 
the pay of M a s t e r s and R e g i s t r a r s of the Supreme C o u r t and 
equivalent j u d i c i a l appointments should be shaded to around 
13 per cent and the i n c r e a s e i n pay of the j u d i c i a l group as a 
whole should be h e l d to around 12f per cent. 

e. If the proposed rates of pay f o r C h a i r m e n and B o a r d 
m e m b e r s of nat iona l i sed i n d u s t r i e s were to be based broad ly on 
the suggestion i n c o l u m n C of Tab le 4 annexed to C(80) 37 i t 
would be n e c e s s a r y to modi fy them so that no C h a i r m a n 
rece ived m o r e than 10 per cent. It would a l so be n e c e s s a r y to 
adjust downwards the i n c r e a s e s proposed for m e m b e r s of 
nat ional i sed i n d u s t r y B o a r d s where these showed i n c r e a s e s 
s igni f i cant ly above 13 per cent as i n the case of the B r i t i s h 
T r a n s p o r t D o c k s B o a r d and the N a t i o n a l W a t e r C o u n c i l . 

T H E P R I M E M I N I S T E R , summing up th is part of the d i s c u s s i o n , s a i d 
that the Cabinet agreed on balance that the pay of the h igher C i v i l 
Service and of the senior A r m e d F o r c e s should be i n c r e a s e s by about 
12. 5 per cent on average , as proposed i n co lumn C i n Tab le 2 annexed 
to C(80) 37. In taking th is d e c i s i o n the Cabinet knew and accepted that 
i t meant re fus ing a r b i t r a t i o n to the Senior P r i n c i p a l and A s s i s t a n t 
Secre tary grades whose P a y R e s e a r c h Unit ( P R U ) based sett lement was 
s t i l l outstanding. Pay ra tes below those suggested by the P R U evidence 
would have to be imposed where n e c e s s a r y . To avo id a p r o b l e m of 
d i f ferent ia ls m e d i c a l M a j o r G e n e r a l s and the i r equivalents i n the A r m e d 
F o r c e s should be paid £21, 500. The S e c r e t a r y of the Cabinet would 
d iscuss further with the L o r d C h a n c e l l o r ' s Department the proposa l s for 
the higher j u d i c i a r y . The a i m should be to achieve an average i n c r e a s e 
of about 12. 5 per cent for th is group a s a whole . W i t h i n the group the 
a ims should be to r e s t r i c t the h igher rates of i n c r e a s e to around 13 per 
cent. The S e c r e t a r y of the Cabinet should a l so d i s c u s s the proposa l s 
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f o r the nat i ona l i sed i n d u s t r i e s w i t h r e p r e s e n t a t i v e s of the D e p a r t m e n t s 
concerned. The p r o p o s a l s i n c o l u m n C of T a b l e 4 annexed to C(80) 37 
should be amended so that a l l C h a i r m e n r e c e i v e d l e s s than 10 p e r cent . 
A n y consequent ia l changes to the i n c r e a s e s f o r m e m b e r s should take 
account of the need to pay t h e m m o r e than the execut ive staff i m m e d i a t e l y 
below them; p a r t i c u l a r at tent ion i n t h i s r e s p e c t should be p a i d to the 
p r o b l e m s of the N a t i o n a l F r e i g h t C o r p o r a t i o n i n t h i s r e s p e c t , w h i c h she 
would d i s c u s s s epara te ly w i t h the M i n i s t e r of T r a n s p o r t . O n the o ther 
hand the ra tes of i n c r e a s e p r o p o s e d f o r B o a r d m e m b e r s of the B r i t i s h 
T r a n s p o r t D o c k s B o a r d and the N a t i o n a l W a t e r C o u n c i l were 
unacceptably h igh and should be r e d u c e d to be i n l i n e w i t h those 
proposed f o r m e m b e r s of the B o a r d s of o ther n a t i o n a l i s e d i n d u s t r i e s . 
The rates of pay set t led on t h i s b a s i s wou ld app ly through the c o m i n g 
year to those C h a i r m e n and B o a r d m e m b e r s now i n pos t . In fu ture the 
T S R B would not be a s k e d to d e a l w i t h the pay of n a t i o n a l i s e d i n d u s t r i e s 
C h a i r m e n and B o a r d m e m b e r s and the a r r a n g e m e n t s wou ld be on the 
bas is agreed by the M i n i s t e r i a l C o m m i t t e e on E c o n o m i c S t ra tegy at t h e i r 
meet ing on 20 M a y . N e w appo intments a r i s i n g d u r i n g the y e a r would be 
dealt w i th on t h e i r m e r i t s . A s there w e r e no l o n g e r any staged 
i n c r e a s e s f r o m past se t t l ements due to any of the T S R B 14 g r o u p s the 
rates of pay a c t u a l l y p a i d , r a t h e r than the T S R B r e c o m m e n d a t i o n s , 
would be the b a s i s f o r a s s e s s i n g p e n s i o n s . T h e i n c r e a s e s now a p p r o v e d 
by the Cabinet f o r the groups c o v e r e d by the T S R B 14 R e p o r t a s s u m e d 
that the House of C o m m o n s approved the G o v e r n m e n t ' s r e c o m m e n d a t i o n s 
f o r the s a l a r i e s of M P s . If they d i d not do so , the C a b i n e t wou ld need 
to r e c o n s i d e r the p o s i t i o n . 

The Cab ine t -

1. Took note , w i t h a p p r o v a l , 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 i s p a r t of t h e i r 
d i s c u s s i o n . 

T H E P R I M E M I N I S T E R , s u m m i n g up a f u r t h e r d i s c u s s i o n on the t i m i n g , 
handling and p r e s e n t a t i o n of the C a b i n e t ' s d e c i s i o n s , s a i d that she 
would announce the G o v e r n m e n t ' s r e c o m m e n d a t i o n s f o r M P s ' pay and 
t h e i r d e c i s i o n s on the other g roups c o v e r e d b y T S R B 14 and 15, i n a 
statement to the House of C o m m o n s on M o n d a y 7 J u l y . She would 
exp la in that i n v i e w of the e c o n o m i c s i t u a t i o n the G o v e r n m e n t had 
dec ided , c o n t r a r y to t h e i r p r e v i o u s i n t e n t i o n as announced by the 
C h a n c e l l o r of the D u c h y of L a n c a s t e r , that the r e c o m m e n d a t i o n s of 
T S R B 15 could not be i m p l e m e n t e d i n f u l l . She would w r i t e i n conf idence 
to the L e a d e r of the Oppos i t i on before the weekend to i n f o r m h i m of the 
G o v e r n m e n t ' s d e c i s i o n s . On 7 J u l y , and before h e r s tatement , she 
would see r e p r e s e n t a t i v e s of the 1922 C o m m i t t e e ; L o r d B o y l e , the 
C h a i r m a n of the T S R B ; and ( i f he so wished) the L e a d e r of the 
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Opposition. The C h a n c e l l o r of the D u c h y of L a n c a s t e r should see the 
Deputy L e a d e r of the Opposi t ion at the same t i m e . Representa t i ves of 
the four groups covered by the T S R B ' s 14th R e p o r t should a l so be g iven 
notice, i n confidence, of the contents of her statement as they affected 
them at noon on Monday 7 J u l y . The L o r d C h a n c e l l o r should make 
arrangements to i n f o r m representa t i ves of the h igher j u d i c i a r y ; the 
Secre tary of State f o r Defence should speak to the C h i e f s of Staff; the 
L o r d P r e s i d e n t of the C o u n c i l should a r r a n g e f o r the C o u n c i l of C i v i l 
Service Unions and representat ives of the N a t i o n a l i s e d Industr ies 
C h a i r m e n ' s G r o u p to be i n f o r m e d . E a c h of the M i n i s t e r s concerned 
should i n f o r m the C h a i r m e n of the nat i ona l i sed i n d u s t r i e s for which he 
was respons ib le . She would c ons ider f u r t h e r w i th the C h a n c e l l o r of the 
Duchy of L a n c a s t e r the a r r a n g e m e n t s f o r meet ing the L o b b y af ter the 
statement. The debate on the proposa l s f o r M P s ' pay should be 
arranged to take place on Monday 14 J u l y , a f ter that on unemployment . 

The Cabinet -

2. Took note, w i th a p p r o v a l , of the P r i m e 
M i n i s t e r ' s summing up of t h e i r d i s c u s s i o n . 

Cabinet Office 

4 J u l y 1980 
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