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S E C R E T 

c^c. Mr. Whitmore 

Mr. Wolfson 


N O T E	 F O R TOE R E C O R D 

Mr. Prior called on the Prime Minister at 1630 hours this 


afternoon, and made the following points:

(i)	 Reappointment of Mr. Jim Mortimer as Chairman of A C A S . 

Mr. Prior said that he had been unable to secure from 

Mr. Mortimer the letter on the future terms of reference 

for A C A S which he and the Prime Minister had hoped for; 

nonetheless, he s t i l  l thought that Mr. Mortimer should be 

reappointed. The important point was that Mr. Mortimer 

accepted that A C A S should lose its "statutory 

recognition" function; and this was set out in a 

letter which Mr. Mortimer had sent him. The Prime 

agreeing to the reappointment, 


( i i )	 Clegg. Mr. Prior reported that he had seen the Clegg 


Commission's recommendations on the f i r s t 5 references. 


These showed increases of less than 2% for the lowest 


grades, which was very encouraging; the overall increase 


(over and above the 9%) came to 12% because very large 


increases were recommended for higher grades. The 


Commission had not been able to make recommendations on 


over-manning - which the Prime Minister said was 


unfortunate. (Mr. Prior said that these figures were 


extremely sensitive, and should not be used.) 


/ ( i i i  ) 
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( i i i )	 P u b l i c s e c t o r i n d u s t r i a l r e l a t i o n s a n d m a n a g e m e n t . 

M r . P r i o r s a i d t h a t he was b e c o m i n g i n c r e a s i n g l y w o r r i e d 

a b o u t t h e w e a k n e s s o f management i n t h e p u b l i c s e r v i c e s , 

p a r t i c u l a r l y i n t h e C i v i l S e r v i c e . S e n i o r m a n a g e r s 

h a d n o t b e e n s u p p o r t e d by M i n i s t e r s o v e r t h e p a s t 5 y e a r s , 

a n d t h e r e was c o n s i d e r a b l e e v i d e n c e o f " i n f i l t r a t i o n " . 

I f t h e P r i m e M i n i s t e r a g r e e d , he w o u l d l i k e t o d i s c u s s 

t h e m a t t e r w i t h L o r d S o a m e s . The P r i m e M i n i s t e r a s s e n t e d 

( i v )	 P u b l i c e x p e n d i t u r e . M r . P r i o r s a i d t h a t he was v e r y 

w o r r i e d t h a t t h e T r e a s u r y w e r e a i m i n g f o r e x c e s s i v e 

p u b l i c e x p e n d i t u r e c u t s . I n h i s v i e w , t h e T r e a s u r y 

f o r e c a s t s f o r t h e P S B R w e r e t o o p e s s i m i s t i c . O t h e r 

l e a d i n g f o r e c a s t e r s - p a r t i c u l a r l y M r . B r y a n R e a d i n g ' s 

g r o u p - w e r e f o r e c a s t i n g a l o w e r PSBR f i g u r e f o r 1 9 8 0 / 8 1 . 

I t w o u l d be d i s a s t r o u s f o r i n d u s t r y i f p u b l i c e x p e n d i t u r e 

was c u t t o o m u c h . The P r i m e M i n i s t e r p o i n t e d o u t t h a t 

t h e f o r e c a s t e r s c o u l d be w r o n g i n a downvard d i r e c t i o n 

a s e a s i l y a s i n a n u p w a r d d i r e c t i o n , a n d s h e was s u r e t h a 

o u t s i d e f o r e c a s t s h a d b e e n f u l l y t a k e n i n t o a c c o u n t by t h e 

C h a n c e l l o r . I n any c a s e , s h e d i d n o t a c c e p t t h e p r e m i s e 

t h a t p u b l i c e x p e n d i t u r e c u t s w o u l d damage i n d u s t r y : 

i n d u s t r y w o u l d o n l y r e c o v e r i f r e s o u r c e s w e r e f r e e d f r o m 

t h e p u b l i c s e c t o r t o t h e p r i v a t e s e c t o r . 

16 J u l y , 1 9 7 9 . 


