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ENTARY *« T h e Cab inet were i n f o rmed of the bus iness to be taken i n 
the House of C o m m o n s dur ing the fol lowing week. 
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T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S said that the 
H i g h C o u r t had he l d that the d i r ec t i ons he had g iven i n Augus t 1979 
under Sect ion 86 of the Nat iona l Hea l th Se rv i ce A c t 1977 appointing 
C o m m i s s i o n e r s to manage the af fa irs of die L a m b e t h , Southwark 
and L e w i s h a m A r e a Hea l th Author i ty were i nva l i d . He had 
concluded, after consultat ion with the A t to rney G e n e r a l , that the 
p ro spec t s of succes s were not suf f ic ient ly good to just i fy appeal ing 
against the judgment. Nor would i t be poss ib l e to make further 
d i r ec t ions enabl ing the C o m m i s s i o n e r s to continue to act unti l the 
end of M a r c h , s ince such d i r ec t i ons could be g iven only i n an 
emergency , and the p resent s ituation d id not constitute an emergency . 
He therefore p roposed to make a r rangements for a r ap id but o r d e r l y 
t rans fe r o f r e spons i b i l i t y hack to the m e m b e r s of the Hea l th 
Au tho r i t y . He had a l r eady d i s c u s s e d with the c h a i r m e n of the 
C o m m i s s i o n e r s and the Hea l th Au tho r i t y how this might be done. 
He would need to do a l l that was poss ib l e within the powers given 
h i m under ex i s t ing l e g i s l a t i on to ensure that the Au tho r i t y kept 
within the ca sh l i m i t s which they had p r e v i o u s l y been unwi l l ing to 
accept . H i s act ions on this point would be watched c l o s e l y by other 
Hea l th Au tho r i t i e s i n London . New powers r e q u i r i n g author i t ies 
to s t ick to the i r c a sh l i m i t s were contained i n the Hea l th S e r v i c e s 
B i l l now before Pa r l i ament * The H i g h C o u r t judgment meant not 
only that the appointment of the C o m m i s s i o n e r s was inva l i d but that 
the act ions they had taken were now open to l ega l cha l lenge . T h e y 
had, for example , r e c ru i t ed staff and entered into c o m m e r c i a l 
cont rac t s . A B i l l would need to be pas sed qu i ck ly to validate the i r 
ac t i ons . H e had cons ide red inc lud ing i n such a B i l l the new powers 
r e q u i r i n g Hea l th Autho r i t i e s to obse rve the i r cash l i m i t s ; but had 
decided not to do so i n the interes ts of secur ing i t s speedy passage . 
It was poss ib le that the three London Bo rough C o u n c i l s would apply 
to the court t omor row for a wr i t of c e r t i o r a r i . H i s C o u n s e l cou ld 
use the occas ion , i f n e c e s s a r y , to say that he was not p ropos ing to 
appea l . H e h i m oel.C could make a statement i n the House on Monday 
3 M a r c h announcing, i n t e r a l i a , the Gove rnme nt ' s intention to int roduce 
a va l idat ion B i l l . He v e r y tw ich regret ted that the act ion he had 
taken on departmenta l l ega l advice to secure adequate f inanc ia l 
contro l over spending i n the Hea l th Au tho r i t y ' s a r e a had, i n the 
event, c rea ted an e m b a r r a s s i n g situation for the Gove rnment . 

T H E A T T O R N E Y G E N E R A L sa id that the S e c r e t a r y of State for 
Soc ia l S e r v i c e s was entitled to take reasonable t ime to decide 
whether o r not to appea l . He con f i rmed that the p r o s p e c t s of 
success were not good and that further d i r ec t i ons under Sect ion 86, 
i n the absence of an emergency , would be open to cha l lenge . In 
the event of cour t proceed ings the fol lowing day it would be open to 

1. The Cab inet were i n f o rmed of the bus iness to be taken i n 
the House of C o m m o n s dur ing the fol lowing week. 
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the S e c r e t a r y of S ta te ' s C o u n s e l to state what the G o v e r n m e n t ' s 
intent ions w e r e . H e had no doubt that, i n the absence o f a n appeal,, 
a n e a r l y va l i da t i on B i l l wou ld be n e c e s s a r y to sa feguard those 
with w h o m the C o m m i s s i o n e r s had en te r ed into con t r ac t s and a l s o 
the p o s i t i o n of the C o m m i s s i o n e r s t h e m s e l v e s un l e s s the H e a l t h 
A u t h o r i t y we re w i l l i n g (as they m i g h t w e l l not be) to give p r i o r 
under tak ings to accep t what they had done . 

In d i s c u s s i o n , there was g e n e r a l suppor t for the a c t i o n the 
S e c r e t a r y o f State p r o p o s e d to take . T h e hope was e x p r e s s e d that 
any cou r t p r o c e e d i n g s the fo l l ow ing m o r n i n g would not r e s u l t i n 
demands for an i m m e d i a t e P a r l i a m e n t a r y s ta tement wh i ch would 
i n t e r r u p t the p r o c e e d i n g s on the A b o r t i o n (Amendment ) B i l l . T h e 
bus ine s s announced f o r the House of C o m m o n s the fo l lowing week 
cou ld be r e a r r a n g e d to make t i m e fo r the p r o p o s e d va l i da t i on 
m e a s u r e . T h e Oppos i t i on would seek to m a k e m a x i m u m cap i t a l 
out of the c o u r t ' s judgment , but i t shou ld be p o s s i b l e to obta in 
th rough the usua l channe l s the i r a g r e e m e n t to the speedy passage 
of l e g i s l a t i o n . Debate i n the H o u s e of L o r d s would have to be 
f itted into a t imetab le that was a l r e a d y conges ted because of the 
need f o r the E d u c a t i o n (No. 2) B i l l to b e c o m e law be fo re E a s t e r . 

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 , sa id that the 
C a b i n e t a g r eed that the S e c r e t a r y of State for S o c i a l S e r v i c e s should 
a c cep t the judgment of the c o u r t and make the bes t p o s s i b l e 
a r r a n g e m e n t s f o r the e a r l y and o r d e r l y t r a n s f e r of r e s p o n s i b i l i t y to 
the L a m b e t h , Southwark and L e w i s h a m A r e a H e a l t h A u t h o r i t y . 
If n e c e s s a r y , the d e c i s i o n not to appea l aga inst the Hgh C o u r t 
j udgment cou ld be announced i n any c o u r t p r o c e e d i n g s the f o l l ow ing 
day . T h e Cab ine t a ccep ted that an i m m e d i a t e B i l l would be needed 
to va l idate the ac t i ons taken by the C o m m i s s i o n e r s d u r i n g the i r 
p e r i o d o f r e s p o n s i b i l i t y . It should be dra f ted as soon as p o s s i b l e 
w i th a v iew to e a r l y i n t r o d u c t i o n . T h e S e c r e t a r y o f State f o r 
S o c i a l S e r v i c e s should make a statement to the House of C o m m o n s 
on Monday , 3 M a r c h . 

T h e C a b i n e t -

1. T o o k note that i t would not be adv i sab le to appea l 
aga inst the d e c i s i o n of the H i g h C o u r t that the appointment 
o f C o m m i s s i o n e r s to manage the a f f a i r s o f the L a m b e t h , 
Southwark and L e w i s h a m A r e a H e a l t h A u t h o r i t y had been 
i n v a l i d . 

2 . No ted that the S e c r e t a r y o f State f o r S o c i a l S e r v i c e s 
would a r r a n g e fo r the m e m b e r s o f the H e a l t h A u t h o r i t y to 
r e s u m e r e s p o n s i b i l i t y a s e a r l y a s p r a c t i c a b l e . 
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3. Invited the S e c r e t a r y of State for Soc ia l S e r v i c e s , 
i n consultat ion with the A t to rney G e n e r a l , to a r range 
for the cour t to be in f o rmed acco rd ing ly , i f the Bo rough 
C o u n c i l s c a r r i e d out the i r threat to app ly to the cour t 
the fo l lowing day for an o r d e r of c e r t i o r a r i . 

4. Invited the Sec r e t a r y of State for Soc ia l S e r v i c e s , 
i n consultat ion with 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 , to make a statement i n the House of C o m m o n s 
on Monday, 3 M a r c h , and to a r range for the e a r l y 
in t roduct ion of a B i l l to va l ida te the act ions of the 
C o m m i s s i o n e r s , 

5. A g r e e d that P a r l i a m e n t a r y Counse l should be 
author i sed forthwith to draft the va l idat ion B i l l . 
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T H E S E C R E T A R Y O F S T A T E F O R S C O T L A N D sa id that . 
M r G o r d o n W i l s on , M P , would seek leave on 4 M a r c h to introduce 
a ten -minute ru le B i l l to es tab l i sh an e lected Convent ion i n Scotland 
which would draw up p roposa l s for the Gove rnme nt of Scotland by an 
elected A s s e m b l y . It was the n o r m a l p r a c t i c e for die G o v e r n m e n t 
not to oppose the int roduct ion of ten -minute ru le B i l l s but to ensure 
that their further p r o g r e s s was b locked . He understood, however , 
that M r T a r n D a l y e l l , M P , would speak against the Mot ion , and 
Gove rnment backbenchers f r o m Scotland thought that the B i l l should 
be opposed. In h i s view the G o v e r n m e n t should a r range for the 
Mot ion to be defeated. 

T H E P R I M E M I N I S T E R , summing up a b r i e f d i s cu s s i on , said that 
the Cab inet agreed that, i f Gove rnment backbenchers f r o m Scot land 
were de te rmined to vote against M r W i l s on ' s Mot ion , the C h i e f Whip 
should take the n e c e s s a r y steps to ensure that the Mot ion was 
defeated. 

it* 

T h e Cab inet -

6, Invited the Ch i e f Whip to a r range for the 
Mot ion to give leave to introduce a Gove rnment of 
Scot land (Scott ish Convention) B i l l to be defeated. 



CONFIDENTIAL 

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 said 
that, following the European Communi ty ' s endorsement of the B r i t i s h 
init iat ive on the neutral ity of Afghanistan, detai led proposa ls were 
current ly being examined by a meet ing i n Rome of of f ic ia ls of the 
Nine. T h e attitude of the F r e n c h might give r i s e to diff iculty. 
Meanwhile there were cer ta in pointers - P res ident B rezhnev ' s 
recent speech, h i s interv iew with M r H a m m e r , Pres ident of 
Occidenta l Pe t ro leum, and a repor t i n the Evening News for 
28 F e b r u a r y - to the poss ib i l i ty that the Russ ians might be interested 
i n the idea . It was not c lear whether the i r interest was genuine or 
m e r e l y a d ive rs ionary tactic to mitigate international host i l i ty over 
eg the O l ymp ic Games . Increasing unrest i n Afghanistan might i n 
ary case make i t harder for the Russ ians to withdraw thei r troops 
even i f they wanted to do so. 

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 that voting 
i n Rhodes ia was proceeding sat is factor i ly and even with something of 
a festive a i r . Despite the int imidat ion which had o c c u r r e d dur ing 
the campaign, the elections would probably represent as fair an 
express ion of the e lectorate ' s views as was poss ib le . T h e presence 
of B r i t i s h po l i cemen at pol l ing stations had helped to establ ish the 
confidence of voters i n the secrecy of t h e ballot; i t was unfortunate 
i n that context that a B r i t i s h te lev is ion repor te r should have been 
shown asking Rhodesians outside a pol l ing station how they had voted. 
The Governor was doing a l l he could to prov ide suitable fac i l i t ies for 
the var ious international obse rvers , including the B r i t i s h 
Pa r l i amenta ry delegation who had been showing some signs of 
dissat is fact ion with their treatment. T h e outcome of the elections 
was imposs ib l e to pred ict . If M r Mugabe 's par ty won the largest 
number of seats, the c r u c i a l question would be what k ind of coal it ion 
M r Nkomo would be wi l l ing to f o r m . T h e r e would be strong 
p re s su re f r o m other A f r i c a n States for h i m to jo in with M r Mugabe, 
but h is pe r sona l inc l inat ions might be m o r e i n favour of a' coal it ion 
with Bishop Muzorewa and the white representat ives , which he might 
hope to dominate. A coal it ion between a l l the part ies was also a 
poss ib i l i ty . The situation had been compl icated by M r Mugabe 's 
abrupt departure f r om Rhodesia the previous day. He had not been 
summoned to see Pres ident Mache l of Mozambique, as or ig ina l ly 
supposed, and might have acted out of fear for his persona l safety. 
Efforts were being made to persuade h im to re turn , not least so that 
he could as planned help mainta in c a l m among his a r m e d supporters 
in their assembly a reas . Internationally, Pres ident Nye re re of 
Tanzania had overreached h imse l f by his apparent unwil l ingness to 
accept as fa i r any resu l t other than a Pat r io t ic F r o n t v i c to ry ; and at 
the recent meeting of the F ron t L ine States he had had to agree to a 
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ve ry mi l d l y -wo rded communique. The United States Government 
had i s sued a most helpful statement. But the Aus t r a l i an Government ' s 
attitude had been l e ss construct ive . Surpr i s ing ly , there had been a 
successful meeting between Genera l Wa l l s and Pres ident Mache l ; 
and even some contact between M r Mugabe and the South A f r i c a n s . 

T h e Cabinet -

Took note. 
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3. T H E P R I M E MIN ISTER said that, contrary to newspaper 
reports , she had had a successful d i scuss ion with the F e d e r a l G e r m a n 
Chance l lor on 25 F e b r u a r y . H e r r Schmidt ' s m a i n concern had been 
with Eas t -Wes t re lat ions but he was anxious for an ear ly settlement 
of our Budget i s s u e . He envisaged a Summit meet ing at which other 
outstanding questions pa r t i cu l a r l y f i sher ies and sheepmeat would 
also be settled. Chance l lor Schmidt was also v e ry keen that the 
United K ingdom should jo in the exchange rate mechan i sm of the 
European Monetary System (EMS) , and she had asked the T r e a s u r y 
for a further study. He also wanted the United K ingdom to take the 
init iat ive i n ca l l ing for r e f o r m of the Common A g r i c u l t u r a l P o l i c y 
(CAP ) : an init iat ive which would hard ly be welcomed by the F r e n c h 
Gove ram ent. 

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 there 
had also been talks with other G e r m a n M in i s t e r s on the Budget 
i s sue ; he had met the Luxembourg F o r e i g n Min i s t e r and would be 
seeing the Be lg ian and I r i sh F o r e i g n M in i s t e r s i n the following week. 
T h e F r e n c h were t ry ing to exploit the P r i m e M i n i s t e r ' s r e m a r k s 
during the B B C Panorama interv iew about the poss ib i l i ty of 
withholding our Budget contribution. 

I'M 

In a br ie f d i scuss ion reference was made to Pres ident G i s c a r d ' s 
recent te lev i s ion interv iew at which he had expl ic i t ly l inked the 
United Kingdom Budget p rob lem with C A P p r i c e s , f i sher ies and 
sheepmeat. It was c lear that the F r e n c h and Germans were working 
c losely together. F r e n c h tact ics were i r r i t a t ing , but we should not 
ove r - r eac t . It was not envisaged that the consequences of further 
enlargement of the Community should be inc luded i n the d i scuss ions 
at this stage, although i t would pose prob lems for the existing 
membe r s . 
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T H E M I N I S T E R O F A G R I C U L T U R E , F I S H E R I E S A N D F O O D sa id 
that he had d i s c u s s e d the latest C o m m i s s i o n in i t i a t i ve with the 
L o r d P r i v y Sea l and p roposed to take the l ine that i n t e r i m 
a r rangements fo l lowing the F r e n c h r e m o v a l of the i r i l l e g a l i m p o r t 
r e s t r i c t i o n s and pending negotiat ion of a C o m m u n i t y sheepmeat 
r e g ime would be acceptable only i f the C o m m u n i t y f inance made 
ava i lab le to the F r e n c h was not spent on intervent ion m e a s u r e s 
and the F r e n c h m a d e i t c l e a r that they would neve r r e v e r t to 
i l l e g a l i m p o r t r e s t r i c t i o n s i n the future. We should have to accept 
that this put us into a m i n o r i t y at the fo r thcoming C o u n c i l of 
M i n i s t e r s (Agr icu l ture ) , with other m e m b e r States favour ing an 
i n t e r i m solut ion along the l ines suggested by the C o m m i s s i o n . 

T h e Cabinet -

Took note. 
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1. A g r e e d that the publ ic sector cash l im i t s 
a l ready approved and noted i n sub-paragraphs 1-4 
of paragraph 2 of C(80) 14 should be maintained. 

2. Invited the Min i s t e r of T r anspo r t to d iscuss 
with the Chie f Secretary , T r e a s u r y , the par t i cu la r 
p rob l em of the road p r o g r a m m e for that y ea r . 

3. A g r e e d upon a cash l i m i t for the C i v i l 
Se rv ice vote. 

4. A g r e e d upon the means to be adopted to 
ensure compliance with the cash l i m i t on the 
C i v i l Se rv ice vote. 

5. Gave authority to the M in i s t e r of State, 
C i v i l Se rv i ce Department, as to the basis on which 
pay negotiations should be conducted with the 
C i v i l Se rv ice National Staff Side. 

6. Invited the Min i s te r of State, C i v i l Serv ice 
Department, i n consultation with S i r Derek Rayner 
and the employing Departments, to advise on the 
development and improvement of management 
in format ion systems to help M in i s t e r s contro l 
C i v i l Se rv ice numbers and costs . 

Cabinet Office 

28 F e b r u a r y 1980 
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4. The Cabinet cons idered two memoranda by the Chance l lo r 
of the Exchequer (C(80) 14 and 16) and a memorandum by the 
Min i s te r of State, C i v i l Se rv ice Department (C(80) 15) about cash 
l im i t s for 1980-81 and the 1980 pay settlement for the non- indust r ia l 
C i v i l Se rv i ce . 

T h e Cabinet 's d i scuss ion and detai led conclusions have been 
separately r eco rded . 

T h e Cabinet -
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PS(80) 3 

Cabinet Office, 
Whitehal l , 

London, SW1. 

7th M a r c h , 1980 

Dear Pr ivate Secretary , 

Pay Resea r ch and Cash L i m i t s 

It has been agreed that we should i n certa in respects enlarge upon 
the conclusions r eco rded on this subject i n CC(80) 8th Conclus ions , Minute 4. 

A s recorded , the Cabinet agreed upon the basis on which the 
Minister of State, C i v i l Se rv ice Department should conduct negotiations 
with the National Staff Side on the C i v i l Se rv i ce pay settlement due f r om 
1 Apr i l 1980. They also agreed upon a cash l im i t for the Es t imate for 
the C iv i l Serv ice pay vote for 1980-81. 

The Cabinet further agreed that, i n so far as the cost of the outcome 
of the negotiations on the amount and t iming of payment of the pay increases 
exceeded what would be provided for i n the Es t imate , the savings requi red 
should be achieved by further manpower reduct ions . It was thought that 
reductions total l ing 2 j per cent should be manageable. M in i s t e r s i n charge 
of Departments were inv i ted to give immediate considerat ion to the means 
of reducing the costs of manpower i n their Departments by 2 to 2j pe r cent 
in 1980-81. The Cabinet recognised that some Departments would find 
savings of this o rde r eas ier to achieve than others , and that the savings 
need not be uni formly distr ibuted among Departments ; but, i f some 
Departments were to reduce by l e s s than the average, others would need 
to reduce by m o r e . The Cabinet invited the Min i s te r of State, C i v i l 
Service Department, to d iscuss with his colleagues i n charge of 
Departments how to achieve the necessary reductions, and to c i rcu late 
proposals i n due course . 

I am sending copies of this letter to the P r iva te Secretar ies of a l l 
members of the Cabinet. 

Yours s incere ly , 

(Signed) D . J . W R I G H T 
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• M E N T 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 NO 

C A B I N E T 

NO C I R C U L A T I O N A N N E X 

CC(80) 8th Conc lus ions , Minute 4 

Thursday 28 F e b r u a r y 1980 at 10. 30 am 

SECRET 

The Cabinet cons idered two memoranda by the Chance l lo r of the 
Exchequer (C(3C) 14 and 16), and a memorandum by the Min is te r of 
State, C i v i l Se rv ice Department (C(80) 15) about cash l i m i t s for 
1980-81 and the 1980 pay settlement for the son - indus t r i a l C i v i l 
Serv ice . 

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 said that h i s f i r s t paper 
(C(80) 14) dealt with the cash l i m i t s which had a l ready been establ ished 
for a l l centra l Government expenditure except C i v i l Se rv ice pay, and 
for the Rate Support Grant and external f inancing l i m i t s of the 
nationalised indust r i e s . It concluded that, although the maintenance 
of these l i m i t s would apply a volume squeeze of between 
3 and 3. 5 per cent on the expenditure concerned, the l i m i t s should be 
str ict ly observed . T h i s conclus ion had been endorsed by the Group 
of M in i s t e r s (MISC 38) which had recent ly been cons ider ing these 
matters . The second paper (C(80) 16), which had been d i scussed by 
the same Group, considered the prob lems presented by the resu l ts 
of pay r e s ea r ch for the non - indust r i a l C i v i l Se rv ice , which indicated 
a settlement of around 18.75 per cent on average, after making the 
increased deduction for the value of index - l inked pension r ights 
now recommended by the Government A c t u a r y . If a cash l i m i t 
allowing for 14 per cent inc rease i n costs were set for the C i v i l 
Service vote, i n l ine with those a l ready approved for other serv ices , 
there would be a gap of over 4 per cent to be bridged. T h i s would 
require a combination of tough negotiation on the amounts of the pay 
settlement, of some staging of the pay settlement, and of reductions 
in manpower. Va r ious permutations of these were poss ib le . The 
Ministers concerned had also agreed that there should be a further 
review of the pr inc ip le of comparabi l i ty and the mach ine ry of pay 
research ; and that management in format ion systems a lready under 
development, by the C i v i l Se rv ice Department, should be further 
improved, with the ass istance of S i r Derek Rayner , to help M in i s t e r s 
to control their own Departmental numbers and costs . 
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T H E MIN ISTER O F S T A T E , C IV IL S E R V I C E D E P A R T M E N T , said 
that the rev iew of pay r e s e a r c h was a l o n g - t e r m project . It was not 
possible to depart f r om the present pay negotiating mach inery 
without provoking immediate and f a r - r each ing indust r ia l act ion. If 
colleagues wished to avoid th is , and to mainta in a 14 per cent cash 
l imit for the C i v i l Se rv i ce vote, they would have to be prepared to 
make considerable reductions i n manpower, on top of those a l ready 
agreed i n ea r l i e r d i scuss ions . T h e r e was a strong case for such 
reductions. They were po l i t i ca l ly des i rab le , they would demonstrate 
that the Government meant business over containing the costs and 
improving the eff iciency of centra l Government, and they were l ike ly 
to be less strenuously opposed by the C i v i l Serv ice trade unions than 
any other cou r se . Those M in i s t e r s he had consulted were 
understandably concerned about the poss ib le effects on their 
Departments ' act iv i t ies ; but the effects of a long str ike would be 
even more damaging. He therefore recommended that the ma in 
burden of adjustment should be found by reductions i n manpower. 

T H E P R I M E MIN ISTER said that the C i v i l Se rv i ce unions had ca l led 
to see her and the M in i s t e r of State, C i v i l Se rv ice Department, the 
previous day. It had been c lear that they gave f i r s t p r i o r i t y to 
reaching an acceptable pay settlement based on the pay r e s e a r c h 
evidence and maintaining the existing negotiating machinery , 
including a rb i t ra t ion . T h e y appeared prepared for further 
manpower reductions, and wished to avoid precipitat ing indust r ia l 
action. T h e Head of the C i v i l Se rv ice had assured her that he was 
convinced that there was s t i l l scope for further reductions of up to 
3 per cent i n the cost of C i v i l Se rv ice manpower i n 1980-81. 

In d iscuss ion, the following ma in points were made -

a . T h e evidence produced by the Pay Resea rch Unit 
was a basis for negotiation, not an award. The evidence 
pointed to a range of inc reases , vary ing between grades, 
and benefiting pa r t i cu l a r l y groups of staff where sk i l l s were 
i n short supply. T h e l a rgest groups i n the Se rv ice would 
rece ive the sma l l e r i nc reases , and this helped to keep down 
the average inc rease i n the wage b i l l . 

b. T h e inc reases indicated by the pay r e s e a r c h evidence 
were unacceptably l a rge . They would do great damage to 
the Government ' s strategy of containing wage inf lat ion. 
They would give renewed cu r r ency to the idea that people 
were entitled to automatic compensation for p r i c e inc reases , 
even at a t ime when gross national product was l ike ly to fa l l . 
Other groups i n the publ ic sector had been persuaded, 
through the d isc ip l ine of cash l i m i t s , to settle at a much lower 
l eve l . F o r these reasons the Government should seek to 
reduce the ove ra l l cost of the settlement by at least 2 per cent. 
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c. Any attempt to ins i s t upon a settlement substantially 
below the leve l s suggested by the pay r e s e a r c h evidence would 
resu l t i n the Off ic ia l Side being taken to arb i t rat ion, which 
they would certa in ly lose . The only way of avoiding this was 
to refuse arb i t rat ion i n advance. T h i s would precipitate 
immed ia te and damaging indust r ia l action, which would be 
widespread and would extend to sensit ive groups l ike p r i son 
of f icers and computer staff responsib le for paying pensions. 
In the longer t e r m , i t would help the mi l i tants to take over 
the C i v i l Se rv ice unions and to achieve thei r objective of 
substituting d i rect confrontation on pay for the d isc ip l ines 
of the present negotiating mach ine ry . 

d . T h e r e was m o r e hope of persuading the unions to 
accept a degree of staging which could reduce the total 
average cost over the yea r . Va r ious possib le staging 
formulae were avai lab le . Such an approach would be 
publ ic ly defensible. It could be argued that staging, by 
establ ishing higher eventual rates of pay, s imply r a i sed the 
base for further c l a ims the following yea r ; but this should 
not be the case i n the C i v i l Se rv ice because pay r e s ea r ch 
proceeded by compar isons with outside analogues. 

e. Some part of the cost would have to be met by 
reductions i n manpower. These would come on top of cuts 
a l ready agreed by the Cabinet. It was argued that i t would 
be v e ry damaging to efficiency and mora l e to go on seeking 
manpower cuts i n this way. Many Departments were, 
however, s t i l l below authorised complement, and should thus 
be able to find further cuts without too much diff iculty. Some 
Departments ' staff needs were demand- led , and could not 
eas i ly be further reduced: for instance, further reductions 
i n the l o c a l offices of the Department of Health and Soc ia l 
Secur i ty would put at r i s k the Government ' s ant i - f raud po l icy 
and the payment of benefits. Other Departments, l ike the 
Min i s t r y of Defence, were committed to a part icu lar l eve l of 
effort, and could not easi ly find further manpower savings i n 
the short t e rm , though studies a l ready i n hand i n the M in i s t r y 
of Defence would y i e ld further savings i n due course . 

f. A n average reduct ion of as m u c h as 3 per cent i n the 
cost of manpower over the year would imp ly cuts of 
5 o r 6 pe r cent by the end of the year . Despite the high 
natural wastage and re t i rement rate , cuts of this scale could 
be found only by redundancy o r by enforced t ransfer . Both 
were cost ly and would inc rease the total pay b i l l for the year 
i n question. M o r e modest manpower cuts should however be 
pract icab le and would be m o r e easi ly accepted by the unions 
against the background of a re lat ive ly generous pay settlement. 
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g. Manpower cuts were politically more acceptable than 
a breach in the Pay Agreement for which, in any case, six 
months notice of termination was required. The Government 
was committed to a policy of paying people properly but 
insisting upon an efficient and cost-conscious public service. 
There was no doubt that further manpower reductions could 
be made without loss of efficiency. Cuts should therefore be 
applied as widely and as uniformly as circumstances 
allowed. Some specialist groups, like prison officers, 
could not be further cut but other previously exempt groups, 
including those providing supporting services in the law and 
order field, should be stringently re-examined. 

h. Despite the care with which pay research comparisons 
were made, there was considerable doubt whether the results 
were in fact representative, or whether the principle of 
comparability could any longer be sustained. A further 
review of the pay research machine, and of the future of 
the Standing Commission on Pay Comparability, was therefore 
necessary. This was a longer term problem, which should 
not be introduced into the present pay negotiations, but which 
should be reconsidered by Ministers in time, i f necessary, 
to end the present Pay Agreement before the next round of 
negotiations began. 

i . There was insufficient information available to 
Ministers to allow them to impose manpower reductions 
sensibly or to monitor the performance of their Departments. 
The Civi l Service Department have already begun work on 
designing suitable information systems. This should be 
carried further, in consultation with Sir Derek Rayner. 

j . Any premature disclosure of the Cabinet's decisions 
or of the Government's negotiating position would prejudice 
the negotiating position of the Minister of State, Civi l Service 
Department. 

THE PRIME MINISTER, summing up the discussion, said that the 
Cabinet agreed that the cash limits which had already been approved 
for 1980-81 should not be reopened. The Minister of Transport 
should discuss with the Chief Secretary, Treasury, the particular 
problems this would cause for the road programme. Cabinet agreed 
that the cash limit for the central Civi l Service vote should be set at 
a level which allowed for a 14 per cent increase in the cost of the 
Civil Service, They noted that the evidence from the Pay Research 
Unit reports indicated a pay increase of around 18.75 per cent on 
average. They agreed that expenditure would have to be brought 
within the cash limit by a combination of tight negotiations on pay, 
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staging of the pay inc reases and reductions i n manpower. The 
prec i se balance between the three would depend on the outcome of 
the pay negotiations, but the Cabinet accepted that i t would be 
necessary to achieve by means of manpower cuts whatever part of 
the necessary reduct ion i n costs could not be achieved by hard 
bargaining on the amount and staging of the pay inc r ea se s . In 
conducting the negotiations the Min i s t e r of State, C i v i l Se rv i ce 
Department, should seek to avoid a breakdown which might make i t 
necessary for the Government to refuse arb i t rat ion. The Cabinet 
were anxious to avoid such a course and the indust r i a l act ion which 
might follow i t . Within that ove ra l l l imitat ion the M in i s t e r of State, 
C i v i l Se rv ice Department, should negotiate as tightly as poss ib le on 
the amounts of the pay i nc r e a s e s . O n the assumption that there 
would r e m a i n a difference of about four percentage points between 
the cost of the pay inc reases at present staff numbers and the cash 
l imi t , the balance of v iew In the Cabinet favoured looking m o r e to 
manpower reductions than to staging to cover i t . A reduction of 
3 per cent by way of manpower reductions might be too stiff, but 
2f per cent should be manageable. It should therefore be the 
objective of negotiations to conclude an agreement on the amount 
and staging of the pay settlement so as to leave not l e s s than 2 and 
not m o r e than Z\ percentage points to be found by manpower 
reductions. The Cabinet recognised that some Departments would 
find savings of this order eas ier to achieve than others ; the savings 
need not be uni formly distr ibuted among Departments . T h e 
Minister of State, C i v i l Se rv ice Department, should prepare 
proposals for achieving the neces sa ry reductions once the outcome 
of the pay negotiations was known. It was par t i cu la r ly important 
that absolute sec recy should be maintained on the Government ' s 
decisions while the negotiations were i n t r a in . Nevertheless 
individual M in i s t e r s should give urgent considerat ion to the ways 
in which further reductions i n staff could be found i n their 
Departments. The Cabinet a lso agreed that the future of the pay 
research system, and of the comparabi l i ty p r inc ip le i n public se rv ice 
pay determination, should be reviewed. It was also agreed that 
improved management information systems were needed to help 
Ministers control departmental staff costs . 

The Cabinet -

1, Took note, with approval , of the P r i m e 
M i n i s t e r ' s summing up of the i r d i scuss ion . 

2. A g r e e d that the publ ic sector cash l im i t s 
a l ready approved, and l i s t ed i n sub-paragraphs 1-4 
of paragraph 2 of C(80) 14, should be maintained. 
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3. Invited the Min i s te r of T r anspo r t to 
d iscuss with the Chie f Secretary , T r e a s u r y , 
the pa r t i cu l a r p r ob l em of the road p r og r amme 
for that y ea r . 

4. Ag reed that the cash l im i t fer the C i v i l Service 
Vote for 1980-81 should be sat at a l e ve l which imp l i ed 
an increase of 14 per cent i n the cost of earnings as a 
resu l t of now settlements. 

5. Invited the Min i s te r of State, C i v i l Se rv ice 
Department, to negotiate on the 1980 pay 
settlement for the non- indust r ia l C i v i l Se rv ice on 
the basis of and with the a ims desc r ibed i n the 
P r i m e M i n i s t e r ' s summing up . 

6. A g r e e d that the balance of the r equ i red 
savings, over and above what could be r ea l i s ed 
by ha rd bargaining on the amounts and staging o f 
the pay inc reases , should be achieved by further 
manpower reductions, which should i n any case 
average at least 2 pe r cent over the C i v i l Se rv ice 
as a whole. 

7. Invited the Min i s te r of State, C i v i l Se rv ice 
Department, to c i rcu late proposa ls for achieving the 
neces sa ry reductions i n due course . 

8. Invited a l l M in i s t e r s i n charge of Departments 
to give immediate considerat ion to the means of 
reducing the costs of manpower i n their Departments 
by 2 to 2 | pe r cent i n 1980-81. 

9. Invited the Chance l lo r of the Exchequer , i n 
consultation with the Secretary of State for Employment 
and the M in i s t e r of State, C i v i l Se rv ice Department, 
once the current pay negotiations had been concluded, 
to a r range for of f icials to c a r r y out a complete review 
of the pay r e s e a r c h system and of the comparab i l i ty 
p r inc ip l e i n public se rv ice pay determination, and 
to b r ing proposa ls before them before the summer Reces s . 

10. Invited the Min i s te r of State, C i v i l Serv ice 
Department, i n consultation with Sir Derek Rayner and 
the employing Departments, to advise on-the development 
and improvement of management information systems to 
help Mln iotora control C i v i l Scrv ico numbers and coots. 

Cabinet Office 

29 Feb rua ry 1980 
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