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1. The Cabinet were informed of the business to be taken in
the House of Commons during the following week,

THE CHANCELLOR OF THE DUCHY OF LANCASTER said that,

in accordance with the conclusions reached by the Cabinet at their
last meeting, he intended to table later that day, for debate on
Thursday, 7 August, the necesgsary motions on the outstanding
recommendations of the First Report from the Select Committee

on Procedure, Session 1977-78. He had received assurances from
the Chairman of the 1922 Committee that the Government's
supporters would not table amendments to the motion about a new
public bill procedure, and he was confident that, with their support,
combined with arrangements being made by the Chief Whip to ensure
that as many Ministers as possible were available to vote, there
would be comfortable majorities for the Government at the end of
the debate. He wag less certain that all the motions would be
carried without amendment if for any reason it was now decided to
defer moving them until after the Summer Recess,

In discusaion, it was noted that there were already indications that
amendments would be tabled which if carried would defeat the
Government's intention to confine the proposed new public Bill
procedure to a strictly Umited experiment with not more than three
Bills which would not be controversial in party terms. If the
procedure were introduced on a wider basis, it could put the whole
of the Government's legislati ve programme for the next Session at
rigk, and if there were any doubt of securing a majority for all the
Government motions, it might be preferable not to move them at the
end of the debate,

THE PRIME MINISTER, summing up the discussion, said that,
although the Cabinet noted that the Chancellor of the Duchy of
Lancaster was confident that the Government motions on procedure
could be carried, considerable doubts had been expressed about
whether sufficient Government supporters could be relied upon to
attend and support the motions on a free vote on 7 August. In view
of the importance for the Government's legislative programme of
ensuring a majority, the Cabinet would prefer to defer a decision
on whether or not the motions should be moved before the Recess
until it was clear what amendments would be put down, and what
degree of support there was likely to be for them. The Chancellor
of the Duchy of Lancaster, in consultation with the Chief Whip, should
review the pogition in the light of developments over the course of
the next week, and should report to her in time for a final decision
to be taken before the debate. This could if necessary be reviewed
at next week's meeting of the Cabinet.
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The Cabinet -

1. Invited the Chancellor of the Duchy

of Laneaster, in consultation with the Chief Whip,
to review the prospects for cbtaining a majority
for the Government motions on procedure, as
indicated in the Prime Minister's summing up, and
to report his conclusions to her not later than
Wednepday, & August.

THE SECRETARY OF STATE FOR THE ENVIRONMENT said that
270 amendments, most of them put down by the Government, had
been made to the Housing Bill in the House of Lords. These
would be considered by the House of Commons on Tuesday

5 August. The only amendments likely to be seriously
controversial were the five carried against the Government during
the Lords Report Stage. The Cabinet had already agreed to
concede the amendment extending the option mortgage scheme to
give the equivalent of tax relief to clder people who raised
mozrtgages in order to purchase anmiities and, after consultation
with the Lord President of the Council, he had decided to provide
for the removal of the 10-year limitation on the power of local
authorities to repurchase houses speciglly adapted to the needs of
the elderly. This would bring the Bill into line with the
corresponding provisions of the Tenants' Rights, Etc. (Scotland)
Bill, and with these concessions he hoped that it would be possible,
25 he had indicated to the Cabinet the previous week, to secure the
rejection of the amendments which limited tenants' rights to buy
without further serious opposition from the Houge of Lords.

THE LORD PRESIDENT OF THE COUNCIL said that, although it
wag extremely difficult in present eircumstances to guarantee a
Government majority in the House of Lords, his assessment wasp
that it wano likely that the House would accept the decigion of the
Commoneg on the amendments to the Housing Bill referred (o by

the Secretary of State for the Environment. Some members of

the House of Lords were also likely to complain that there had been
insuffciont ime for proper examination of the motions on the
Horticulture and Agriculture Grant Orders to be moved in the
fal_lowi.ng week, and would support Lord Sandford's attempt to
gsecure postponement of consideration for three months, but he was
nevertheless reasonably confident that the motione could be carried.

The Cabinet -
2 Took notea,

&
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THE SECRETARY OF STATE FOR THE ENVIRONMENT gaid that
one of the 40 bogses in the roof of the Chamber of the House of Lordg
had recently fallen during a sitfing. A preliminary examination of
the roof had revealed that the glue by which the bosses were held on
had weakened over the years, and that the whole ceiling was ina
precarious state, Ag an immediate mezsure, he was arranging for
scaffolding to be erected to support a temporary ceiling at a cost of
about £150, 000. In the longer term it might be necessary to rebuild
the entire ceiling at a cost of between £1 and £2 million; this

coursge could prove to be more economical than carrying out further
repairs.

THE PRIME MINISTER, summing up a brief discussion, sald that
the present arrangements for holding House of Lords sitbngs in the
Royal Gallery were clearly very unsatisfactory, and the Cabinet
agraed that everything possible should be done ia order to make

the Chamber usable with safety by the ime the House of Lords
reagsembled on 6 October after the Summer Recess, The Secretary
of State for the Environment should in any case ensurae that the
necessary temporary work was vompleted in time for the State
Opening of Parliament, which had been provisionally fixed for

11 November.

The Cabinet -

A Invited the Secretary of State for the
Environment to make arrangements to enpure
that the work to erect a temporary ceiling in
the House of Lords Chamber was completed, if
possible, by 6 October, and in any event in time
for the State Opening of the next Session of
Farliament.
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2. THE LORD PRIVY SEAL said that the New Hebrides
Condominium had been brought to independence, as the Republic

of Vanuatu, on the planned date of 30 July. But the sitvation on
the island of Santo remained unsatisfactory. At the request of the
Prime Minister, Father Lini, the British and French Gove.nments
had agreed to keep their troops there for one week after
independence. Father Lini had now asked for this period to be
extended to three weeks, The French Government was expected
to agree, and he himgelf would be considering with colleagues
directly concerned whether the Britlgh Government could do the
same. He would also be arranging for consultations with the French
about ways in which the underlying situation on Santo might be
improved,

THE LORD PRIVY SEAL gaid that the Minister of State, Foreign
and Commonwealth Office, Mr Hurd, had paid a successful visit to
Saudi Arabia and had agreed with the Government there on the
restoration of normal Anglo-Saudi relations. The way was
therefore open for the resumption of contacts at all levels,
il‘-cludihf_ﬂ, the reingtatement of the proposed vigit h!l,,r the Secretary
of State for Social Serviceas,

THE LORD PRIVY SEAL gaid that the Prime Minister, Mr Mugabe,
had decided to seek a gpuccessor to General Walls from outside
Zimbabwe. It was not yet known whether he would select one of

the three possible British candidates who had been suggested to him,

The Cabinet -

Took note,
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MSIONS 3, The Cabinet considered a note by the Secretary of the Cabinet
{C(B0) 50) covering a report by officials on the financial implications

NCES OF of the Motion on Parliamentary Pay, Pensione and Allowances

OF passed by the House of Commons on 21 July,

ENT
THE PRIME MINISTER gaid that it was clear that the effect of the
Houge of Commeons Motion, if implemented, would be a substantial
increase in public expenditure. The addition to secretarial
allowances would cost about £400, 000 per year. An increase in
the notlomal salary of Members of Parliament (MPs) for pension
purposes to £13, 750 would have only a small direct cost, ut would
almost certainly have to be matched by a similar concession for the
other groups covered by the Top Salaries Review Body (TSRB), and
the Assistant Secretaries, Senior Principals, and related groups in
the Civil Service, whose salaries had been held below the levels
suggested by the pay research evidence. Such an extensglon would
cost about £14 million a year in 1986-8]1 and 1981-82, and £600, 000
in 1982-83, with a gradually diminishing commitment thereafter,
The proposals for a more rapid acerual rate for MPsg' pensions
could have very widespread and expennive repercunsions indeed,

In general discussion it was suggested that, although the various
iterns covered by the Motions had been passed by the House without
an adequate knowledge of the facts, the votes taken were in a sense
2 quid pro quo for the reduction in MPs' salary increase. The
Government would not be able to carry a Motion which did not go a
considerable way to meeting the various points raiged.

In further discussion the following main points were made -

a. If the notional salary for pengion purposes for MPs
were to be raised to £13, 750 per annum it would be desirable
B0 to arranpge matters that the House was also required to
vote at the same time on the consequential changes in the
pension entitlement of other public servants. This would
ensure that MFPs faced up to the full consequences of their
decigion; and it would make it clear that the House, and not
the Government, were responsible for the change in policy,

b. The p‘rUP{JSEJ that MPs' pengions ghould acerue at o
rate of one-fortieth of final salary for each year of service
presented severe problems. If Meéembers were themaelves
to bear the full cost, the necessary contribution would amount
initially to about 33 per cent of palary on average. This was
clearly untenable and would call in question the availability of
tax relief for the whole of MPs' pengion contributions. If
instead of increasing Members' contributions the Exchequer
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contribution was increased, the scheme would become
exceptionally generous, and would lead to widespread
pressuré from other public sector achemes for comparable
treatment to bring them into line with the Parlamentary
scheme. In any event the number of Members who had
difficulty in a cequiring a suitable pension was probably quite
small, bearing in mind the possibility of transferring
pension rights earned in other employment. Rather than
consider new schemes baged on improved accrual rates
therefore much the best course would be to geak minor
improvements in the present scheme which would provide
easement for the hardest cases eg., by improvements in the
rules poverning the transfer of the pension rights into the
Parliamentary scheme and possibly some relaxation of the
time limits on which this could be done. There might also
be further scope for facilitating the purchase of "added years"
of pension entitlement by lurap sum payments, although some
Members might not have accesa to the necessary capital
amounts and be able to acquire "added years' only through
gome form of periodic cuntributions.

Gs The question of linkage of MPsa' salaries to '"a
specified grade in the public service'" algo presented
congiderable difficulty., Further consultation would be
necessary before any conclusions could be reached.

THE PRIME MINISTER, summing up the discussion, said that the
Cabinet were prepared to accept the increase in secretarial
allowances voted for by the House but had very considerable doubts
about the two improvements sought to pengions entitlement and the
linkage of salary to that of a suitable grade in the public service.
In these matters the House ghould be made fully aware of the
implications of the proposals they had made before any substantive
vote was taken. A factual report ghould be prepared as goon as
poesible and made available to Members. If, when ali the facts
were known, the Houpe ptill wished to vote for an increase in
notional salary rates of MPs for pension purposes, they should
algo be invited to vote on the Government's recommendation that
such a step must in equity be extended to the other TSRE groups,
and Civil Service groups, similarly affected. The Chancellor of
the Duchy of Lancaster should make a statement to the House next
week, explaining the Government's attitude and promising a further
debate when the House returned in the autumn, In addition to
circulating the proposed factual note, which would deal with linkage
as well as pensions, to individual Members, the Chancoellor of the
Duchy of Lancaster and the Chief Whip should also pursue
congultations through the usual channels,

&
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The Cabinet -

1. Took note, with approval, of the summing
up of their discussion by the Prime Minister.

2. Invited the Chancellor of the Duchy of
Lancaster to circulate for comment a draft of
hig propoged statement to be made next weak.

3. Instructed the Secretary of the Cabinet

to arrange for the preparation of a factual paper
suitable for publication to MPs, discussing the
impﬁgﬂtjunﬁ of the various elements in the House
of Commeons Motiong carried on 21 July.

4. Invited the Chaneellor of the Duchy of

Lance ster and the Chief Whip to pursue consultation
on the question of linkage of MPs' galaries through
the usunl channels, and with the Parliamentary
Parties.

The Cabinet had bafore them minutes about teachers' pay
to the Prime Minister of 20 July from the Secretary of State for
Education and Science; of 29 and 30 July from the Chancellor of
the Exchequer; of 29 July from the Chancellor of the Duchy of
Lancaster; and of 30 July from the Secretary of State for Scotland;
and also letters of 9 and 25 July from the Attorney General to the
Secretary of State for Education and Science.

The Cabinot's discussion and the conclugions reached are recorded
separately.

T
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- 18 The Cabinet considered a mamorandum by the Chief
Secretary, Treasury (C{B0) 48) on his proposals for savings in
local authority current expenditure, and the education programme
in particular, in 1981-82,

THE CHIEF SECRETARY, TREASURY said that the Cabinet had
already agreed to keep total public expenditure for 1981-82 within

the total announced in the last Public Expenditure White Paper,

Cmnd 784l, as reduced by the European Community receipts, and

to announce a Z per cent reduction in total local authority current
expenditure between 19680-81 and 1981-82. To achieve the first
cbjectdve, he recommended a cut of £687 million in the total

education programme in England, which would be equivalent to

£50 million net allowing for the logs of savings on school transport.
Within that, to achleve the second objective, he recommended gross
savings of £67 million on local authority current expenditure on
education in England and Wales. ©Of the gross savings of

£45 million now offered by tho Secretary of State for Education and
Science, only £15 million were on local muthority current expenditure.
If no more savings were made, this would mean an overall net
reduction in local authority current expenditure of only 1, &6 per cent
rather than the 2 per cent approved by the Cabinet, He recommended
that the Cabinet should now agree to his proposals for further

savings on the education programme or, failing that, find them from
gll loeal suthority services except law and order,

THE SECRETARY OF STATE FOR EDUCATION AND S5CIENCE gaid
that he had increased his proposals for savings from £20 million-
£25 million to £45 million, with most of the increased savings
coming on expenditure on polytechnizs and higher education as
suggested by the Cabinet when this issue had first been discussed.
He could not make further savings on curront expenditure without
reducing the standard of provigion in schools and so reneging on the
Government' s commitment to maintain and improve the guality of
education,

In discussion it was argued that it should be possible to make the
propoged further savings on education without necessarily reducing
the quality of teaching. The further increases required to make up
the Chief Secretary!s proposed total were only 1. 2 per cent of total
schools expenditure. Ewen with these savings, unit costs would still
be higher than in 1978-79. About 40 per cent of the sgtaff covered

by the education budget were not teacheras.

THE PRIME MINISTER, summing up the diseussion, said that the
Cabinet had agreed at their last meeting that the Government should
announce before the Recess that the total of the loeal authorities
current expenditure in 1981-02 should be 2 per cent below the

1]
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Government's planned figure for 1980-81, They now agreed that
the balance of the savings necessary to achieve this objective
should be found from the education programme aa propused by the
Chief Secretary, Treasury,

The Cabinet -

1 figreoed that the total education programme
in England in 1981-02 should be reduced by
£8T million gross,

. Apgreed that, within that figure, local
authority current expenditure on education in
England and Waleg in 1981-82 should be reduced
by £67 million grossa.

E. The Cabinet considered a memorandum by the Secretary of
State for Industry (C(B0) 49) on compensation for the nationalised
= shipbuilding and aircraft companies and on the introduction of
@FEUILDING private sector capital into the shipbuilding and shiprepair industries,

THE SECRETARY OF STATE FOR INDUSTRY said that problems
about compensation arose because under the Aircraft and Shipbuilding
Industrieg Act 1977 compensation payments were based on notional
stoclk market value in a six monthy reference period ending on

28 February 1974, The fourteen companies whose values had
fallen between then and vesting day had gettled. Six other
companies, whose values had risen substantially after vesting day
were strongly pressing the Government to change the terms of
compensation. Although the provisions of the 1977 Act were highly
unsatisfactory, he could not recornmend that they should now be
changed. To do so would involve retrospective legislation. The
grievance felt by shareholders in the companies whose values had
rigen after vesting day had to be balanced against the resentment
that would be felt, if the compensation terma were changea
retrospectively, by the thousands who had sold their sharos in
some of the companies on the basis of the original compensation
terma. It would cost the Govermment at leagt £130 million. He
had eonsidered the possibility of offering the warship yards back

to their previous owners at eitheor compensation or market values.
This would have an immediate ndverse effect on the Puablic Sector
Borrawing Requirement (PSBR) of about £50 million, because
progress payments to the warship yards would have to be repald;
there could be further costs from disruption in the yards of Britigh
Shipbuilders (BS) in protest against the sales; privatisation at this
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stage, although not later, would be strongly against the advice of
the new Chairman of BS; and it would not deal with the problems
of the former cwners of the British Aircraft Corporation. He
recommended therefore that an announcement should be made
before the Recess that there could be no change in the present
compensation provisions, and that the Government has decided to
defer the introduction of private sector capital into the shipbuilding
and shiprepair yards.

In discussion it was suggested that the present compengation terma
represented a policy of confiscation of property. It was true that
the policy was that of a previous Government; but the responsibility
for administering the policy now rested with the present Government,
A polution worth considering might be to offer the former owners
(where it was still practicable to do so) a cholice between accepting
compensation on the proesent terms and the return of their former
property to them. This course would require legislation; and
would have other poasible disadvantages: that many former owners
of ghares had now sold themn; that it could lead to industrial action
in BS; and that there would be a cost to the PSBR. But it should
be examined,

THE PRIME MINISTER, summing up a short digscussion, said that
it wanp not posnible to reach conclusions on this matter without
further consideration, The Cabinet would resume thelr digecussion
of this issue at their next meeting with a view to authorisging the
Secretary of State for Industry to make an announcement on
compensation and on the privatisation of British Shipbullders before
the Receas.

The Cabinet -

Invited the Secretary of State for Industry,

in congultation with the Sécretary of State for

the Environment and other Ministers as nacessary,
to circulate in time for discussion at their next
meeting a further memorandum setting out and
analysing the advantages and disadvantages of the
options available to the Government, including

the proposal supgpgested Iin discussion,

Cehbinet Office

3 July 1980
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LIMITED CIRCULATION ANNEX

CC(BO) 31st Coneclugions, Mimite 4

Thursday 31 July 1980 at 9. 30 am

The Cabinet had before them minutes about teachers' pay to the
Prime Minister of 28 July from the Secretary of State for Education
and Scicnce; of 29 and 30 July from the Chancellor of the Exchequer;
of 29 July from the Chancellor of the Duchy of Lancaster; and of

30 July from the Secretary of State for Scotland; and also letters of
9 and 25 July from the Attorney General to the Secrotary of State for
Education and Science.

THE SECRETARY OF STATE FOR EDUCATION AND SCIENCE

said that the arbitral body appointed to consider the pay of teachers
in schools and further education in Enpgland and Wales had
recommended increases from 1 April 1980 costing about 14, 6 per cent
in a full year and, allowing for some staging, 13.5 per cent in
1980-~81. This increase was on a base which made no allowance for
the error by the Standing Commission on Pay Comparability in their
recommendations for pay increases for 1979. Before this error
was discovered the Manapement Panel, of which the Government
formed part, had offered a 13 per cent increase from April 1980,
corresponding to the 13 per cent allowed for pay and price increases
in the Rate Support Grant cash limit. They had subseguently
amended this to 9.26 per cent to allow for the Clegy error of about
3.7 per cent. In making their recommendations the arhitral body
claimed to have taken account of the cogt of this error, but it was
not apparent how they had done so. It seemed that they had been
primarily influenced by their judgment of what the employers were
able to pay; and on that they had ralied on the previous offer of

13 per cent. Under the 1965 Remuneration of Teachers Act the
Government had either to accept the awards or to satisfy both
Houses of Parliament, under the Affirmative Resolution procedurae,
that 'national economic circumstances required that effect should not
be given to the recommendations', In his view the Government could
not make such a cage, The proposed awards were lower than thoge
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given to other comparable public sector groups from April 1980, and
it would be pointed out that the Government had offered at one stage
to pay 13 per cent. In these eircumstancea, although the award

was higher than he would have wished, he had to recommend that it
ghould be accepted.

In discussion the following points were made -

a. Whatever the arpuments for setting aside the award,
the Resolutions which would be required both in the House
cf Commons and in the House of Lords would be highly
contentious, Their introduction before the Recesa would
seriously disrupt the Parliamentary programme and prit

the Government' g legislative programme for the session

at new risk. It was by no means certain that the Governmaent
could command a majority for such Resclutions. It seemed
likely that the application of the Edmund-Davies formula
would produce an increase of over 20 per cent for the police
in September; but, even if the police and the armed forceg
could be regarded as exceptional, it was not clear on what
basis national economic circumstances permitted pay
increases of 16 to 102 per cent for other public service
groups, including the industrial and non-industrial Civil
Service, and National Health Service doctore and dentigts,

but could be argued as requiring a reduction in the pay
inerease for teachers from 143 to 91 per cent,

b. There was 2 strong case for inviting Parliament to
override the award, and for offering no more than the

9.3 per cent proposed by the Management Panel, Otherwise
the £130 million cost of the original error would be
compounded; the Government would have lost an opportunity
to influence other public sector pay negotietions which would
be starting shortly; and the local authorities could complain
that the Government had failed to back them on this issue at
a2 Hme when it was 'rl':quirinﬂ them to make cuts on their
expenditure slsewhere,

C. Under the toerme of the 1965 Act, the casa for
overriding the awards would have to be based firmly on
national economic ecircumestances, rather than on the failure
to take account of the Standing Commission's error. While

it would be possible to point to a major deterioration in the
reneral economic situation since April, and in particular to
the problems of controlling public expenditure, it would also
be necessary to convince Parliament that these were sufficient
grounds for rﬂduuing the gettlement for the teachers when
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other compargable groups had received higher settlementa
in regpect of the same period. It could be arpued that,
even though the local authorities might have made sufficient
provision to pay for the awards in full, a lower settlement
would allow for smaller rate increases in the coming year.

d., It was very important that the Governoent ghould not

be defeated on Resolutions to reduce the awards., This

could be more dama.ﬁ'lng than .]c'cr_-ptirl.!:_; them now, An attempt
to rush Resolutions through before the Recess could add to

the risk of defeat; and economic developments during the
Recess might well strengthen rather than weaken the case

for reducing the amount of the increase,

€. The awards by the arbitral body dealing with the
Scottigh teachers would not be made for two or three weeks.
As the Management Side had offered 14 per cent, they were
likely to be at least thut amount. If it were then decided to
override them, in line with decigions taken for England and
Wales, it would not be pussible to move the necessary
Resolutions until Parliament resumed at the end of October.
Failure to take action on the awards in the intervening period
would almost certainly lead to widespread strike action by
Scottish teachers.

£ It might be possible to publish the reports now and

to move the Regolutions in October. This would allow the
Government to congider the awards for England and Wales
and for Scotland together. Teachers would , however, be
unwilling to wait until then fcr the implementation of awards
due with effect from April, There was a risk that they could
take Court action against the Secretaries of State. To deal
with this, one possibility might be to give them an interim
award in line with whatever the Government intended to
recommend to Parliament ag an acceptable settlement,

THE PRIME MINISTER, summing up the discussion, said that the
Cabinet agreed on balance that the Government should seek to
override the awards and to substitute increases in the order of

9.3 per cent as recommended by the Management Panel, © There
were howeaver considerable difficultieg in finding time to debate the
Resolutions before the Recess. The Cabinet therefore wished to
congider further the possibility of delaying the Repolutions until
after the Recess, The Attorney General, in consultation with the
Lord Advocate, should prepare urgently a memorandum on the legal
pogition. He should advise whether it would be possible to puhliﬁh
the reports of the arbitral bodies now and to indicate before the
Recegs that the Government would put forward Resolutions in the

3
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autumn to override them, and whether the Governament could algo
indicate now what would be the award which it would then recommend,
He should further advise whether it would be posggible to pay an
interim settlement at the level recommended by the Government, on
the understanding that this would be increased to the level of the
awards if Parliament subsequently rejected the Resolutions. The
Secretary of State for Education and Science, in congultation with
the Secretary uof State for Scotland and the aforesaid Law Officers,
should assess the risks of the teachers taking Court actorn agalnst
the Government if the Resolutions were deferred until the autumn. *
He should also advige, in congultation with the Chancellor of the
Exchequer, on how the case for offsetting the cost of the error by
the Standing Commisgion, in their recommendations for the 1979
pay award, could be deployed in Resolutions which would have to be
based primarily on the need to reduce the present awards in the
light of national economic circumstances.

The Cabinet -

1. Invited the Secretary of State for Education
and Science to publigh forthwith the reports of the
arbitral body on the pay of teachers in England and
Wales, and to state that the Government had not yet

talkon decisionsz on them.,

2. Invited the Attorney General, in consultation
with the Lord Advocate and with the Sesretaries of
State for Education and Science and for Scotland, to
circulate urgently 8 memorandum advising on the
legal implications of delaylng until after the
Parliamentary Recess the statutory procedures
necessary to reduce the awards.

3. Invited the Secretary of State for Education

and Secience, in consultation with theé Secretary of

State for Scotland, the Attorney General and the

Lord Advocate, to assess the risks of the teachers

taking Court action if the Regolutions were delayed;

and, in consultation with the Chancellor of the Exchequer,
to advise on how the case for requiring the award to be
set apide on account of national economic circumstances
could best be deployed.

Cahinet Office
1 Aiagust 1980
4
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