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CONFIDENTIAL 

MENTARY 1. The Cabinet were i n f o r m e d of the bus iness to be taken i n 
S the House of C o m m o n s d u r i n g the fo l lowing week. 

bmmons T H E C H A N C E L L O R O F T H E D U C H Y O F L A N C A S T E R s a i d that, 
i n accordance w i th the conc lus ions reached by the Cabinet at t h e i r 
l a s t meet ing , he intended to tab le l a t e r that day, f o r debate on 
T h u r s d a y , 7 A u g u s t , the n e c e s s a r y mot ions on the outstanding 
recommendat ions of the F i r s t R e p o r t f r o m the Select C o m m i t t e e 

30th on P r o c e d u r e , S e s s i o n 1977-78. He had r e c e i v e d a s s u r a n c e s f r o m 
sions the C h a i r m a n of the 1922 C o m m i t t e e that the G o v e r n m e n t ' s 

supporters would not tab le amendments to the m o t i o n about a new 
p u b l i c b i l l p r o c e d u r e , and he was confident that, wi th t h e i r support , 
combined w i th a r r a n g e m e n t s being made by the C h i e f Whip to ensure 
that as m a n y M i n i s t e r s as p o s s i b l e were a v a i l a b l e to vote, there 
would be comfor tab le m a j o r i t i e s f o r the Government at the end of 
the debate. He was l e s s c e r t a i n that a l l the mot i ons would be 
c a r r i e d without amendment i f f o r any r e a s o n i t was now dec ided to 
defer m o v i n g t h e m u n t i l a f ter the S u m m e r R e c e s s . 

In d i s c u s s i o n , i t was noted that there were a l r e a d y ind i ca t i ons that 
amendments would be tab led which i f c a r r i e d would defeat the 
G o v e r n m e n t ' s intent ion to confine the proposed new pub l i c B i l l 
p rocedure to a s t r i c t l y l i m i t e d exper iment wi th not m o r e than three 
B i l l s which would not be c o n t r o v e r s i a l i n p a r t y t e r m s . If the 
procedure were i n t r o d u c e d on a wider b a s i s , i t could put the whole 
of the G o v e r n m e n t ' 8 l e g i s l a t i v e p r o g r a m m e f o r the next S e s s i o n at 
r i s k , and i f t h e r e were any doubt of s e c u r i n g a m a j o r i t y f o r a l l the 
Government m o t i o n s , i t m i g h t be p r e f e r a b l e not to move t h e m at the 
end of the debate. 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that, 
although the Cabinet noted that the C h a n c e l l o r of the Duchy of 
L a n c a s t e r was confident that the Government mot ions on p r o c e d u r e 
could be c a r r i e d , c ons iderab le doubts had been e x p r e s s e d about 
whether suf f i c ient Government suppor ters could be r e l i e d upon to 
attend and support the mot ions on a f ree vote on 7 A u g u s t . In v i e w 
of the i m p o r t a n c e for the G o v e r n m e n t ' s l e g i s l a t i v e p r o g r a m m e of 
ensur ing a m a j o r i t y , the Cabinet would p r e f e r to defer a d e c i s i o n 
on whether o r not the mot i ons should be m o v e d before the R e c e s s 
u n t i l i t was c l e a r what amendments would be put down, and what 
degree of support t h e r e was l i k e l y to be for t h e m . T h e C h a n c e l l o r 
of the Duchy of L a n c a s t e r , i n consul tat ion wi th the Chie f Whip , should 
r e v i e w the p o s i t i o n i n the l i gh t of developments over the course of 
the next week, and should r e p o r t to h e r i n t i m e f or a f i n a l d e c i s i o n 
to be taken before the debate. T h i s could i f n e c e s s a r y be r e v i e w e d 
at next week 's meet ing of the Cab ine t . 
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The Cabinet -

1. Inv i ted the C h a n c e l l o r of the Duchy 
of L a n c a s t e r , i n consul tat ion w i th the C h i e f W h i p , 
to r e v i e w the p r o s p e c t s f o r obta ining a m a j o r i t y 
f or the G o v e r n m e n t mot i ons on p i o c e d u r e , as 
i n d i c a t e d i n the P r i m e M i n i s t e r ' s s u m m i n g up , and 
to r e p o r t h i s conc lus ions to h e r not l a t e r than 
Wednesday, 6 A u g u s t . 

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 s a i d that 
270 amendments , m o s t of them put down by the Government , had 
been made to the H o u s i n g B i l l i n the House of L o r d s . T h e s e 
would be cons idered by the House o f C o m m o n s on Tuesday 
5 A u g u s t . T h e only amendments l i k e l y to be s e r i o u s l y 
c o n t r o v e r s i a l were the five c a r r i e d against the Government d u r i n g 
the L o r d s R e p o r t Stage. The Cab inet had a l r e a d y agreed to 
concede the amendment extending the option mortgage scheme to 
give the equivalent of tax r e l i e f to o lder people who r a i s e d 
mortgages i n o r d e r to purchase annui t ies and, after consultat ion 
with the L o r d P r e s i d e n t of the C o u n c i l , he had dec ided to p r o v i d e 
for the r e m o v a l of the 10-year l i m i t a t i o n on the power of l o c a l 
author i t i es to r e p u r c h a s e houses s p e c i a l l y adapted to the needs of 
the e l d e r l y . T h i s would b r i n g the B i l l into l i n e with the 
correspond ing p r o v i s i o n s of the T e n a n t s ' R i g h t s , E t c . (Scotland) 
B i l l , and wi th these concess ions he hoped that i t would be p o s s i b l e , 
as he had i n d i c a t e d to the Cabinet the p r e v i o u s week, to secure the 
r e j e c t i o n o f the amendments which l i m i t e d tenants ' r i g h t s to buy 
without fur ther se r i ous oppos i t ion f r o m the House of L o r d s . 

T H E L O R D P R E S I D E N T O F T H E C O U N C I L s a i d that, although i t 
was e x t r e m e l y d i f f i cu l t i n present c i r c u m s t a n c e s to guarantee a 
Government m a j o r i t y i n the House of L o r d s , h i s a s s e s s m e n t was 
that i t was l i k e l y that the House would accept the d e c i s i o n of the 
C o m m o n s on the amendments to the Hous i ng B i l l r e f e r r e d to by 
the S e c r e t a r y of State for the E n v i r o n m e n t . Some m e m b e r s of 
the House of L o r d s were a l so l i k e l y to c o m p l a i n that there had been 
insuf f i c i ent t i m e for p r o p e r examinat ion of the mot ions on the 
H o r t i c u l t u r e and A g r i c u l t u r e G r a n t O r d e r s to be moved i n the 
fo l lowing week, and would support L o r d Sandford 's attempt to 
secure postponement of c ons idera t i on for three months , but he was 
never the less reasonab ly confident that the mot ions could be c a r r i e d . 

The Cabinet -

2 . Took note. 
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to the 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 s a i d that 
of the one o f the 40 bosses i n the roo f of the C h a m b e r of the House of L o r d s 

| Lords had r e c e n t l y f a l l e n d u r i n g a s i t t i n g . A p r e l i m i n a r y examinat ion of 
the r o o f had r e v e a l e d that the glue by which the bosses w e r e h e l d on 
had weakened over the y e a r s , and that the whole c e i l i n g was i n a 
p r e c a r i o u s state . A s an i m m e d i a t e m e a s u r e , he was a r r a n g i n g f or 
scaf fo lding to be erec ted to support a t e m p o r a r y c e i l i n g at a cost of 
about £150, 000. In the l onger t e r m i t m i g h t be n e c e s s a r y to r e b u i l d 
the ent i re c e i l i n g at a cost of between £1 and £2 m i l l i o n ; t h i s 
course could prove to be m o r e e c o n o m i c a l than c a r r y i n g out fur ther 
r e p a i r s . 

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 b r i e f d i s c u s s i o n , s a i d that 
the p r e s e n t a r r a n g e m e n t s f o r ho ld ing House of L o r d s s i t t ings i n the 
R o y a l G a l l e r y were c l e a r l y v e r y u n s a t i s f a c t o r y , and the Cabinet 
agreed that everyth ing p o s s i b l e should be done i n o r d e r to m a k e 
the C h a m b e r usab le w i th safety by the t i m e the House of L o r d s 
r e a s s e m b l e d on 6 October after the S u m m e r R e c e s s . T h e 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 should i n any case ensure that the 
n e c e s s a r y t e m p o r a r y w o r k was completed i n t i m e for the State 
Opening of P a r l i a m e n t , w h i c h had been p r o v i s i o n a l l y f i xed for 
11 N o v e m b e r . 

T h e Cabinet -

3. Invi ted the 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 to m a k e ar rangements to ensure 
that the work to e rec t a t e m p o r a r y c e i l i n g i n 
the House of L o r d s C h a m b e r was completed , i f 
p o s s i b l e , by 6 October , and i n any event i n t i m e 
for the State Opening of the next Sess i on of 
P a r l i a m e n t . 
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2. T H E L O R D P R I V Y S E A L s a i d that the New H e b r i d e s 
C o n d o m i n i u m had been brought to independence, as the Repub l i c 
of Vanuatu , o n the p lanned date of 30 J u l y . B u t the s i tuat ion on 
the i s l a n d of Santo r e m a i n e d u n s a t i s f a c t o r y . A t the request of the 
P r i m e M i n i s t e r , F a t h e r L i n i , the B r i t i s h and F r e n c h Governments 
had agreed to keep t h e i r t roops t h e r e for one week after 
independence. F a t h e r L i n i had now asked for t h i s p e r i o d to be 

i extended to three weeks . T h e F r e n c h Government was expected 
s to agree , and he h i m s e l f would be cons i der i ng with co l leagues 

d i r e c t l y concerned whether the B r i t i s h G o v e r n m e n t could do the 
same. H e would a l so be a r r a n g i n g f o r consultat ions w i t h the F r e n c h 
about ways i n which the u n d e r l y i n g s i tuat ion on Santo m i g h t be 
i m p r o v e d . 

bia T H E L O R D P R I V Y S E A L s a i d that the M i n i s t e r of State, F o r e i g n 
and C o m m o n w e a l t h Of f i ce , M r H u r d , had p a i d a s u c c e s s f u l v i s i t to 
Saudi A r a b i a and had agreed w i th the Government there on the 

e: r e s t o r a t i o n of n o r m a l A n g l o - S a u d i r e l a t i o n s . T h e way was 
th there fore open f or the r e s u m p t i o n of contacts at a l l l e v e l s , 

s i n c l u d i n g the re ins ta tement o f the proposed v i s i t by 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 . 

T H E L O R D P R I V Y S E A L s a i d that the P r i m e M i n i s t e r , M r Mugabe, 
had dec ided to seek a s u c c e s s o r to G e n e r a l W a l l s f r o m outside 
Z i m b a b w e . It was not yet known whether he would select one of 
the t h r e e p o s s i b l e B r i t i s h candidates who had been suggested to h i m . 

i 

s T h e Cabinet -

Took note. 
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3. The Cabinet cons idered a note by the S e c r e t a r y of the Cabinet 
(C(80) 50) c o v e r i n g a r e p o r t by o f f i c i a l s o n the f i n a n c i a l i m p l i c a t i o n s 
of the M o t i o n on P a r l i a m e n t a r y P a y , P e n s i o n s and A l l o w a n c e s 
passed by the House of C o m m o n s on 21 J u l y . 

T H E P R I M E M I N I S T E R s a i d that i t was c l e a r that the effect of the 
House of C o m m o n s M o t i o n , i f i m p l e m e n t e d , would be a substant ia l 
i n c r e a s e i n p u b l i c expenditure . The addit ion to s e c r e t a r i a l 
a l lowances would cost about £400, 000 p e r y e a r . A n i n c r e a s e i n 
the not ional s a l a r y of M e m b e r s of P a r l i a m e n t ( M P s ) for pens ion 
purposes to £13, 750 would have only a s m a l l d i r e c t cost , but would 
a l m o s t c e r t a i n l y have to be m a t c h e d by a s i m i l a r c oncess i on for the 
other groups c o v e r e d by the T o p S a l a r i e s R e v i e w B o d y ( T S R B ) , and 
the A s s i s t a n t S e c r e t a r i e s , Senior P r i n c i p a l s , and r e l a t e d groups i n 
the C i v i l S e r v i c e , whose s a l a r i e s had been h e l d below the l e v e l s 
suggested by the pay r e s e a r c h evidence . Such a n extension would 
cost about £ l£ m i l l i o n a y e a r i n 1980-81 and 1981-82, and £600, 000 
i n 1982-83, wi th a gradua l ly d i m i n i s h i n g c o m m i t m e n t therea f t e r . 
T h e p r o p o s a l s for a m o r e r a p i d a c c r u a l r a t e for M P s ' pens ions 
cou ld have v e r y w i d e s p r e a d and expensive r e p e r c u s s i o n s Indeed* 

In genera l d i s c u s s i o n i t was suggested that, although the v a r i o u s 
i t e m s covered by the M o t i o n s had been p a s s e d by the House without 
an adequate knowledge of the fac t s , the votes t a k e n w e r e i n a sense 
a qu id p r o quo for the r e d u c t i o n i n M P s ' s a l a r y i n c r e a s e . T h e 
Government would not be able to c a r r y a M o t i o n w h i c h d i d not go a 
cons iderab le way to meet ing the v a r i o u s points r a i s e d . 

In fur ther d i s c u s s i o n the fo l l owing m a i n points were made -

a . I f the not iona l s a l a r y f o r pens i on purposes for M P s 
were to be r a i s e d to £13, 750 p e r annum i t would be d e s i r a b l e 
so to a r r a n g e m a t t e r s that the House was a lso r e q u i r e d to 
vote at the same t i m e on the consequent ia l changes i n the 
pens ion ent i t lement o f o ther p u b l i c s e r v a n t s . T h i s would 
ensure that M P s faced up to the f u l l consequences of t h e i r 
d e c i s i o n ; and i t would m a k e i t c l e a r that the House , and not 
the Government , w e r e r e s p o n s i b l e f o r the change i n p o l i c y . 

b . The p r o p o s a l that M P s ' pensions should a c c r u e at a 
r a t e of o n e - f o r t i e t h of f i n a l s a l a r y for each y e a r of s e r v i c e 
presented severe p r o b l e m s . If M e m b e r s were themse lves 
to bear the f u l l cost , the n e c e s s a r y contr ibut ion would amount 
i n i t i a l l y to about 33 p e r cent of s a l a r y on average . T h i s was 
c l e a r l y untenable and would c a l l i n quest ion the a v a i l a b i l i t y of 
tax r e l i e f f o r the whole of M P s ' p e n s i o n contr ibut i ons . I f 
i n s t e a d of i n c r e a s i n g M e m b e r s ' contr ibut ions the Exchequer 
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contr ibut ion was i n c r e a s e d , the scheme would become 
except ional ly generous , and would l e a d to w i d e s p r e a d 
p r e s s u r e f r o m other pub l i c sec tor s chemes f or comparab le 
t reatment to b r i n g them into l i n e wi th the P a r l i a m e n t a r y 
s cheme . In any event the number of M e m b e r s who had 
d i f f i cu l ty i n a c q u i r i n g a suitable pens i on was probab ly quite 
s m a l l , bear ing i n m i n d the p o s s i b i l i t y of t r a n s f e r r i n g 
pens ion r i g h t s earned i n other employment . R a t h e r than 
cons ider new schemes based on i m p r o v e d a c c r u a l ra tes 
there fore m u c h the best c ourse would be to seek m i n o r 
i m p r o v e m e n t s i n the present s cheme w h i c h would p r o v i d e 
easement f o r the h a r d e s t cases eg. by i m p r o v e m e n t s i n the 
r u l e s governing the t r a n s f e r o f the p e n s i o n r i g h t s in to the 
P a r l i a m e n t a r y scheme and p o s s i b l y some r e l a x a t i o n of the 
t i m e l i m i t s on which t h i s cou ld be done. T h e r e might a l so 
be fur ther scope for f a c i l i t a t i n g the purchase of "added y e a r s " 
of pens i on ent i t lement by l u m p sum payments , although some 
M e m b e r s might not have a c c e s s to the n e c e s s a r y c a p i t a l 
amounts and be able to a c q u i r e "added y e a r s " only through 
some f o r m of p e r i o d i c contr ibut i ons . 

c . T h e quest ion of l inkage of M P s ' s a l a r i e s to " a 
spec i f i ed grade i n the p u b l i c s e r v i c e " a l so presented 
cons iderab le d i f f i c u l t y . F u r t h e r consu l ta t i on would be 
n e c e s s a r y before any conc lus ions could be r e a c h e d . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
Cabinet were p r e p a r e d to accept the i n c r e a s e i n s e c r e t a r i a l 
a l lowances voted f or by the House but had v e r y cons iderab le doubts 
about the two i m p r o v e m e n t s sought to pensions ent i t lement and the 
l inkage of s a l a r y to that of a suitable grade i n the pub l i c s e r v i c e . 
In these m a t t e r s the House should be made f u l l y aware of the 
i m p l i c a t i o n s of the p r o p o s a l s they had made before any substantive 
vote was taken . A fac tua l r e p o r t should be p r e p a r e d as soon as 
poss ib le and m a d e a v a i l a b l e to M e m b e r s . If, when a l l the facts 
were known, the House s t i l l w i shed to vote for an i n c r e a s e i n 
not ional s a l a r y ra tes of M P s for pens ion purposes , they should 
a lso be i n v i t e d to vote on the G o v e r n m e n t ' s r e commendat i on that 
such a step m u s t i n equity be extended to the other T S R B groups , 
and C i v i l S e r v i c e groups , s i m i l a r l y af fected. T h e C h a n c e l l o r of 
the Duchy of L a n c a s t e r should m a k e a statement to the House next 
week, exp la in ing the G o v e r n m e n t ' s att itude and p r o m i s i n g a fur ther 
debate when the House r e t u r n e d i n the autumn. In add i t i on to 
c i r c u l a t i n g the proposed factual note, which would dea l wi th l inkage 
as w e l l as pens ions , to i n d i v i d u a l M e m b e r s , the C h a n c e l l o r of the 
Duchy o f L a n c a s t e r and the C h i e f W h i p should a l so pursue 
consultat ions through the u s u a l channels . 
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The Cabinet -

1. Took note, w i th a p p r o v a l , of the s u m m i n g 
up of t h e i r d i s c u s s i o n by the P r i m e M i n i s t e r . 

2 . Inv i ted the C h a n c e l l o r of the Duchy of 
L a n c a s t e r to c i r c u l a t e f o r comment a draf t of 
h i s proposed statement to be made next week. 

3. Ins t ruc ted the S e c r e t a r y o f the Cabinet 
to a r r a n g e for the p r e p a r a t i o n of a fac tua l paper 
suitable for p u b l i c a t i o n to M P s , d i s c u s s i n g the 
i m p l i c a t i o n s of the v a r i o u s e lements i n the House 
of C o m m o n s Mot i ons c a r r i e d on 21 J u l y . 

4. Inv i ted the C h a n c e l l o r of the Duchy of 
L a n c a s t e r and the C h i e f Whip to pursue consul tat ion 
on the quest ion of l i n k a g e of M P s ' s a l a r i e s through 
the u s u a l channels , and wi th the P a r l i a m e n t a r y 
P a r t i e s . 

• H E R S 1 P A Y 4. The Cabinet had before them minutes about t e a c h e r s ' pay 
to the P r i m e M i n i s t e r of 28 J u l y f r o m the S e c r e t a r y of State for 
Educat i on and Sc ience ; o f 29 and 30 J u l y f r o m the C h a n c e l l o r of 
the E x c h e q u e r ; of 29 J u l y f r o m the C h a n c e l l o r of the Duchy o f 
L a n c a s t e r ; and of 30 J u l y f r o m the S e c r e t a r y of State for Scot land; 
and a l so l e t t e r s of 9 and 25 J u l y f r o m the A t t o r n e y G e n e r a l to the 
S e c r e t a r y of State for Educat i on and S c i e n c e , 

The C a b i n e t ' s d i s c u s s i o n and the conc lus ions r e a c h e d a r e r e c o r d e d 
separate ly . 
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ION 5. The Cabinet considered a memorandum by the Chie f 
uAL Secretary , T r e a s u r y (C{60) 48) on h i s proposa ls for savings i n 
~TY l o c a l authority current expenditure, and the education p r o g r a m m e 
T i n p a r t i c u l a r , i n 1981-82, 

f2 T H E C H I E F S E C R E T A R Y , T R E A S U R Y sa id that the Cabinet had 
already agreed to keep total publ ic expenditure for 1981-82 within 
the to ta l announced i n the l a s t P u b l i c Expenditure White P a p e r , 

le; Cmnd 7841, as reduced by the European Community rece ipts , and 
Oth to announce a 2 per cent reduct ion i n total l o c a l authority current 
ons expenditure between 1980-81 and 1981-82. To achieve the f i r s t 

objective, he recommended a cut of £87 m i l l i o n i n the total 
education p r o g r a m m e i n England , which would be equivalent to 
£50 m i l l i o n net a l lowing for the l o s s of savings on school t ranspor t . 
Wi th in that, to achieve the second objective, he recommended gross 
savings of £67 m i l l i o n on l o c a l authority current expenditure on 
education i n England and Wales . Of the gross savings of 
£45 m i l l i o n now offered by the Secretary of State for Educat ion and 
Science, only £15 m i l l i o n were on l o c a l authority current expenditure. 
If no m o r e savings were made, th i s would mean an o v e r a l l net 
reduct ion i n l o c a l author i ty 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 h i s proposals for further 
savings on the education p r o g r a m m e o r , f a i l ing that, f ind them f r o m 
a l l l o c a l authority se rv i ces except law and o r d e r . 

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 said 
that he had inc reased h i s proposals for savings f r o m £20 m i l l i o n -
£25 m i l l i o n to £45 m i l l i o n , with most of the i n c r e a s e d savings 
coming on expenditure on polytechnics and higher education as 
suggested by the Cabinet when this i s sue had f i r s t been d i s cussed . 
He could not make further savings on current expenditure without 
reducing the standard of p r o v i s i o n i n schools and so reneging on the 
Government 's commitment to mainta in and i m p r o v e the qual i ty of 
education. 

In d i s cuss i on i t was argued that i t should be poss ib le to make the 
proposed further savings on education without n e c e s s a r i l y reducing 
the qual i ty of teaching. The further i n c r e a s e s r e q u i r e d to make up 
the Chie f S e c r e t a r y ' s proposed total were only 1. 2 per cent of total 
schools expenditure. E v e n with these savings, unit costs would s t i l l 
be higher than i n 1978-79. About 40 per cent of the staff covered 
by the education budget were not teachers . 

T H E P R I M E M I N I S T E R , summing up the d i s cuss i on , said that the 
Cabinet had agreed at the i r l a s t meet ing that the Government should 
announce before the Recess that the tota l of the l o c a l authorit ies 
current expenditure i n 1981-82 should be 2 per cent below the 
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G o v e r n m e n t 1 6 planned f igure for 1980-81. They now agreed that 
the balance of the savings necessary to achieve th is objective 
should be found f r o m the education p r o g r a m m e as proposed by the 
Chie f Secre tary , T r e a s u r y . 

The Cabinet -

1. A g r e e d that the t o t a l education programme 
i n England i n 1981-82 should be reduced by 
£87 m i l l i o n gross . 

2. A g r e e d that, within that figure, l o c a l 
authority current expenditure on education i n 
England and Wales i n 1981-82 should be reduced 
by £67 m i l l i o n g ross . 

USATION 6. The Cabinet considered a memorandum by the Secre tary of 
State for Industry (C(80) 49) on compensation for the nat ional ised 

[ISATION shipbuilding and a i r c r a f t companies and on the introduct ion of 
["BUILDING pr ivate sector capi ta l into the shipbui lding and sh iprepa i r i n d u s t r i e s . 

T H E S E C R E T A R Y O F S T A T E F O R I N D U S T R Y sa id that prob lems 
about compensation arose because under the A i r c r a f t and Shipbuilding 
Industries A c t 1977 compensation payments were based on notional 
stock m a r k e t value i n a s ix months re ference per i od ending on 
28 F e b r u a r y 1974. The fourteen companies whose values had 
fa l len between then and vest ing day had sett led. S i x other 
companies, whose values had r i s e n substantial ly after vest ing day 
were strongly p r e s s i n g the Government to change the t e r m s of 
compensation. Al though the prov i s i ons of the 1977 A c t were highly 
unsat is factory , he could not recommend that they should now be 
changed. To do so would invo lve re trospect ive l e g i s l a t i o n . The 
grievance felt by shareholders i n the companies whose values had 
r i s e n after vest ing day had to be balanced against the resentment 
that would be felt , i f the compensation t e r m s were changed 
re t rospec t ive ly , by the thousands who had sold the i r shares i n 
some of the companies on the bas is of the o r i g i n a l compensation 
t e r m s . It would cost the Government at least £130 m i l l i o n . He 
had considered the p o s s i b i l i t y of of fer ing the warsh ip y a r d s back 
to the i r previous owners at either compensation o r m a r k e t va lues . 
T h i s would have an immedia te adverse effect on the Pub l i c Sector 
B o r r o w i n g Requirement ( P S B R ) of about £50 m i l l i o n , because 
progress payments to the warship yards would have to be repa id ; 
there could be further costs f r o m d isrupt ion i n the yards of B r i t i s h 
Shipbui lders (BS) i n protest against the sa les ; p r i v a t i s a t i o n at th is 
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stage, although not la ter , would be strongly against the advice of 
the new Cha i rman of BS ; and i t would not deal with the problems 
of the former owners of the B r i t i s h A i r c r a f t Corporat ion . He 
recommended therefore that an announcement should be made 
before the Recess that there could be no change i n the present 
compensation provis ions , and that the Government has decided to 
defer the introduction Of pr ivate sector capital into the shipbuilding 
and ship repa ir yards . 

In d iscussion i t was suggested that the present compensation terms 
represented a po l i cy of confiscation of property . It was true that 
the po l i cy was that of a previous Government; but the responsib i l i ty 
for administer ing the po l i cy now rested with the present Government. 
A solution worth considering might be to offer the former owners 
(where i t was s t i l l pract icable to do so) a choice between accepting 
compensation on the present terms and the re turn of the ir former 
property to them. T h i s course would require leg is lat ion ; and 
would have other possible disadvantages: that many f o rmer owners 
of shares had now sold them; that i t could lead to i ndus t r i a l action 
i n B S ; and that there would be a cost to the P S B R . But i t should 
be examined. 

T H E P R I M E M I N I S T E R , summing up a short d iscussion, said that 
i t was not possible to reach conclusions on this matter without 
further consideration. The Cabinet would resume the ir d iscuss ion 
of this i s sue at the i r next meeting with a view to authorising the 
Secretary of State for Industry td make an announcement on 
compensation and on the pr ivat i sat ion of B r i t i s h Shipbuilders before 
the Recess . 

The Cabinet 

Invited the Secretary of State for Industry, 
i n consultation with the Secretary of State for 
the Environment and other M i n i s t e r s as necessary, 
to c i rculate i n t ime for discuss ion 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 suggested i n d iscuss ion . 

Cabinet Office 

31 Ju ly 1980 
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CUMENT 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 

C A B I N E T 

ERS' P A Y 

s 
ce: 
6th 

ions 
I 

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) 31st C o n c l u s i o n s , M i n u t e 4 

T h u r s d a y 31 J u l y 1980 at 9. 30 a m 

T h e Cabinet had before them minutes about t e a c h e r s ' pay to the 
P r i m e M i n i s t e r of 28 J u l y f r o m the S e c r e t a r y of State f o r E d u c a t i o n 
and Sc ience ; of 29 and 30 J u l y f r o m the C h a n c e l l o r of the E x c h e q u e r ; 
of 29 J u l y f r o m the C h a n c e l l o r of the Duchy of L a n c a s t e r ; and of 
30 J u l y f r o m the S e c r e t a r y of State f o r Scot land ; and a lso l e t t e r s of 
9 and 25 J u l y f r o m the A t t o r n e y G e n e r a l to the S e c r e t a r y of State for 
Educat ion and Sc ience . 

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 
s a i d m a t the a r b i t r a l body appointed to c o n s i d e r the pay of t eachers 
i n schools and fur ther education i n E n g l a n d and W a l e s had 
recommended i n c r e a s e s f r o m 1 A p r i l 1980 cos t ing about 14.6 per cent 
i n a f u l l y e a r and, a l l o w i n g f or some staging, 13. 5 p e r cent i n 
1980-81. T h i s i n c r e a s e was on a base which made no a l lowance f or 
the e r r o r by the Standing C o m m i s s i o n on P a y C o m p a r a b i l i t y i n t h e i r 
recommendat ions f o r pay i n c r e a s e s f o r 1979. B e f o r e th i s e r r o r 
was d i s c o v e r e d the Management P a n e l , of w h i c h the Government 
f o r m e d p a r t , had of fered a 13 p e r cent i n c r e a s e f r o m A p r i l 1980, 
co r respond ing to the 13 p e r cent a l l o w e d for pay and p r i c e i n c r e a s e s 
i n the Rate Support G r a n t c a s h l i m i t . T h e y had subsequently 
amended t h i s to 9 .26 p e r cent to a l l o w for the C legg e r r o r of about 
3. 7 p e r cent. In m a k i n g t h e i r r e commendat ions the a r b i t r a l body 
c l a i m e d to have taken account of the cost of t h i s e r r o r , but i t was 
not apparent how they had done so. It seemed that they had been 
p r i m a r i l y in f luenced by t h e i r judgment of what the e m p l o y e r s were 
able to pay ; and on that they had r e l i e d on the p r e v i o u s offer of 
13 p e r cent . Under the 1965 R e m u n e r a t i o n of T e a c h e r s A c t the 
Government had e i ther to accept the awards o r to sa t i s fy both 
Houses of P a r l i a m e n t , under the A f f i r m a t i v e R e s o l u t i o n p r o c e d u r e , 
that 'nat iona l economic c i r c u m s t a n c e s r e q u i r e d that effect should not 
be given to the r e c o m m e n d a t i o n s ' . In h i s v i e w the Government could 
not m a k e such a case . T h e proposed awards were l o w e r than those 
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given to other comparab le pub l i c sec tor groups f r o m A p r i l 1980, and 
i t would be pointed out that the Government had o f fered at one stage 
to pay 13 p e r cent. In these c i r c u m s t a n c e s , a l though the a w a r d 
was h igher than he would have w ished , he had to r e c o m m e n d that i t 
should be accepted . 

In d i s c u s s i o n the f o l l owing points w e r e made -

a . Whatever the arguments f o r sett ing a s i d e the a w a r d , 
the Reso lu t i ons which would be r e q u i r e d both i n the House 
of C o m m o n s and i n the House of L o r d s would be h igh ly 
contentious. T h e i r i n t r o d u c t i o n before the R e c e s s would 
s e r i o u s l y d i s r u p t the P a r l i a m e n t a r y p r o g r a m m e and put 
the Government 1 s l e g i s l a t i v e p r o g r a m m e f or the s e s s i o n 
at new r i s k . I t was by no means c e r t a i n that the Government 
could c ommand a m a j o r i t y for such R e s o l u t i o n s . It seemed 
l i k e l y that the a p p l i c a t i o n o f the E d m u n d - D a v i e s f o r m u l a 
would produce an i n c r e a s e of over 20 p e r cent for the po l i c e 
i n September ; but, even i f the p o l i c e and the a r m e d f o rces 
could be r e g a r d e d as except ional , i t was not c l e a r on what 
b a s i s nat i ona l economic c i r c u m s t a n c e s p e r m i t t e d pay 
i n c r e a s e s of 16 to 18$ p e r cent f o r other p u b l i c s e r v i c e 
groups , i n c l u d i n g the i n d u s t r i a l and n o n - i n d u s t r i a l C i v i l 
S e r v i c e , and N a t i o n a l Hea l th S e r v i c e doc tors and dent i s t s , 
but could be argued as r e q u i r i n g a r e d u c t i o n i n the pay 
i n c r e a s e for t eachers f r o m 14j to 9l> p e r cent . 

b . T h e r e was a s t rong case for i n v i t i n g P a r l i a m e n t to 
o v e r r i d e the a w a r d , and f o r o f f e r ing no m o r e than the 
9. 3 p e r cent p r o p o s e d by the Management P a n e l , O t h e r w i s e 
the £130 m i l l i o n cost of the o r i g i n a l e r r o r would be 
compounded; the Government would have l o s t a n opportunity 
to in f luence other pub l i c s e c t o r pay negotiat ions w h i c h would 
be s t a r t i n g s h o r t l y ; and the l o c a l author i t i e s could c o m p l a i n 
that the G o v e r n m e n t had f a i l e d to back t h e m on t h i s i s s u e at 
a t i m e when i t was r e q u i r i n g them to m a k e cuts on t h e i r 
expenditure e l s ewhere , 

c. Under the t e r m s of the 1965 A c t , the case f o r 
o v e r r i d i n g the awards would have to be based f i r m l y on 
nat iona l economic c i r c u m s t a n c e s , r a t h e r than on the f a i l u r e 
to take account of the Standing C o m m i s s i o n ' s e r r o r . W h i l e 
i t would be p o s s i b l e to po int to a m a j o r d e t e r i o r a t i o n i n the 
g e n e r a l economic s i tuat ion s ince A p r i l , and i n p a r t i c u l a r to 
the p r o b l e m s of c o n t r o l l i n g pub l i c expenditure , i t would a l so 
be n e c e s s a r y to convince P a r l i a m e n t that these were suff ic ient 
grounds for reduc ing the sett lement for the t eachers when 
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other comparable groups had r e c e i v e d higher sett lements 
i n r e s p e c t o f the same p e r i o d . It cou ld be argued that, 
even though the l o c a l author i t i e s might have made suff ic ient 
p r o v i s i o n to pay for the awards i n f u l l , a l o w e r sett lement 
would a l l ow for s m a l l e r r a t e i n c r e a s e s i n the c oming y e a r . 

d . It was v e r y i m p o r t a n t that the Government should not 
be defeated on Reso lut i ons to reduce the a w a r d s . T h i s 
could be m o r e damaging than accept ing them now. A n attempt 
to r u s h Reso lut i ons through before the R e c e s s could add to 
the r i s k o f defeat; and economic developments d u r i n g the 
R e c e s s might w e l l strengthen r a t h e r than weaken the case 
for r educ ing the amount of the i n c r e a s e . 

e. T h e awards by the a r b i t r a l body dea l ing with the 
S c o t t i s h t eachers would not be made f o r two o r t h r e e weeks . 
A s the Management Side had o f fered 14 p e r cent, they were 
l i k e l y to be at l e a s t that amount. I f i t were then dec ided to 
o v e r r i d e them, i n l i n e wi th d e c i s i o n s taken f o r Eng land and 
W a l e s , i t would not be p o s s i b l e to move the n e c e s s a r y 
Reso lu t i ons u n t i l P a r l i a m e n t r e s u m e d at the end of Oc tober . 
F a i l u r e to take ac t i on on the a w a r d s i n the i n t e r v e n i n g p e r i o d 
would a l m o s t c e r t a i n l y l e a d to w idespread s t r i k e ac t i on by 
Sco t t i sh t e a c h e r s . 

f. It might be p o s s i b l e to p u b l i s h the r e p o r t s now and 
to m o v e the Reso lut i ons i n O c t o b e r . T h i s would a l l o w the 
Government to cons ider the awards for E n g l a n d and Wales 
and f o r Scot land together . T e a c h e r s w o u l d , however , be 
u n w i l l i n g to wait u n t i l then f o r the i m p l e m e n t a t i o n of awards 
due wi th effect f r o m A p r i l . T h e r e was a r i s k that they could 
take C o u r t a c t i on against the S e c r e t a r i e s of State . T o d e a l 
wi th t h i s , one p o s s i b i l i t y might be to give them a n i n t e r i m 
a w a r d i n l i n e wi th whatever the Government intended to 
r e c o m m e n d to P a r l i a m e n t as an acceptable set t lement . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a i d that the 
Cabinet agreed on balance that the Government should seek to 
o v e r r i d e the awards and to substitute i n c r e a s e s i n the o r d e r of 
9. 3 p e r cent as r e c o m m e n d e d by the Management P a n e l . ' T h e r e 
were however c ons iderab le d i f f i c u l t i e s i n f inding t i m e to debate the 
Reso lut ions before the R e c e s s . The Cabinet there fore wished to 
cons ider fur ther the p o s s i b i l i t y of de lay ing the Reso lut i ons u n t i l 
after the R e c e s s . T h e A t t o r n e y G e n e r a l , i n consul tat ion wi th the 
L o r d Advocate , should p r e p a r e u r g e n t l y a m e m o r a n d u m on the l e g a l 
p o s i t i o n . He should adv ise whether i t would be poss i b l e to p u b l i s h 
the r e p o r t s of the a r b i t r a l bodies now and to ind i ca te before the 
Recess that the Government would put f o r w a r d Reso lut i ons i n the 
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autumn to o v e r r i d e t h e m , and whether the G o v e r n m e n t could a l so 
i n d i c a t e now what would be the a w a r d whi ch i t would then r e c o m m e n d . 
He should f u r t h e r adv i se whether i t would be p o s s i b l e to pay an 
i n t e r i m sett lement at the l e v e l r e c o m m e n d e d by the Government , on 
the unders tand ing that th is would be i n c r e a s e d to the l e v e l of the 
awards i f P a r l i a m e n t subsequently r e j e c t e d the R e s o l u t i o n s . T h e 
S e c r e t a r y of State f o r Educat ion and Sc i ence , i n consu l tat ion wi th 
the S e c r e t a r y of State for Scot land and the a f o r e s a i d L a w O f f i c e r s , 
should a s s e s s the r i s k s of the t eachers t a k i n g C o u r t a c t i on against 
the G o v e r n m e n t i f the Reso lut ions were d e f e r r e d u n t i l the a u t u m n . ' 
He should also adv i se , i n consul tat ion w i t h the C h a n c e l l o r of the 
E x c h e q u e r , on how the case for of fsett ing the cost of the e r r o r by 
the Standing C o m m i s s i o n , i n t h e i r recommendat ions f o r the 1979 
pay a w a r d , cou ld be deployed i n Reso lu t i ons w h i c h would have to be 
based p r i m a r i l y on the need to reduce the p r e s e n t awards i n the 
l ight of nat ional economic c i r c u m s t a n c e s . 

T h e Cabinet -

1. Inv i ted the S e c r e t a r y of State f o r E d u c a t i o n 
and Sc ience to p u b l i s h f o r thwi th the r e p o r t s of the 
a r b i t r a l body on the pay of t eachers i n E n g l a n d and 
W a l e s , and to state that the G o v e r n m e n t had not yet 
taken dec i s i ons on t h e m . 

2 . Invi ted the A t t o r n e y G e n e r a l , i n consul tat ion 
w i th the L o r d Advocate and with the S e c r e t a r i e s of 
State for Educat i on and Sc ience and for Scot land, to 
c i r c u l a t e urgent ly a m e m o r a n d u m a d v i s i n g on the 
l e g a l i m p l i c a t i o n s of de lay ing u n t i l a f ter the 
P a r l i a m e n t a r y R e c e s s the statutory p r o c e d u r e s 
n e c e s s a r y to reduce the a w a r d s . 

3. Inv i ted the S e c r e t a r y of State for E d u c a t i o n 
and Sc ience , i n consul tat ion w i th the S e c r e t a r y of 
State f o r Scot land, the A t t o r n e y G e n e r a l and the 
L o r d A d v o c a t e , to a s s e s s the r i s k s of the t e a c h e r s 
tak ing C o u r t a c t i o n i f the Reso lu t i ons were de layed ; 
and, i n consul tat ion wi th the C h a n c e l l o r of the E x c h e q u e r , 
to adv ise on how the case for r e q u i r i n g the a w a r d to be 
set a s i d e on account of nat i ona l economic c i r c u m s t a n c e s 
could best be deployed. 

Cabinet Off ice 

1 August 1980 
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