o

CONFIDENTIAL] .

THE PROPERTY OF HER HRITANNIC MATESTY'S govem
ENT

COPY No re
26
CABINET

MINISTERIAL COMMITTEE ON ECONOMIC STRATEGY

MINUTES of a Meeting held at
10 Downing Street on
THURSDAY 16 OCTOBER 1980 at 9.15 am

PRESENT

The Rt Hon Margaret Thatcher MP
Prime Minister

il Wi}'li?m ‘;hiti}lnaw = The Rt Hon Sir Geoffrey Howe QC MP
seretary of b;ate or e Chancellor of the Exchequer
fome Departmen’

fie Bt Hon Sir Keith Joseph MP The Rt Hon Lord Soames
sretary of State for Industry Lord President of the Council

fhe Rt Hon James Prior MP The Rt Hon Peter Walker MP
ficretary of State for Employment Minister of Agriculture
Fisheries and Food

§ s Bt Eon Michael Heseltine MP The Rt Hon John Nott MP

keretary of State for the Secretary of State for Trade
Bvironment

?e B Hon David Howell MP The Rt Hon John Biffen MP
“Telary of State for Energy Chief Secretary, Treasury
THE FOLLOWING WERE ALSO PRESENT

rh Iy
:::anon Francis Pym Mp The Rt Hon Sir Ian Gilmour P
TV of State for Defence Lord Privy Seal

f te gy ;
‘ fon Geo trick Jenkin MP
R rZe Younger MP The Rt Hon Patr 4 .
%Y of State for Scotland Secretary of State for Social Servi

e gy
Yepg Hon Ma i Garlis The Rt Hon Angus Maude WP
tary le QC MP

o ral

S“Ence

3 State for Education Paymaster Gene

Mr J R Ibbs

Central Policy Review Staff

SECRETARIAT
Sir Robert Armstrong

Mr P Le Cheminant
Mr D J L Moore

[ CONFIDENTIAL




LCONFIDENTIII

CONTENTS
Subject
pPUBLIC SERVICE PAY IN THE 1980-81 PAY ROUND
ARBITRATJUN ARRANGEMENTS IN THE PUBLIC SERVICES
CIVIL SERVICE PAY
COMPARABILITY AND CASH LIMITS

CONTINGENCY PLANNING

[CONFIDENTIAL |




[ CONFIDENTIAL |

SERVICE PAY IN THE 1980-81 PAY Rouyp
C
pUBLT

CONFIDENTIAL,
1o

onsidered a memorandum by the Chancellor of the Ex
'ttee [
ommX

the © d a memorandum by the Central Policy Reviey Staff
(#0) 118) an

chequer

(8

(E(80) 119)
public Servic
on

e Pay in the 1980-81 Pay Round,

i and conclusions reached are recorded Separately,
; sion
jr discus
Thelr




| CONFIDENTIAL |

TION ARRANGEMENTS IN THE PUBLIC SERVICES
ARBITRA

CONFIDENTTAL
2

considered a memorandum (E(80) 113)
ittee .

Comm1

The

state

by the Secretary ot

loyment on the Arbitration Arrangements in the Public
oyn
for Emp 10}

services:

: and conclusions reached are Tecorded Separately,
A sion &
jr discus
Thelr

2

[CONFIDENTIAL |




CONFIDENTIAL

| CONFIDENTIAL |
CcIVIL SERVICE PAY

previous Reference: E(80) 27th Meeting, Ttep
The Committee considered ".i memorandum by the Lord President of tpe Counci]
(E(BO) 114) on Civil Service Pay.

HE LORD PRESIDENT OF THE COUNCIL said that he had informed the Council
of Giyil Bexvice Unions of the Governmenitalys Sl it i
limits would be overriding in the determination of public sector pay, He
had also put to them proposals for improvements in the pay research system,
Discussions were continuing on these proposals ang it was too early for him
to judge whether it would be possible to reach agreement on an improved
system of comparability or whether new arrangements would have to be
introduced. Since the Government had already declared that in 1981 cash
limits would be overriding there would be no advantage in trying to conclude

these discussions in time for the negotiations on that settlement.
The Committee -
Invited the Lord President of the Council -

i. to continue his discussions with the Civil Service unions
on changes in the Pay Agreement for the longer term, and to
report further in due course;

ii. to report on the scope for introducing regional
differentials in Civil Service pay.
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cOMPARABILITY AND CASH LIMITS
previous Reference: E(80) 27th Meeting, Ttep

he Committee considered a memorandum by the Chancellor o

(E(80) 115) covering a note by officials on the options ¢
rvice Pay in the longer term,

f the Exchequer

or determining

civil Se They also hag before thep g ol

py the Central Policy Review Staff (E(80) 119) commenting on those options,
THE CHANCELLOR OF THE EXCHEQUER said that officials had prepared an interim
report on a number of options for determining Civil Service Pay in the
longer term. He was not satisfied that the report dealt sufficiently with
the fundamental issues. He would now like the options to be examined
further with a view, particularly, to distinguishing between the arrange-
ments which might be applied during the transitional period when inflation
was being reduced and those which might operate in the longer term when
inflation had been brought down and the economy had been stabilised. It
might be that in the longer term it would be possible to combine improved

systems of comparability with no strike agreements in suitable cases.
The Committee —

Invited the Chancellor of the Exchequer to arrange for the inter-
departmental group of officials, which had produced the present
report, together with the Central Policy Review §taff and the

No 10 Policy Unit, to consider further, on the lines he hadd .
indicated, the options for determining Civil Service pay and to
Teport,
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ARY OF STATE FOR THE HOME DEPARTMENT said that he y
CRET:
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il Contingencies Unit to ensure that contingency p
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The Committee

Took note.

Cabinet Office

20 October 1980
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LIMITED CIRCULATION ANNEX

E(80) 37TH MEETING MINUTES, ITRMS 1 AND o
THURSDAY 16 OCTOBER 1980 at 9,15 Ay

1, PUBLIC SERVICE PAY IN THE 1980-81 PAY ROUND

The Committee considered a memorandum by the Chancellor of the Exchequer
(E(80) 118) on public service pay in the 1980-81 pay round. They also had
before them a memorandum (E(80) 119) on public services pay by the Central
Policy Review Staff.

THE CHANCELLOR OF THE EXCHEQUER said that the level of pay settlements in the
Pblic services would be crucial to the Government's success in reducing
public sector borrowing; each percentage point off the pay of the public
*Tvices as a whole would save nearly £300 million in 1981-82. Low public
*ctor settlements would also reinforce efforts to bring down settlements in
the private sector, where many were now being reached in single figures. He
"¢ 10t convinced that sufficient weight had been given so far to job i
e by The public services. One measure of the value of that security
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staging would mean that for these groups the 1981-82 cash limjyg wou)
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based on factors of 13-14

limits,
ate the new and substantially }
aoren Pay fay,

cash limits which would incorpoT

ecommended that it should be announced that the cash limits for 1981 R
=8

He r

would finance such awards only to the extent of the new general pay

assumpiion even if the actual awards were higher. In this way all settlong

in the new round would be subject to the same degree of constraint, T,

prevent the problem recurring in future it would be necessary to adopt

provisional assumptions of pay in the 1981-82 pay round lower than those

for 1980-81.
In discussion the following points were made -

a. There was general agreement that the pay factor needed to be well
down in single figures. It was suggested that it should not be so lov
as to provoke the public sector unions to concerted industrial action®
to build up strong pressures for large increases in two or three year
time to catch up with the private sector. In explaining the figure
it should be made clear that it was not chosen arbitrarily but represe

a considered judgement of what the Government, and the tax payer
e the aiP

and to sek

coult

afford in the present economic climate. So far as possibl

should be to preserve present arrangements for settling P8y

low increases within the framework of those arrangements.

the same P

ubli¢
fre#

b. For the Govermment's appro&ch to be accepted as fair,
gs the P

factor would have to be used widely in cash 1imits acro g
(1is(:0urage

services. Public services employers should however be i
offering the same flat rate of increase to all groups

their sector. In negotiations on the distribution of the
to them flexibility would be needed to allow for mana

difficulties in recruiting and keeping particular 78" °
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examples
cash limit for local authorities on which the Ra

when allowance’was mads’ZorkillaitaEesmyine: For
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te Support Grant would
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4. It was agreed that there was a strong case for avoidi
in, gohet
future settlements and for basing the calculations o g staging in
. . e
rates in the preceding year. In some cases, however a average pay
veraging

retrospectively could lead to a negative award in 1980-81

P + One

possibility would be to deal with such anomalies outside th 1
e genera

cash limit.

e. The argument that weight should be given to job security in the
public services would need to be used with care at a time when the
Government was pressing for cuts in manpower. Local authorities were
already declaring compulsory redundancies, albeit mainly among part-

time staff, in substantial numbers.

:l'loui: ::;:seWhere they wel.‘e not directly responsible for pay, Ministers

- Settlemen:ery opportunity to seek to influence the negotiation of

. s. It would be helpful if the Chancellor of the Exchequer

. rge .f°1' a statement on the current economic background to be
or incorporation in Government submissions to such bodies.

& In the case of the police services the Home Secretary could use his

power! 3
Telatj to scale down the level of settlements. He had no powers 1n

A St authorities vere willing
lik it was

e fire services and, unless local

breay .
their present agreement with fire service staffs,

ely 3
that there would be a settlement in the order of 21 per cent 1o
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The public trading sector = mainly the nationaliseq ind‘lStri
h. e.p (e

ted a different problem. Some of their settlements Might y,
presen e :

higher than those in

the public services, particularly thog, whicy
1¢]
might be influenced by high

settlements in the more meitable
Partg

as, the oil industry. Sponsoring Minj g4,
Steny

of the private sector, such

however discussing the general question with
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the Chaimen of 4
$ e
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nationa ; ¢ b 58
i i € 0 avoil inanci q
lower settlements and, in particular, cing high Settlay,

by price increases.

THE PRIME MINISTER, summing up the discussion, said that the Commi ttee
agreed that the cash limits should be based on factors for pay increases i
the public services well down into single figures. The precise figure wouli
be decided by the Cabinet on the basis of proposals by the Chancellor of f
Exchequer. Provided that it was not unrealistically low, and was seen to
apply fairly through the public services, the Commi ttee's judgement was th
there was a reasonable chance of securing satisfactory settlements without
jndustrial action in the coming winter. The Chancellor of

the Exchequer should arrange for officials to consider further, in the
light of the Committee's discussion, the implications for each of the
different groups involved of dealing with the technical problems of

recmciling pay and cash limits discussed in his paper.
The Committee =
Invited the Chancellor of the Exchequer -

, rned
i. to arrange for officials of the Departments gz::zon, o
consider further in light of the Committee's dtgo) 118 .e
proposals in paragraph 11 b. c. d. and e. of E ort urgestty’
implications for each group involved, and to g - ecol“’“i‘
; n
ii. to arrange for the co-ordination of ewdenc:m(;nts to P7
background for inclusion in submissions by Depar
Review and similar bodies.
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2 Reference: E(80) 31st Meeting, Item o

e

previ ous

Commi ttee considered a memorandum (E(80)113)
The

Faploy™

- by the Secretary of State for
ent on the arbitration arrangements in the public services

JfE SECRETARY OF STATE FOR EMPLOYMENT said that

» although it might be justified
. qome special cases such as the police,
in

unilateral access to arbitration was
sjectionable in principle. Such arrangements were rarely found in the private

sector and in his view agreements should provide for arbitration only when

both sides wanted it. A particular problem arose where the Government exercised
the right, which it had in some cases, to refuse arbitration on grounds of policy,
It vas difficult for the Government to convince the two sides of industry to

bonour industrial agreements when it could be accused of not honouring its own
agreements. He had not reached final conclusions on what action should be

taken to deal with the present arrangements, and he recommended that, as the next step,
tach sponsoring Minister should now examine the arrangements for the groups listed
inparts 1 and 2 of the Annex to E(80)113 for which they were responsible, and

Teport their conclusions to the Committee.

THE PRIVE MINISTER, summing up a short discussion, said that the Committee saw
“Meiderable disadvantage in perpetuating arbitration arrangements in the public
“TTices which Provided for unilateral access to the arbitration process; and
e Particularly concious of the disadvantages inherent in arrangements, such

8 th : : i
0 "* ®oyed by the teaching professions, where the Government could only
"ITide o ava

“ﬁmtiVQ R“
t ot g, hatg

rd by securing the approval of Parliament to its action by
olution, The Committee agreed that an.urgent review shou:d
"'Plic!tioll! by the Deparments concerned to determine :het:c:::g:::t:nthe
T °f changing existing arbitration arrangemen 'th e
Ah‘ng,m 8 Views, It was important that any changes in the -
ey L the public services should be co-ordinated to avol
Ouncementg,

tion

pieceﬂeal
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